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Twmty-fiw years ago, President Kennedy summoned Jle peoples of rhis hemi- 
sphere to join in an /?&ance for Progress. In his speech, President Gmedy fkdy 
&howledged "the failures and the misunderstandkg of the past: but he also 
cded upon the people of the Amepicas to work rogether to build a better furure- 
"to demonsorate a, the entire world that man's unsatisfied aspiration for economic 
progress and msd justice can ben be achieved by free men and women working 
within a framework of democratic institutions? This was our hope &en-eco- 
nomic development, s o d  justice, and politid democracy-and this remains our 
d ~ a m  today. 

The fim goal ofthe Dedmtion of Punta del Este was 'ko improve and strength- 
en democratic institmitons through application of the principle of selfdaemina- 
tion by the people: Today, 94 percent of the people of the Americas live under 
democratic rule, more than at any other dmc in our history. And so it is proper 
that we celebraze the triumph of democracy in our hemisphere and honor those 
great leaders who haw K, bravdy guided their countfies out of dictzi68mhip and 
military d e .  The names on this list wP live in inthe history of this hemisere: 
klfonsin of Argentha, News and S m e y  of Brazil, Sanguinerti of Urnpay, 
Garcia of Pem, Dume of El Sddor ,  Cerezo of Guatemala. 
In January of 1985, I ttawied a, Ladn America to show my support for 

democracy and to learn how the Unired Sates can b s r  assist the nations of Latin 
h e r i a  in d e h g  with the crisis of the external debt. On that trip, 1 learned that 
the ideals of the AHI'mce for Progress have nor dimmed or faded, with the passage 
of h e .  The spirit ofJohn E Kennedy lives on, and the flame &ax he kindled in 
the hcim of miUions of Americans throughout this hemisphere stiU burns 
bri&d.r'. 

If anyone should doubt that democracy is s31 she most powerful political idea 



in the world today, Let them go where I have been: to Brazil, where the people are 
now engaged in Lively debate about the m a r e  of their new constitution; to 
Uruguay, where hopes are high and the people rewl in their freedom; to Argenti- 
na, where rww leaders and new ideas excite the people in even the most &stant 
p m v k d  capitals; and to &m, where a young and charismatic leader summons 
his people to meet the staggering challenge of poveny and unemployment. 

And let them dso p a, Chile. Today the struggle for democracy and human 
dignixy goes on in that proud and beautifd counuy, pmving anew that the fi~e of 
freedom c be arfmyished, &at wen when the darkness dexends, when 
dimtors d e  and Im is; Iost, the flame d l  s and moves millions of individu- 
d md indormiabBe beam. 

Those who gahftred at Pun= del Este to give life to the believed &a 
political f ~ d c a m  walked hand in hand with soda! justice mic develop- 
ment. And, at its heart, the A&arnce for Progress was a plan and a co 
attack poverty and underdevelopment. The f~cus  was on ecamomic 
increased incomes, on improved housing and land dorm, on 
sasfaactory working conditions, on wiping our illiteracy and building schools, on 
eradicating disease and impmvhg public heath. Fhe call was for mon of every- 
&hg by everybody-more in~meart  by both prime and public senon, greater 
economic integration among the nations, expansion of trade, and more d d w  
regulation of commodity markets. And during that decade of rhe 1960s, much 
was acc~mpljshed. 

But if the framers of the Punta dd Este Declahon and Charter were &t, if 
through economic growth and national da7=10pment is essential to the 

demoaacy, &en the democracies of this hemisphere are in deep and 
worsening trouble. For today, I5  years &er that g ~ a r  decade of dewlopmem 
m e  m an end, the menacing shadow of intemadond debt has fden over all the 
nations of the Americas. crisis has come as part-and in the mi&-of Latin 
America's worst depress ce the 1930s. Two full decades of p w &  have been 
wiped out, and &urn to restore that gow& are now being choked off by the 
need to export capid t~ the No& to service their debts. 

Now, the three largest democracies in Latin America-and the three biggesl 
debtors-have been f d  to impose regimes of harsh austerity at precisely the 
time when economic growth is most imponant m &em. HCRK long will their 
p p 1 t  accept ever-rising unemployment snd mrdeclirnhg mldards of living? 
But u d e s  there is some relief, continued inisn l i e  ahead. 

The sakes have never been htgher. The Baker prop& were an imporranr t i  
mp, but the Unired States can surely do more. 'Fhe President musr be persondy 
invoIved. We need strong and resolute pob~cd leademhip t0 solve this cris'ps, and 
withour that ledenhip mday we may be paying the bilI for generations to come. 

The health and well-being of the hedemocracies in this hemisphere are of ewr- 
mom consequence to the pmple of the United States, but the future of b& 
America should also be of concern to those who live beyond the borders of our 
~wo continents. Pan ofthe solution to the debt crisis will surely lie with the good 



wP and suppan of the European communiqj and japa":. I would therefore 
propose &at h e  C Consem~s, td by Argentina, Bazd, and Mexico, 
shodd invite h e  f3n kezs of the oxher indu~edlzed na50w of &e world 
to join with &em for dkcussiions about how to r e s o h ~  h e  debt crisis and reso= 
gravth to the nations of Latin Amwica Since 196 1, our world has become more 
interdependent, and any new eftan at new Eoludons musr indude many who 
were not part of the dd Miance. 

There is yet mother niris which threatens peace and s~b2it-y in Lstin America. 
With no realistic hope of success, with no estimare of how much d3e war will cost 
or how long it will last, with thousands already dezd and no end in sight, this 
Adminhpigdon persists in pursuing a f&mg and flawed policy 
contras' war against the government of Nicqwa has only made a 
worse. 

Bur beyond the uagcdy of N a, this policy sends a troubling m 
the people ofthis hemisphere. Despite the heroic efforrs of the Condo 
to negotkee an end to the Uhg,  despite the enwearies of the naticas in the 
Conudosa. Support Group to stop funding the contra, the Unked Sates contin- 
ues its udsted  &OR to impose udate~d  solutions in a. Our unw&g- 
ness to 1a the bm~cmtid: leaders of Latin md C e a d  -4.meicat achieve &ek 0m7n 
solution to the violence implies &at the Wanieknows-betn appro& to rhe 
problems of chis hemisphere srP exists in Washington, D.C. That approach b 
perhaps the inatitahale r a d r  of viewing the world rhrough an ideotopicd pism 
that casts every pmb1em into a Cold War context. 

And so, sady, we see that the founding p~c i ' g l e  ofthe Alliance-which called 
upon the nations of the Americas to work rog&er as equ& and a3 parmen-has 
not dways p~vaiEed. Today we must work to resore that sense of sGared purpose 
and common drs*iny. 

When the fmd measure of those early years is =ken, we will see that, &&oE& 
much sdu remains to be done, we have come a Feat distance. The= has in fact 
been p r o p s .  The chdlenges are srill great, but $he promise and the h o p  are 
even greater. 
Let us pledge to remain me to the common dram that has guided all our 

peoples since the fim pioneers set foot upon our shores. Thqr undemood, as we 
do today, &at our greatest problems are made by man and &erefore can be solved 
by man. Together I am confiderre that our awn efforts will bring us closer to the 
great pals of liberty, pnsperity, and justice for dl the pm$e of our hemisphere. 



Foreword b y  Congressman Dante B. FasceII 

Much has been written about the Alliance for Progress' alleged lack ofGprogress: 
but its failure was only in not a~ahing  its too lofey goals ad promises. I was 
"present at the creation"- as a junior congressman--and I sharcd in the aci~ement 
that was generated by the founders of the Alliance for Pmgas. Their achieve- 
m e m  serve today as a specid reminder of the i m p  ce of a sense of promise 
and confidence that the future offers hope. The list of contributors and pmici- 
pants in the Alliance is too long to recount here, but a few names do stand out: 

President jusceiino Kubimhek of B d ,  whose d for Opemion Pan-America iq 1 959 
became the clarion &I for what was to become the Alliance for Progess; 

President Mberto Ueras of Colombia, who played a critical role in dadoping dxc: cofrcept 
of &e Alliance and aaracring other Latin leaders; 

The father of Eatin American economic thought, Rad Prebisclt; 
Dr. Mcun E'kenhower, whose facr finding trips ro the region were so influend, md his 

brother, President DwlgAt Eisenhower, both for his support of Kubishtk's ap@ and 
for the creation of h e  Infer-Americm p e n t  Bank, which wrxs one ofthe piflaxs 
of the Alliance and has been the one consmnt actor over rhe past 25 yaus drat has vied 
m baing economic and social ddoyrnent to l a i n  America; 

Undersecretary of State and Secretary of the Treasury Douglas Dion, who was directly 
involved in the irnpiementiotion of Alliance plicy; 

Ted Moscow, t i  director of rhe AUiance for Progress, whose Operation B o o m p  in 
hem Kco was the precursor fbr the Miance as a grassma, self-help, socioeconomic 
approach to dmlopment; and 

President John E Kennedy, who tsok up the challenge of economic and socIJ progress in 
Latin America and i n d e d  the AIIimce in its early days  with a spirit of mchusimn, 
dediation, and deeermination both in th: United Stars and &roughout the hemisphere. 



The was dre precursor of many of the development 
policies rhat we follow today. Fim, the he~iliance was not an artempt to impose 
d d o p e n t  from the outside; it was a coopemcive effort in whidt all participants 
were peers. It was basically a Latin plan to be developed, implemented, and 
funded by the Zatlr nations thmseIw. The development experience of the last 
NVO decades has proven the validity of this approach, for d&1oPment can only 
occur indigenously; it cannot be imposed from without. 

Seccnd, the M h c c  for Progress was, above all eke, about people. If 80 
percent of the people me outdde the main==- economidyt and 
~ ~ y - t h e n  the best-laid plans will be for naught. opment means human 
development, and what rhe Alliance sought to do was dmIop humran resources 
and hwlve the e deveIopmarr process. 

ons adopted by Congress in 197 3 as the basis and focus 
ent assiscmcc mBwd &dy from the AUiance for 

B r 3 p '  principle that "people count? That is, the dmfopmena process must 
ermre that its benefis are distributed ro those in society who me wmdy leii 
OUP if it broad basis is go be esmbkhed le development is 
to take place. The on human resource 
development is evidenced by % 960 and 1975 some 250,000 
foreign nationals werc &ed in the United States, onethird o f b  from Lath 
America-an unprecedented efioft a, tain an endre genemion of governmen; 
and business leaders. The dedine in this ~EOR during the late 1970s was revers& 
when both Congress and the Adm ion ~ d k e d  in rhe early 1980s that 

* .  providing oppommities for foreign. n;aPion& was vital both m 
indigenoms development objaxives srnd to U.S. foreign policy Interests. 

- - 
Third, the four of the Ad on's dodopmem policy were 

all demenrs of the AUimce-policy di$ogue, emphasis on the prime sector, the 
concept of t~~hology UiUde;, md element, imtitu- 
tion budding, may be one of the m of rht f iance .  The 
AUiance genemed numrmus kdige tbe region k e d  
at bhgbg the f&%s of deyet1opment-educarim, he&%, housing, dean water-to 
those at the lower rungs of sociery. These ~ ~ t i ~ n i o n s  haw not only w A d ,  but 
p w n  mdtifold owr the years. Their vidiey and diversity haw: added u, the 
p l u d d c  nature of sociexy in Ladn h e k c a n  and c!emIy haw played an impr- 
ranr role in the revival of democratic hnitutions owr rhe paa seved years-a - 
living iegacy of the Alliance. 

This is the challenge &at we musr not allow to lapse. Except: for rhe advanced 
sectors of she economy in Brazil, Argenrha, Venezuela, Mexico, and a few other 
counuies, Lath. Ameica's social and economic problems remain wry much the 
same as they were when rhe .4&mce was founded in 1960. is much parer 
indigenous capabiliry to ded with the development rask today, but that task is 
made even more difficult by two fundamental roadblocks hat must be r m o d  
bdore we can recommence the development process bar cvas intempted by h e  
second oil crual~ch in the late 1970s. nose wo barriers are the a e m d  debt 



overhang in Latin America and the civd in Centd America and, to a lesser 
exrent, in ~ 9 ~ ~ ~ r a . l  other coun~ris. 
To draw on a well--Gnown quote, the torch has now been passed to s new 

generadon of leaders, and what rhi new gene~ion must do is devise a way 
around these two obstacles so that the deAlopnwnt process may be rejoined- 
probably not with the gear enthusiasm thar accompanied the early days of the 

r pagmatimr and realism as to what is feasible. 
ate in h e  United Sates md in other donor corn- 

rnrnercd credit, and current world economic 
conditions, this task must be confronted withcur the expmtion of massive 
inflows of external resources or of rapid world mic pd to pull dewlop 
ing countries our of their current economic rn SO, with h i e d  resources, 
we must find a way our of rhe current holding pactem that is stymieing develop 
merit. We can hope that this volume, which reviews the mecblanisrms and accom- 
plishments of the Alliance for Progress, can assist in rhis process. 

The Alliance for Progress er than any other peaceful muidatend 
enterpriie in history. Kits in promising too much, the p r o p  
&at was made was due and emhusiasm that accompanied 

enc of the day because it 
for the fun time, a nonviolent path to change. The achievements of the 
can be traced to the unprecedented cmperative &on undertaken by the nations 
of the region and to zhe support and gener~sky of the American people. The 
principles that spdled success for the ~ ~ c e -  peacefu! hternatj,ond cooperation 

g of burdms by those loost able ;o bear them-ate d d i d  today 
and codd rem as rhe basis for guidhg us pan the current obsrades of debt and 
war and for returning the hemisphere to the path of development. 



The problem, wrote rge Santayma, is not that we do not know but that we 
do not remember. That observation sums up, as of 1987, one of the principd 
dilemmas in United States-Ladn American rdatiom. How many "new approach- 
es" ro interAmerican relations are really new? Many ofthose currently offered to 
help Latin America out of the f w d  m o w  in which it fib i~e l f  today are 
u n d i ? @ y  reminiscent of efforts made 2 5 years ago at the rime of rhe Alliance 
for Progress. Very likely, the Alliance was reminkcent in h day of ideas that 
circulated 25 years earlier under FDR's "good ne+bof policy. Yet how rarely do 
policymakers look at the t r a d s  oftheir predecessors. How rarely, in rhe pressure 
of day to day events, do we seek to examine what succeeded aad what fded in 
our pxwious experience and why. 
In the h ~ p e  of contribun'ng to a better perception of what we know, the Center 

for Advanced Studies of the Americas, together with the Georgetown Uniwrsity 
School of Foreign Service and Tufs University's Fletcher School of hw and 
Diplomacy, jointly sponsored a conference on March 1 3-14, 1986, to take a 
retmsp&ve look at the Alliance for Progress. This mesing occurred exactly 21 

President Kennedy delivered his speech - announcing U.S. support for 

The importance of reviewing the accompIishen~ of the ce for Pruges, 
and of b ~ g i n g  together the principal actors in the d a to focus attention once 
again on their effort, was impressed upon me in a dass in which I partidpazed at 
George Washin vcrsity. During a discussion of La& American policy, 
one student asked, st was that?'' upon hexing of the Miance for P r o p .  

Id respond. It was evident that discussiom of the effort 
had almost disappeared from the tmbooks. These students, who had not even 
been born ae the t h e  of the ee, were not done in their ignorance of its 



&tory. Abe lawenthd, in hi comments at the meeting, noted that far more of 
his mdencs were familiar with the Bay of Pigs than with rhe AUiance. 

The go$ of the conference was not to daemine whether the Alliance was a 
success or failure, but what lessons could be learned from the experience. There 
were at least seven years in which large amounts of money, unprecedented for that 
h e ,  were channeled to Latin America for dm10pment purposes. The men and 
women (although there were few women in policy positions in those days- 
another impo~ano indicator of change) who determined the policies of the AUi- 
ance were the leaders of their day. ahey were the vanpard cf rhe new wave in 
Latin American development studies and among the foremost experts on hemi- 
spheric &airs h m  the United States. They devoted considerable energy in the 
prime years of their lives a, make this unique and unprecedented experiment 
work. Fonunately, m a y  of them are sdil with us, but the oppmnity to get 
them r to analyze their eHom will not recur easily. It seemed imponant, 
on this twenty-fifth a m  of the launching of the Alliance for Pmgres, to 
provide such a forum. 

The question posed to these leaders was how they felt about their efforts in the 
f 25  years of history. Were hey pleased about the result$ Did they have 
? What did rhey think the AUiance did right? What would rhey do differ- 

y if rhey had another opprmnity? 
Intention and mstimtion are h e  stuff of which results are made-and one of 

the hpormnt criteria by which their effects on history must be measured. In that 
regard, considering the stature and dedication of the people who ran the AUiance, 
both from Latin America and the U.S., it seemed important for the bendt of 
hmre gencmti~ns that these men, assembled for perhaps the last time, voice their 
own ~ c p m i o n s  of satisfaction or regret. 

One final word on perspecdve. Wile  analyzing the numbers for the first 
chapter in the volume, 1 came across a 1962 mdy of the (ZAS that examined the 
withdfawd of capital from the region by large multinational corporations. It 
noted with dismay that one company had expatriated $32 million more than it ' 

had invested in a country. The trend, it noted, was ominous. While the vend was 
indeed ominous, the numbers give pause. They are a vivid indication of what has 
happened to the world in the last quarter cennuy. In 1986, $32 million would 
hardly merit a dot on a chart. Is this a rdection of how much Latin America has 
grown - or of hcrw much inflation has distorted our perception of numbers? This 
question should be kept in mind in analyzing the dam of Latin America in the 

when we try m compare today's conditions to those that can- 
ce planners in 196 1. 

This book is not intended ro duplicaa the fine mluma thar have been wrirten 
h u t  the Alliance by D. Rogers, Jerome ERVhwn and Juan de Onis, Tad 
Szuk, John Dreier, Hamy Perm, and others, to mention only some of t5e U.S. 
commerrta~on. Some idea of h e  mcensive lixerature will be found in the footnotes 
to some of the essays in this w1ume. 

Thanks are due to all of the persons who collaborated in making this volume 



possible, and apedally to those who contributed their time to make the confer- 
ence a success. Special thanks p to J de la Eva, the * k e l s  director of 
adminkration of GASA, who made the conference happen and who organkc! 
everything so that rhe production of this volume was relatively easy. David 
h a r d ,  an able conference manager, Alison Rafael, who put in long hours 
editing this volume, and John C h d ,  who helped in the research and organiza- 
tion s q p ,  were as0 in&pensabe. My thanks to all. 



B e  Ori-gns and the Concept 



like Alli~ncefm Progress: 
Concept and Creativity 

Twenty-five yean haw passed since President Kennedy summoned the Latin 
American diplomatic corps to the White House, on MaKh 13, 1961, to an- 
nounce that the United States was prepared to support a hemispherewide d d -  

he cded the AUiance for Progress. In those 25 years, the 
me an almost forgotten chapter in history, an aberration in rht 

long history of U.S. ind8erence and neglect of its ne&bors. It was always 
controvet-sid in execution, and even in its demise. Becawe of &at 
connoversy, it to take a doser look at what actually happened during 
those years, th , of the 1 960s. essays in rhis volume, written by 
rhe panicipants in the ce from both the U.S. and Latin America, propose to 
do thar. 

In its h e ,  the Alliance for Progress was applauded as a new era in inter- 
American coopendon. It had been praised as an example of the best in U.S. 
policy toward briPl America, merging strategic and security interests with eco- 
nomic and social measures consided vital for s h e d ,  democratic growth. It 
was aim condemned as another exercise in hegemony and denigrated as the 
impusidon by the U.S. of its own soc d criteria u p  &E- 
cultures. One Ibnner ambassador, Wis d e d  ua N o d  blue 
prim for upheaval throughout Latin America: while others criticized it as Wing 
&on a sale too small and a pace too slow.m The date of the Alliance's demise was 
equally controversial; some identify it with President Kennedy's assassination, 
charging that President Johnsun's more pragmatic focus on economic perfor- 
mance undermined the vital politid and social reform aspects of the Alliance. 
Orhers giw it a quieter burial in rhe 40w profile" or "benign neglect" days of 
President Nixon. 

Preside~f John E Kennedy approached the concept of the M h c e  with trepida- 



don. He knew the underlyhg problans would not yield easily to solutions. He 
was convinced, however, that economic developmenr in Latin America depended 
upon establishing the bare for a more participatory economic and politicd system. 

It would have been easy a, go through the mo@s of help@ I t a h  America 
using the old patterns, throwing money at the problems in the conviaion that an 
upturn in the economies would hide the le from view7 at leas "on his 
watch: But Kennedy's vision was far b decided &at if it was worth 
doing at all, an effort had to be made to help the Latin American nations escape 
from their cyclical psnem of poverty and dictatorships. It was essential. to take the 
risk to try n, establish an insdtuti~nd base thar would favor the growth of 
democratic sodeties. He undernood that the enormity of the task required com- 
pelling inspirations and prodigious visions, even mythology9 in order to break rhe 
inertia of centuries of tradition. If fundmend uansformations in political and 
s o d  institutions were needed to move Latin America on the path to modem.&- 
tion and development, then timid sreps dwelling on obsrrdes and & & d ~ e s  
would doom the enterprise from the beginning. 
As difficult as we perceive our problems today, Latin America of 1961 was a 

Msrly different world from 1986. As Walt W. b~fm points out in Chapxer 24, 
the lare 1910s were marked by a sharp deterioration in the ?ems of vade for 
Lack America in the world economy, c ~ ~ t r i b ~ t h g  to a significant loss of motnen- 
turn in the Eatin economics. A burgeoning popularion -among thc fasfest 
in the world at over 3 percent per annum-threatened to inundate the &prepared 
societies. It was a young continen$ in which over haif the population was under 
the age of 20 and was rapidly approach b market in economies that  we^ 

proving unable to generate employment. migation to the cities was trans-- 
forming the countryside, as it was thmu&out the wgtem world, rmdting in 
d i d  urban sprawl and slum conditions. Forty million people were e x p e d  to 
migrate to the cities during rhe 1960s while job creation was pmcedhe; at a pace 
that would produce only 5 million new jobs. Illitency abounded. Agriculture 
lagged behind population , forcing increased food imports, while cornmod- 
ity prices for Latin America's exports, partiduly coffee and sugar, were continu- 
ally falling. The continent's role in world tnde was since most of the 
ecowmies remained largely dependent on single produns for foreign exchange. 
Abut  6 2 percent of Brazifs expon earnings in 1 959 were from coffee, 7 1 percent 
of Chile's were from copper, 58 percent of Bolivia's were fmm tin, while Colom- 
bia earned 78 percent of its foreign exchange from coffee and Honduras depended 
on bananas for 57 percent of its hard currency earnings. EEom m divers+ were 
stymied by a la& of capital and domestic savings. The bmnt of the diminishing 
per mpia production ram fd on families in the lower income brackets as a result 
of inequitable mation and land tenure synems and unremitting inflation: These 
phenomena were creadng a widening gap between rich and poor. 

Into that bubbling & d m  came the sudden threat of "alien ideologiesn that fed 
- 

on the underlying problems. Fidd Cwro7s ascent to power in Cuba war the 
seminal event of the period, marked by the admonition in his address ofJuly 26, 



1958, that the Andes wodd become the Sierra Mawra of South America. The 
threat was not taken lighdy in W a b g o n  and was reinforced by the obviously 
m n g  inroads of M a d  docainc in Latin America's educational s y m  and 
economic thinking. Howmr* while these negaxive political factors were con&- 
doning U.S. public opinion to support the initiatives of the Albmce, they were 
not the predominant motives of the policycnaters. The people who shaped the 
AUiance were primarily *=ubled about the u~~derlying inequities that were &- 
toning the political evulurion of the Latin American nations. As Lincoln Gordcn 
emphasizes in Chapter 4, populism and unrealistic national policies were per- 
ceived as a greater immedkte &.reat: than communism. 

The precarious condidon of Latin America had by no means been ignored by 
the k ~ d i n g  thinkers of the region. The Alliance was nor, as is widely perceived, 
invented in rhc U.S. nor conceited in rhe Kennedy Admhisp:%ation. its o w  
wefg y rooted in the w i d c s p d  frustration and new currents ofihougbt &at 
were beginning to sweep fatin America at the time. Influenced by the innovative 
thinking emanating f' rhe United Nations Economic Commission for tatin 
America o, under the ledexship of the Argentine economh Ra 
nav Social Dernocmiic and Christian Democratic politid forces were 
to adopt dmioprnent-oriented reformist p k s .  Vaezue1a's new 
government, under bmulo  Betancourt, had already begun to implement a pm- 
gam in education, housing, health, and land reform when Fidd Camo was still in 
the mouotains. The essays of Doughs DiUon, Lincoln Gordon, Arthur Sc& 
singer, and kIipe Herrera in t h i s  volume about rhe or-.i.pins of the Alliance make 
&is abundantly dear. 

The cad@c force came in 1918 from Juscelino Kubiitschek, the dynamic 
president of Brazil, with his propod for an "Operation Pan-American to revive the 
hemisphere. Douglas D i n  describes in Chapter 2 how impressed he was by the 
arguments of the Latin Americans of that time and how thqr served to d y e  
thc thinking of the Eisenhower Administratiion, Leading to the creation of the 
Cornminee of Praidentid Representatives (Committee of Twenty-One) in 191918. 
The Act of Bogota, which followed shordy &cr&er in 1959, gaw binh to the 
hzer-American Dewlopment Bank and id President Eisenhower to ra~mnend 
to the U.S. G n g m s  the establishment of a fund for social development, which 
later beame the Social Progress Trust Fund. It dso led the United States to begin 
considention of the fm major commodity agreement, the International Coffee 
Agreement. Indeed, the p f the Alliance for Progress was laid out in its 
major components in is "Repon to the President on United 
Staites-hxin American klations" in December 1958, a remarkdly prescient 
reprt  that conmined the basic elements repeated in &orz every report since 
produced on inter-herican relations. 

fur Progress, as fmdy arcicdated by President Kennedy, went far 
that had ever been proposed or undeden  by the United States 

and Latin America, as Lincoln Gordon and Anhur Schleshge~ point out. It 
mu&r to address rhe underlying relarionships of a society as they interacted in the 



social, economic, and plidfal institutions of the nations. That is why it is tacky 
difficult to speak of the success or failure ofthe AUisnce in tenns of GNP pd 
or qumeiries of financial z s s h c e .  Even at that time, the real issues were douded 

amount of impatience to demonsrare tan9;blc results. The late 
Perloif, a member of the Alliance's "Nine Wise Men: once commented 

that 'kh'rhe M i c e  functioned as though it vlas ready to go om of business any 
moment" with high visibility projem and short tenn gods p 

sausfy rhe insatiable Canpiond  appmpriatiom h 
hall Plan ofthe previous decade, which had as its basic mission the provision 

capital for dme10ped but devastated economies, the Alliance was rooted in 
bmnce to the concept of an endrely new future for Laxin Ameri- 
issues of social equity and institutional refom that required the 

careful building of institutions and infra~~mmre. Wile  the simdmeous pursuit 
of such diverse s o d  justice, economic p w r h ,  stability, a d  
private sector in em may seem naive in m m s p ,  & major o b j e k  of the 

for P r o p  was in &e&g attitudes and budding institutions capable of 
changing rhe & i o n  of Latin America. 

In one sense, the answer to the question of wherher the Alliance was successful 
ing =yes: as a new ge3emi~n of leaders educated during the 
ce takes its place in the 19805 with a firm dedication to 

democratic principles and sophistication in regard to global economic issues. On 
the economic side, the positive achimments dare to the new institutiors that are 
now maturing in the nations of the Americas. These are onty now providing new 
insuumencs and flexibility in the social and economic structure. 
tkhed a whole new ent~epreneurkd dass with diverse interests in 
indusvy to mortgage banking. In one sense, rhe greatest success 
may be said to be the confidence it generated that America codd absorb 
massive amounts of capid, l&g to the unpre halax of 0- 
biltion in loans from comme~id  banks in the succeeding decade of the 1970s. 
O n  the other hand, a number of partidpants in the policymaking at the time 

questioned the Alliance's rangible acc~mpiishments.~ These were dearly disap 
poinnng, apeciaHy when the specific economic advances were juxeaposed with 
the d m & g  population g o d  rates which left increased unemployment, 
housing shortages, illiteracy, and ian&ess paarts  in spite of rhe Alliance dons. 
William D. Rogers, the U.S. hcad of the AUiance p s in the mid-I 960s 
commented & a ~  "the stark &at the lives of most people had changed 
rmarhbIy linle during the ce periodr3 Another negative impact was the 
enormous amount of Bight capital of the time, which is attributed to the uncer- 
&ties resulting from the unstable p&d of Continuing capital fight, 
combined with the unprecedented binge of foreign bormwing and corruption 
which ensued in the 1970s, drained the resources of the countria and hobbled 
Latin America's dmlopment for decades to come. 

On the lath American side, there were sharply cdicting perceptions. Many 
wtesmen agreed with the views articulated by former Colombian President 



Abetto Uens C m w p  who saw rhe Alliance for Rog~ss as a major turning 
point in the actitudets ofthe united sates toward ht in  America. Others expressed 
an underlying &rust of the modves of the Uniad States, from cynical 
appraisals of the AIIiance's links to U.S. s&ty interests, because of the advent of 
Fidel Casuo, to more serious opposidon from vested interest groups &ax were 
affected by the various "refom" proposals. The essays that fdow explore many of 
these armments. Perhaps one of the most interesting a p p d s  of the ce in 
&e 1%; of hisTory comes from four Latin American economists wha reviewed 
the condition of Latin America in the I. 980s as it confronted rhe debt crisis. They 
state: 

n e  &g point for Lath America is mush h e r  than is f~quendy redzed. savings 
ma, despi~e recent dedines, are quite high. Gcmmments are ef-kaive pro~ders of socia! 
services. . . which, despite wide c o u q  variations, are comparable to those of other 
dadoping counPies at similar income levels. The same thing, bowwa, cannot be said 
about tfi& e ~ ~ w n e s s  as produceas and rephtors. Economic i n h c n r r e  has been 
enabfished in the a d m ~ e d  cornpies of the Rgion. Export expansion has been i r n p b v e  
in several cases: Brazil now Jdls aircnft m the &ired States, and Argentina sells tur6k.i~ 
for electricity plants in the inzerndond market. The successes of the 1960s and 1970s 
keviub1y left positive resub, dong with h e  b d d u p  of h b d c e s  and keffickncies hat 
bmughr them to a halr.5 

Perhaps the most important point missed by those debating the merits of the 
Alliance was that the effort udeashed enormous forces of creativity in the hemi- 
sphere. The energies of men sue% as juscelino Kubitschek of Brazil, Grlos Llerss 

po of Colombia, Eduardo Frei of Chile, hi3 Pretbisch of Argentina, Jose 
Figueaes of G s r a  Kca, and Ramdo Bmcourt of Venezuela, to men& a few, 
were galmized and focused on development. AIbcrr 0. Hkschman, wridng 
towad the latter pm of the N i c e  in 1967, spoke of this creativity when he 
said rhat we learned a great deal, but what we learned is not what we expected to 
ieam.6 Refening to che inherent creativity that d ~ 8 y s  exim in any human ven- 
ture, always underestimaed in the dewloping countries by both bureaucrats and 
schokrs, he cited the innovative abilities of the Hatin American leaders in taking 
on tasks unparalleled in the region's hinoty. It is always dificdit to gauge the wide 
mge of forces set h modon when engaging in the internal political systems of 
other narions. This was especially me of the rn yriad of forces- pliticd, inninr 
tional, and social-that were set in motion by the Alliance for Progress. 

It is imponam to reflea on the criteria for evaluation of rhe long-term reforms 
targeted by the ~ a n c e  planners. These cannot, by ddmitioa, be derived fmm 
cold annual economic data Decades- sometimes generations-are the proper 
measure. President Orciz Mena of the inter-American Ddopment Bank, who 
was Finance Minister of Msrico during the Alliance's early days, expresses doubt 
in Chapter 9 that the wide-raging changes and momentum &at rook place in the 
d d e  would haw been possible without a central focus such as the MAllianu: for 
Progress. In Chapter 2 1, former Panmarrim President Nicolas Ardito Barlm,  



one of rhe young economists during the early A&ance days, mtes that new 
dewfoprnent issues were inscibed on the politid agenda, new pmfessi~ns gained 

illity, and the forces for peaceful re~91urion gained a legitimacy that they 
had ken  rapidly losing in rhe turmoil of the day. 

Egudy undedsn9xed was the powerful individualism and instinct for free- 
dom that resides in La& Arne&. Arthur ScHesirrger points out &at, in ram- 
spect, nationalism, not class revdudon, is the "most potent politid emotion in 
Latin America, then and n d  Throughout the Albance years, and in the preced- 
ing decade, fears were continualty cxpresscd that it was lone minute to midnightm 
and that the people of Latin America were prepared to vade their freedoms for 
the undefined lures of communism. Given the emergence of Fidel Cesvo and the 
aggressive polides of the communist nations to influence education, it was feared 
&a the minds of youth - m d d  be indelibky influenced asld &e I&t of f ~ e d o m  
extinguished in th; countries of rhe hemisifhere. Borh h h ~ r y  and recent experi- 
ence show a different outcome. In Soviet bloc countries, as well as those t e m p  
d y  under the nvay of I'darxit regimes, no form of education has been devised 
&at can wipe out the indomitable inninct for individual expression and f d o m .  

force csn repress it, as was the case in Latin America in the succeeding 
decade. A generation may be inrimidated into docility. But no pMos0phy can 
eradicate libeny from the human mind, certainly not in the fiercely independent 
minds of die people of Latin America. 

Indeed, the experience of Ladn America in the years foUauing the Alliance for 
Progress is a case in point. Howard Wiarda, in his trench 
asks why, given the profound hopes and ideals of the 
entered one of the darken and most repressive periods in its hist~ry during the 
decade following the Alliance. Leaving the answer to  &at q k m  aside for rhe 
moment, one can only be buoyed by the resurgence of democracy duou&out the 
hemisphere during the last few years. Perhaps, as rhe skeptics assert, it is because 
the treasurier were empty, leaving the military with no incentive to remain in 
power. Perhaps it is due to the fact that the military fm&y perceived their 
inability to manage a modern state, as the gcned public quickly leaned. But it is 
also possible &at the id& and ideas sowed by the AUhce fell on f ede  ground, 
and that the traditional Latin h e r i f a n  culture, marked by strong components of 
individualism ad independence, could not be reprased indefidtely-es~dy 
after the momenrum provided by the AUiance yean. It is no coincidence thst the 
young people who grew up during the Alliance years are those who are moving 
into positions of power in thck co~tntries as the resurgence of democracy p w s .  
Whether this too is just another mrz. in a perpetual cyde, future generations will 
have ro judge. 

The fmmciat aspeas of che Alliance and its akennath con 
kes50ns. Tberc was much dA during the planning of the 
mce of e x m d  resources and k~wtment. The daring ambitions of the Alliance 
were to channel to the region t 20 biUion in foreign ssismce in a decade, with 
$10 biilion corning from official sources and $10 billion from private sources. 



Thar amounted n, $2 billion a year, a target that war just barely met (see W e  
1 .I). The anention @tcm to the ex~trnd component, however* overlooked the facr 
that &e major invesmnem in production came fiom internal souroes as a mult of 
conhudy increasing rates of domestic savings. All of the capid needed to 
"produce the pmioiss yem? pmdu&on, plus most ofthe increment, came from 
domestic invenment. The role of foreign capid was mahghd, as the data demon- 
strate. By 1970, the Inter-hepica D ~ v ~ ~ Q P T T P ~ ~ ~  Bank was ablc to report thar 
t?e region was mobilizing considerable domestic resources with increased internal 
invmment. The bank reported tkst in the 1966-69 period, domestic savings 
~~counted for 9 1 percent bf mtal investment instead of the 80 percent forecan at 
Bmta del Este.' Domestic savings eoeficiats of over 20 pemnt were reached in 

ntina, B d ,  and -Mexico. On the utional side, the impact of the d h h -  
of rhe inter-American Dc~hpmenr Bank is only just beginning to be f&. 

\Yhen one compares the 82 biCion annual target for external finance during the 
ce years to rhe situation today when the IDB alone appropriates almost $4 

billion annually to rhe region (which could soon be $6 billion if agreement is 
reached on the proposed repXe3nmshmmt), the long-term impact of kmim9ional 
changes becomes apparent. To that should be added the World Bank atocapions 
for Latin America, which currently amount to over t 3 billion. This means that 
f'm these two itstitutions done rhe region wiil be shordy receiving S 10 bittion 

u d y  in external resources. In rhe context of history, th is  =end is only just 
begitdg. Even discounted for inflation, the numbers are impressive. 'Ihe full 
Lninpact of these hseitutions is yet to be f&. 

hdeed, the red !egasy of the Alliance, f~pueratay O E H ~ O O ~ ~ ~ ,  is the enormous 
~ o ~ d e n c e  ir helped to generate at that t h e  in the fmmcid community. This 
confidence was dtimady the AUiaarce9s undoing. By the en8 of the decade, 
growth ratg of the GNP were reaching a steady 3 percenr per capita, exceeding 
the Alliance ragas. This far exceded the boldest projeCUons or wiidest ' 
tion of any planners or politicians, uld it took pt& before the enormo 
ofmemd resources that occurred in the 1970s. Compared m the 1960s 
$20 billion Lt capefdly measured doses for s 
billion flowed to Latin America, as the current debt load will attest, without any 
planning or p r o p .  While ir was part of a preme&eatcd effm ro rechannel 
some of the capital omacted from rhe dewloping comtTies by the oil-rich nations 
of the Mddk East in the mid-1970s, its effects on h e  Miace were at f irst  
etecnic and ultimately dwmahg. It totally diverted the focus of the region from 
rhe need for ktlemti.ond coopezztion. n;e elaborate infmtnxmre for national 
planning and coopemion esiabfkhed as pan of the Mimce was no longer aeces- 
2 . q .  No one had to go to any ini~er-American conferences or meetings. No h e r -  
American agcnfies, integration of markets, or national plans were required. AU 
the arm= minister of finance had to do was go to his neighborhood bank and sign 
a loan. It literally nined money in Latin America in the 1970s. In shon, with the 
Infl!w of comrnerckd loans in the 1970s, the inter-American Klfmtuaure of the 
M h c e  went down the drain, not because of its fdures, bur because it b m e  





m e -  * . *  
* d m  

I C , -  
m- 

gr, 5 gza 
cans- 
-& @ 

- r* i  -Ta 
d -2 

ZeZJ 
-& a 2 -  - 

FB * e.0- 
s=b E%fdbd 

y - 2  
m e -  --- 
& = m e  

--s- 

C O s G G  
we- 

h o e W  
$ 3 3 9  a 4- 
=iB.k&?2  
= e m Q  w Ed -co 
e3 .-d 
kl e.=?l 

S L d  G@ 9 
ap sx, 

w3 lsl, S a  web- - 
*d - - 
a m -  --- 
- . a m -  -- 
a%== 



irrelevant. E m  though their eRea was skewed, and hey barely replaced the drain 
of the lo& ~ o r a o ~ e s  h r n  the oudsw of resources in the form of increased oil 
prices and higher interm rates, the petrodollars nonetheless took care of local 
demmd. 
By the mid-1 970s, hardly a word was heard about the Alliance for Pr-ss. 

THE WMBERS 

The real impact of airy effort inwlving social change and institution budding 
cannot be measured in numbers. Inestimable intangible benefits are rooted in 
chmp of attitudes and motivation that weigh far more heady on the future 
&an can be expressed as dollars transferred or houses buk. The p p 3 . e  who 
receive an educasion and new perceptions of their destiny, &the 06cids who 
acquire new tools for mmi+g society's needs, and the kxitutions that facilitate 
new panems of behavior an: the elements that make fhe difference. The numben 
may give a hint of the facrories built or vactors used. Bur rheir one-dimensiond 
view is universally misleading. This k espeddy tme of the Alliance for P m p ,  
given the narure sf  social "inwntion" that was hvoExd. 

Having said this, howevler, it still must be achowIedged that one cannot 
d u a t e  the ce withoat looking carefdy at the numbers. ahis b because 
the ABfimce, in one sense, demanded it. It declared its own criteria for success, 
with precise objectives, as no b t e r g w e m e d  program ever axtempted before. 
In one sense, it was he most elaborate catalogue of the cornponenu far dmfop 
ment ever set forth in a public document. Its agenda ranged from the designation 
of specific levels of education to the adminkratix machinery in ministries of 
heal&, from s p d c  targets for intend savings to the role of cocperatives. It was 
a mr & fmw of social and economic engineering. 

Nond~eless, ?mident Kennedy set rhe cautionary tone in his initid message 
when he emphasized that the goals were nothing more ?ban a begimhg. uU we 
are successhl, if our effort is bold enough and determined enough: he affmed, 
"then the dose of tIri decade will mark the b k g  of a new era in the 
.4merican experience: Not the achicvanmt of these goals, but a beginning. Not 
the completed edifice, but the buildkg of a foundadon that would enable societies 
to begin to mIve in a more balanced fashion. The major god was to get the basic 
insitutionza1 elements in place so that there wodd be a more coherent framework 
far h e  eventual re ion of true democracy md human fieedorn. It is in this 
cantext that the numbers that follow should be appraised. 

The Charier of Punta del h e ,  signed on August 1 7,196 1, set forth 94 specific 
objectives toward naGond economic and social go&, acco&g to the Or-- 
tlon of Amcsbcan Sa~es .~  They c a v e d  dm= every aspect of =id and econom- 
ic activity. They ranged fmm die majcr objective of achieving s+d  economic 
a f o d  by mkiia per capira income not less than 2.5 percent per year, to more 
b 

gened gods of s ~ d  jisrice and more equitable income dkrib~~tion. h a num- 
ber of areas specific targets were set forth, such as yeform of tax and 
suurmres, provision of low-income housing and health services, strengthening of 



. . labor o ns, and the achievement of economic integration. In spite of rhe 
tone of President Kennedy's i n i d  address, many ofthe goals were emordinarily 
specific, such as the improvement of life cvpecrancy in the decad-: by "a minimum 
of five years: the provision of potable water to "not less than 70 percent of the 
urban and $0 percent of the mal population, and a 50 percent reduction in infant 
mortality: No area of nattonal activity was sacrosanct fmm the ambitions of th9 
Alliance planners. It was truly a remmkb1e undertaking if not the most blatant 
example of hubris seen in modem life. 

While per capita economic growth was impressive, with rates reaching 3.5 
percent snnudp in the dosing years of the A l k m ~  (1968-69) compared a, an 
average of 2 percent for the 1950s and the eady 1960s, thek-e were great variations 
in individual countries (see Tables 1.2 and 1.3). This was to be expected in a 

Coua t ry 1961-65 1966-69 1966 1961 1968 1969 

Argentina 2.9 4.5 0.2 2.3 4.7 6.6 
Barbados 3.5 5 - 5  4.0 7.8 6.5 2.3 
Bolivia 5.9 6 . 1  7.0 6.3  7.2 4 . 8  
Brazil 3.1  7.4 5.1 4.8 8 -4 9.0 
Chile 4.7 2.9 7 - 0  2.3 2.7  3 . 5 
Colombia 4.6 5.2  5.4 4.2 5 .5  5.8 

Costa Rica 5.7 6.8 7.3 7.1 5.8 7.6 
Doainicas Rep. 2.3 4.5 12.4 3.3 3.1 7.0 
Ecuador 4.8 5.5 4.6 6.5 5 .2  4.9 
21 Salvador 7.7 2.8 7.2 5,4 -1.2 4.2 
Guatemala 5.5 5.2 5.5 4.2 5-7  5.6 
Haiti 1.3 1.9 1.9 1.4 2.0 2.5 

Eundur as 4.9 5 .5  7.6 6.5 7.0 3.1 
Jamaica 5.3 4.4 3 .8  2.9 6 * 1  4.1 
Mexico 7.7 3.2 6.9 6.3 8.1 7.3 
Nicaragua 9.6 4.8 3.1 5.3 4.7 4.4 
Panama 7.6 7.3 7.6 8.6 7.0 6.5 
Paraguay 4.7 5.2  1 . 3  6.7 4.8 4.2 

i 
Peru 6.2 2.5 5.7 4.6 1.4 1.7 
Trinidad L Tobago 3 . 3  3.2 3.7 5.7 3 . 3  1.0 
Uruguay 0 . 3  -0. b 3 . 3  -6.5 1 . 2 5.5 
Venezuela 7.9 4.3 2.3 4.0 5,3 3.5 

Latin America 4.9 5.7 4.5 4.4 6.3 6.5 

Socrce: Inter-Bmerican Development Bank, Socio-Ecaaomic Progress in Latin 
America; Social Progress Trust Fund Annual Report, 1970. 



Tabk 1.3 
.bebica: Variation in Per Capita Product (fercenrages) 

Country 1961-65 1965-69 1966 1967 1968 1969 

Argentina 
Barbados 
Bolivia 
Brazil 
Chils 
Colambiil 

Costa Riea 
Doninican Rep. 
Ecuador 
El Salvador 
Guatemala 
Haiti 

Ifondur as 
Jamaica 
Mexico 
Ricaragua 
Panama 
Paraguay 

Peru 
Trinidad & Tobago 
Uruguay 
Venezuela 

Latin M e r i c a  1.9 2.7 1.6 1.4 3.2 3.5 

Population growth rates during the period considered were 1 per cent 
in the industrialized countries, 1.4 per cent in Southern Europe, 2.4 per 
cent i n  Africa, 2.5 per cent in Southern Asia and 2.7 per cent in the 
Hiddle East and Eastern Asia. These compare with an average rate of 2.9 
per cent for Latin America. 

Source: Inter-American Development Bank, Socio-Economic Progress in Latin 
America; Social Brosress Trust Puad Annual Report, 1970. 

sprawling hemisphere with enonnous differences in standards of living, pditica 
systems, and l m k  of productivity. While the accelerating pace of Argentina, 
Bradl, and Mexico at the end of the decade served as the region's engines of 
growth, the OAS study noted that only seven countries had amtally reached the 
appointed target of 2.5 percent per capita annual growth. Twek nations fell short 
of the goal. In nvo counrries, Uruguay and Haiti, per capita income armally 
declined during rhe derade. In comparison, during the 195Os, without any Alli- 
ance to blaze the way, six of the counuies, including Brad, Mexico and Venezue- 
la, achieved a per capita growth rate of 2.5  percart (see Table 1.4). 

Latin America's economic performance became rruly impressive. In the 1 9 70s, 
prior to the impact of the 1973 oil shock, annual growth rates for the region were 
climbing m a composite avenge of almost 7 percent, or h o s t  4 percent per 



capixa, the h-ighehest in iu modern history (see Table 1 -5). It should be borne in 
mind that &ese were she years before the influx of commerdal capid from the 
recycling of pc~rodoUllars. The only external stimulus a, Latin America in those 
years was the increasing momentum of the AUiance efforts and an expansive 
world economy. iMeantred by economic p w t h  rates, the impact of the AUiance 
speaks for itself. 

The i n d h a l  sector was dearly the most dynamic during the period. The 
impact of industrialization of the economies of the region, as reflected in the 
figures, however, was ambiguous. Tne overall percentage of economic activity 

Table 1.4 
Latin America: Amage Annual Growth Rates of Per Capita GDP ax Factor Cast, 
1951-1970 fI"ercenmges) 

Country 1951-55 1956-60 1961-65 1966-70 1951-60 1961-70 

Group I (countries t ha t  grew a t  an average per capita rate of more than 3.5 
percent bstween 1961 and 19701 

Panama 2.0 2.8 4.7 4 .6  1.9 4 - 6  
Nicaragua 5.0 -0.5 5.7 2.2 2 .2  3.9 
?Isxico 2.8 2.6 3 .6  3.6 2.7 3 .6  
Bolivia -0.5 -2, "7 2.8 3.7 -1.7 3.2 
Brazil 3.7 3.7 1.6 4.3 3.7 2.9 
Costa Rica 4.5 2.1 1.8 3 a 3 3 . 3  2 - 6  
El Salvador 1.6 2 1 3.7 3.6 1.8 2 6 

Group IX (countries that grew at a sate below 2.5 percent betwe211 1961 and 
1970) 

Guatemala 
Argentina 
Peru 
Chile 
Colombia 
Scuador 
Honduras 
Venezuela 
Paraguay 
Dominican Rep. 

Group XI1 {coantries whose GDB growth rate declined in 1971-70) 

Uruguay 2.7 -3 .3  -0.4 0-  3 0.6  -0.1 
Haiti -0.4 0.2 -1.2 -0.2 -0.1 -0.7 

Lat io America 2.2 2.0 2 .1  2.7 2.1 2.4 

Sources: Data taken from ECLA figurss, national accounts of the countries 
and the OAS Secretariat, OAS-CIES. 



T&fe 1.5 
Latin America: Annual V;uiazions in Gross Domestic Product By Countries, 
5 96 2 - 1 9 80  (Percentages)' 

Source: her-American Development Bank (IDB), EEonomic and Social Progress in Lzhn A h ,  
1980-8 1 

involved in industry and mining in 1 969 stood substantially higher than in 1950, 
with corresponding declines in the agriculture, forestry and fishing sectors (see 
Table 1.6). The dam indicate that the progress was an anension of trends already 
apparent and accelerating in the previous decade. In several countries the industri- 
al senor did not grow as fast as it did during the 1950s. By the end of the decade, 
however, d u e  added growth rates in the manufaawing sector were increasing at 
record rates in almost dl countries, with overdi growth for the region at 8.6 
percent led by Argendna, Brad, and Mexico, where growth averaged over 9 
percenr per year (see Table 1 -7). 

W e r  d m  were not as comforting. In the area of rrade, ha,& America's ~~, 
although positive in real rerms, lagged substantiaUy behind the overall growth in 
world made, reducing Ladn America's percentage of global economic trade.' 
Already signs abounded that the protenionkt policies adopted by the Latin 
American nations, contributing to rapid domestic growth, were creating an indus- 
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TabIe 1.7 
Latin America: .Manufacturing Value Added 

* - f * O  0.0 

8.9 ? 7 
: .- . . 

t.: -2  .? 
6.4 3.5 

iB.3 6.5 

*Inclndes rining. ~ h i c b  is rhese cocntries c o n t ~ i ~ a t e s  a very saall prepor~ion LO gross doresiic prsduce, 
zID8 es~iraces. 

SOURCE: IDS, m?-Econosic Progress inlatin Bterica, I969 

growth into account, Table 1.8 indicates that a imer proportion of the working 
population was employed in industry in 1968 than in 1955. Given the paallel 
objectives of creating jobs and fostering a more equitable distribution of income, 
the impact of industrialization had mixed results. This affords some indication of 
the massive problems that face a hemisphere for which SO percent of the popula- 
tion is under the age of 1 8. 

The agricuitural seaor was the problem child of the Alliance. ?he gnat trans- 
formation of rural populations, as a diminishing agricultural work force is re- 
quired to meet the demands of food production, has affected Latin America as it 





has all countries during the wenderh cenruiy. The Latin American equation, 
however, contained anorher ingredient - a dispossessed and impoverished landless 
peasantry-which injected a poiitid element far more volatile than in orher 
Wmem nadons. Promoting equity and social justice was as imponant to the 
AUiance programs in mral areas as was rhe god of improving food produetion. 
The rwo did ncrt easily mix. 

Agriculture had the poorest shaving of all sectors during the 1960s. Despite the 
rhetoric and anention ro the development of infrasrmmue in agricultural educa- 
tion, extension, and credit facilities, the region was unable to alter what Rostow 
refers rc as its "perverse agricultural policies." The average per capita p w t h  in rhe 
agricuitud seaor during the Alliance years was 2.6 percent annually, compared 
to an average of 3 -9 percent in the previous decade.1° The major impact here ax, 
was insdr~t~~IId, esrablishing a bask for berm undemanding of the underlying 
fwors involved in himproving agridtural production. Considerable growth was 
registered in agriculiud educadon fadities; average enmlhent Increased in inter- 
mediary and advanced fdltiies from approximately 30,000 per year in 1960 to 
1 1 5,000 per year kt 1 970 (see Table 1.9). Whk mechanization ofa@cu1tu~ 
posted impressive +s, with rapidly expanding numbers of mctors in use," there 
was significant shortfall in other essential elements of an effective agricultural 
seaor such as the improvement of storage facilities, tmspmrion and disnibu- 
tion. 

More imporrant in terns of Alliance goals was the objective of +an reform. 
Housing, work, and land (uabo, trabajo y timn) were rhe touchstones of President 
Kennedys Mar& 1 3  address, and the concept of ~ a r i i a n  reform was among the 
most spedfrc of the Charter of Puma dd Este, which reserved its strongest words 
for "the transformarion . . . of unjust structures and systems of land renure . . . as 
a guarantee of f~edorn and dignity? 

The emphasis on land reform was [he major element that the U.S. pressed on 
Lash American nations in the early yean of the AILiance and the one h a t  
contributed most to the image of rhe Alliance as a U.S. program. It was not an 
element foreign to U.S. policy. Since the early days of the Republic, U.S. politid 
thinking placed an extraordinarily hgh vdue on the importance of land owner- 
ship as a basis for political srab'dity. lit was reflected in environments ar diverse as 
Puerro Rico at t!e turn of the century and Japan under General MacArthurSs 
occupation adrninis~mion. Land refcrm, however, is an uniquely domestic con- 
cern, interplaying with a wide range of national economic and politic2 forces. In 
La& America, it rapidly became one of the most contentious and controvmiizl 
issues of the Alliance. While the OAS was able to report early in the Alliance that 
Uvimdy all of the countries of the region have passed laws m promote agrarian 
reform or have m e d  some type of program to transform or change the systems 
of land tenure and use: lit& red progress was recorded.'2 

Two things became apparent in the area of land reform in most of the coountties. 
Fm, traditional resistance in the societies was far more potent than contemplated, 
even though considerable resinance was dearly foreseen. The major landowners' 



Table 1.9 
%ah b e r i c e  Enrollment h Agriculmrzd Schools a;: Intcrrmediare 
and Adweed k e l s ,  1960 and 1 969 

a. 1967 figure; not hc1udd in totals 
n.a. miavailable. 

expeaed defense of their interests ran me m form. The issues, however, were 
fraught wwi sosodd and political implications affecting the balance of power in the 
society. Broad and deeply rooted cultural perceptions and prejudices inhibited 
land reform from becoming a major part of the agenda. Not only the landed 
interem but rhe middle dmes felt themselves vulnerable to an awakened peasant- 
ry. Second, far less meaningful activity went on than the & R O ~ ~ C  suggests. While 
statistics are not rwd'iy avdable, if there had been serious reform, someone 
would have been making more noise about it. 

The red impact of land reform remains elusive. Data on land redhibutton 
were always scarce. A 1 9 6 9 Rrport to the U.S . Congress nored that 400,000 
famdles were resettled and received rides to their Imd.I3 The Inter-American 
Dwe1.0pment Bank as recently as 1986 reports that more than 3 million families 
haw benefitted over the quarter of a century <ice the beginning of the effort, but 



that 90 percent of b s e  are in &e three countries of M ~ c o ,  Bolivia, and Peru 
(see Tab1 e 1 .lo), 

Equdy important, the concept sf agrarian refom was always recognized as 
encompassing wcfy more than the mere redisaibution of land. It was viewed as 
an integral process to improve the economic capacity of the farmer, his ability to 
fm and get his products to market. This meant credit facilities, fedizer, ma- 
chinery, extension services and education. AU of these, including rural and com- 
munity development projects, water, and health were given carefyi atrention in 
the planning process. According to the QAS, however, fkw of the countries 
pmvlded the necessary resources for these complementary services.I4 It t true that 
11:ilch had to be done on such preliminaries & the legal definition of parameters 
and cadastral sun-eys. In this, much was achieved. However, as indicated above, 
the number of acres actually expropriated and families benefitting were minimal. 
The situation has changed M e  since. 

The specificky of the goals  set for& in the field of health, ducation, and 
housing was m l y  remarkable considering the inexperience of rhe planners in the 
field of development and the poor historic record of Ladn America in these 
sectors. Many of the countries in the region were dual societies, with the ruling 
dires paying lide attention to the pmbfens of poverty and the rural areas. In spite 
of thar obstitclc, the Charter of h n t a  del &re pledged major advances within the 
defade in improving mortality rates, sanitation, water supply, and disease control. 
Life expectancy was to be increased by five years. Considering that, on the whole, 
life expectancy levels were already respectable and that Latin America was already 
benefitting from many of rhe major advances in health care that had t h  place in 
the postwar era, rhe goals in health appeared to be atrainable. Indeed, the p r o p  
in the field of health during the decade of the 1950s in ail of the countries was far 
more impressive than during the AUiance years, as is evident in Table 1.1 1. 

The accud achievements, however, were spotty. Life expectancy continued on 
an upward mend, reaching a par with the major industriiized nations. The 
number of hospital beds increased, although hardly keeping pace with the expand- 
ing population (see Table 1.12). Similar targets were oudined for reducing infant 
mortdity rates by half, a g d  which remained elusive (see Table 1.1 3). However, 
the shortfall in thij arez masks important gains that continued to be made in the 
field. Because stxkxics in the mrd areas were improving at the same t h e  as 
environmental conditions, more rehbIe data on hf.r deaths were available than 
had been the care previously. Thus the numbers may not accurately reflect the 
overdl reductions of infant modiry rares eh2r conqhued tiiroughout the Alliance 
years. 

Potable water supply and sewage disposal were h e  focus of considerable effort. 
With the U.S. Agency for Izternarional Development and the Inter-American 
Development Bank establishing these as priority areas, most of the countries met 





Table I .  f 1 
ILa& America: EXe 
1950, 1960, and 1968 

Ammd f 950 Around 1960 Around 19% 

Life Life W e  
expect- expet- e* 

Country Period ancy Perid mcy Period mq 

Argentina 194648 
Barbados 1950-52 
Chile 1951-53 
Colombia 1950-52 
Costa Rica 1949-51 
El Salvador 1949-51 
Gmbmda 1949-51 
Jamaica 1952-54 
Mexico 1949451 
Panama 1950 
Trinidad and 

'Fobgo 1945-47 
Unlguay 1949-51 
Venezuela 1958-51 

a. The countries selected are those for which death registratioa is 
contidezed complete enough ta provide a reliable estimate of life expect- 
ancy at birth and for which statistics on distribution of deaths and po;?u- 
tiation are avdab1e by age group. 
Source: OAS-CIB. 

or exceeded the g d s  in the urban areas, dthough few amhed the goals in d 
areas (see Tabk 1.14). Sewage disposd pro s were apparently less successfui 
(see Table 1.19, although infomation regarding rhe rural areas was virtually non- 
existent. 

Education 

The goals in education were also surprisingly specific and ambitious for a ren- 
year span, conside~g the massive problems that confronted the pkmners in this 
sector. But this was an objective in which the magnitude and import of the task 
mandated ambitious go&. The target for the naions of the hemisphere, set forth 
in the Charter of Pun= del Este, was to eradicate adult iUiteracy within the decade 
and to ensure a minimum of six years of primary education for every school-age 
child. Virtually ail of the countries made ~bsmntial gains (Table 1.16). 

The data on affeaed by numerous intangible factors such as retention, 
are notoriously misleading. Nonetheless, two things seemed dear regabding the 
Mianre e k .  Fim, the goal of eradicating iltizeracy was not met. Second, 
programs in literacy parendy increased and the region's traditional disregard ofthe 



problem was retzned (see Table 1.17). E b a t i o n  at the secondary and higher 
lev& experienced a marked increase during the Alliance yean, with the number 
of I m p I e  .. going on to higher education doubling and uipling in many countries 
(see Tabie 1.16). An important indicaror of the changes wrought by the AUiance 
was h e  panems of government expendirures (see Table 1.18). In dmost ewry 
case, rhe percemages of governmental rewnues allocated to education and h d t h  
were su brantidy increased. 

The major impetus, especially in education for science and technology, came 
a h  the 1967 h4eaing of the Presidents in wrhich rwo new regional progms 
were added to the agenda of the AUiance. The Regional Pro in Education 
and the Regional Prognm in Science and Technology were both aimed at incress- 
ing educational exchanges and the establishment of regional centers of excellence 
xnring many countries. Fdipe Herrera spoke at the time of creating a "common 
marker of education'' and pioneered in steering the Inter-behim- Development 
Bank toward file support of educational lending. New centers were established fot 
the training of teachers in curricula development, for educational administrators, 
and for the utilization of new educational technofogies and research. In the basic 
disciplines, such as languages and science, where the curricula had many common 
elements, the joint proms promised subsanrial cost savings for the under 
naxions. 

The eaentiai need m compere in an increasmgly complex tdhologid v d d  
prompted new programs in the transfer of technology. Sped$ centers were fi- 
nanced in applied technology covefig indusuy (memllurgy, petrcxhemicals, 
chemicals) and the industridization of agicul1:urd and arxb.1~2 prdum (plant 
generics, utiiizzrion of pesticides, tanning, etcf. These did nor get underway until 
the laner ,years of the Alliance, however, and were never Eanded at levels cornmen- 
silrzte wixb rhe ambitious rketcpric. However, the basic effot~s were Kmpressltz, 
with major gains registered throughout the hemisphere und the debade of rhe 
debt brought many of them to a halt in the early 1980s. 

Housing was the other social sector that was earmarked for s p e d  achievement 
i the decade. Throughouour the hemisphere, hundreds of thousands of people were 
moving from rural to urban areas in search of an improved .standard of living. 
While debates continue to rage over whether their expemtions were e x n t d y  
realized, they came to Lve in vast shms and their lives were affected by major 
social disorientation. Better housing was perceived as vital m the long-term d i l i -  
ry of the cities. It was also a prime generator of employment. A wide range of 
innirutiond initiatives were taken to provide kcenth-es for housing canstmaion, 
especially in the low and middie ranges. Institutional infiilstmcture was creaced, 
such as housing invament guarmees, savings and loan associations, mortgage 
banks, discounting facaities, and housing cooperatives. These were supplemented 





Panama 3 804 3.8 4 304 2.8 4 570 3.4 
Paraguay 1 397 " 0.8 4 297 2.2 4 795 2.0 
Peru 23 080 a 2.2 23 850 " 2,2 30 507 - - 2.4 
Trinidad & Tob. - - 8 209 5.1 
Uxuguay 11 006'' 3.9 16 935 6.4 13 31% 4.7 
Venomela 26 028 3.6 27 873 3.3 31 207 3.2 

a. 1959 
b e  1962 
c, I967 
d. 1969 
e, 1966 
f. -1s include ~ n l y  heds in gwermmt hospitals 
file ToMsdomt include! 500 heds in social security,mili and private bspf his. 
he 1963 
i. 195'7 
j. 1958 
k. ToLal does not include the number of heds in mh1 hospitals 
-..11111 

Not avai1abl.e 
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by public semr housing and by the involvemar of labor organizations in housing 
programs. The efforr resulred in an impressive new infmtmaure that has indeli- 
bly altered patterns in the housing field. 

In housing construction, however, the programs had to contend with rhe or- 
deals of $isyphus, since population growth and improved incomes boosted de- 
mand far h@er than could be met by official programs. At the end of the 
Alliance years, the OAS reported that the housing defidr in htin America grew 
during the period, with overcrowding and slum areas remaining as intrambIe 
problems, seemingly insoluble withour a substantial slowdown in population 
~ ~ h . 1 5  The infrastructure put into place during the AUiance years, however, 
promised continuing growth in the sector, as the decades following have demon- 
strated to be true. 

An impressive variety of measures were employed simulmeously in the concen- 
trated effon to improve economic performmce. Thcse induded the implementa- 
tion of nadonal economic planning, the reform of tax structures, the expansion of 
exporn, measures to address the problem of fluctuating commodity prices, the 
creation of new credit facilities, and the initiation of steps leading to the establish- 
ment of a Latin American common market. The latter goal was given funher 
impetus during the 1967 Meeting of Presidents, at which the specific target date 
of 1985 was set for the achievement of economic integration for all of h t i n  
America. 

Performance wzis mixed, as might have been expected from so ambit: *OUS an 
agenda. Perhaps the greatest success, on paper, came with the almost universal 
adoption of the concept of national planning. By 1 97 3,  the OAS reported that ail 
of the Latin American countries had central planning offices, most at the presiden- 
tial level, and a number of ministries had established sectoral planning mecha- 
nisms. The creatio~ of planning ofices and the implementation of national plans, 
however, were djSfina matters. it was no secret that the effectiveness of the 
planning efforts were not generally given high marks. Most serious Latin Ameri- 
can planners were well aware of the problems.16 While the Charter of Puns del 
Este went into considerable d a d  regarding what a national plan should indude, 
the absence of a political consensus and the diverse perceptions of development 
strategies were inherent difficulties. Hans could not be abstractions. Unless the 
major actors in the economic life of the nation participated in the process, the 
results were more likely to be a wish list than practical prescriptions for develop 
ment . 

This shortcoming was particularly acute regarding the partidparion of the 
private sector, whose interest and investment were critical to the acfakmerrt of the 
economic gads. Nonvithstandhg the widespread perception of the mcnolithic, 
impersonal corporations, when the corporate facade is pierced, the private seftor 
stands as a conglomerate of all too human motivations. Their mponsiveness to 



Table 1.14 
Latin America: Number and Percentage of Population Served by Biped Water Supply Systems, 1 96 1- 19 70 
(population in thousands) 

Urban Popu1ati:an * Rural Populnt ion 

Total s~xved Total served 
Totd Total 

Country Year Population Number Percent Population Number Percent 

Argentina 

Barbados 

Bolivia 

Brazil 

Chile 

Colombia 

Costa Rica 

Dom. Republic 

Ecuador 

El Salvador 





Table 1.1 5 
Latin America: Number and Percentage of Population Served by Sewerage Systems, 196 1-1 970 
(pogdntion in thousands) 

Urban Population a Rural Popintion 

Total served Total served 
Total Total 

Country Hear Population Number Pemnt Population Number Pcrcen t 

Argentina 

Barbados 

Bolivia 

Brazil 

Chile 

Colombia 

Costa Rica 

Dom. Rep. 

Ecuador 

El Salvador 
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I 
I T&1e 11.17 
d A a n d a .  Mdx Literacy Rates' - 1910, 1968, and 1970 (in perceraages) 

ericas E s h z t d  

GOWW nm 1m EWQ 

Aqmeina 86" 91 94 
h h v h  32 40 47 
B&B 49 61 I k 

I GMe 80 ' $4 89 
Colombia 49 73 78 

I 
CDsb Rita 79 $4" - $9 
Dam. Rep. 43 65 70 

t Emador 58 68 * 73 

i El Salvador 38 49 58 

I 
Guatemdz 29 @ 38 " 45 

I Haiti $1 20 h 24 
Hmduras 35 47' 5'7 
Me3dco 56 62 73 
Nicaragua 38 %lo 60 
Bmma 70 77 83 
Faraguay 66 75 * 78 
Peru 62 ill 
U W W Y  a+ 93 
Venezuela 51 70 
BarWos 2 91 98 98 
Jamaica 74 82 n.a. 
TW&d & Tob. 74 88 93 

1. P ~ p A i a n  15 years of age and over. 
2. Mot a member cd the OAS at start of AIbmee for Progress. 
E. E m a t d  

a1947 el963 i 1 946 
b1952 fl962 jX967 
4 9 5 1  ~ 1 9 6 1  k1943 
61964 &I965 n.a. nut available 
Source: IDB, Soda P i ~ g e s ~  Thst Fund, ! h i o - W k  B m p ~ :  iin Latin Amerikz, 1969. 

economic policies and incentives result either in generating confidence and in- 
creased economic activity or in capid flight. It was one of the most se~sitive 
issues for national planners. Unfomurately, few of h e m  had experience in the 
private sector or undemood its motivations. Coupled with the traditional suspi- 
cion of the motives of the private sector that was built into rhe cult& per- 
tions of Latin American society, the results of planning left much to be desired. 

The measures &en to promote tru and agrarian reform were a major problem 
when taken together with the expressed desire ofthe Alliance planners to increase 
savings and investment. Placing these meaxes in juxtaposirion with hvesunent 
incentives in the same over& pro was the epitome of contms. It was 
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Source: OAS-CES. 

virtually impossible ro d i s c u s  and implement memk@ tax and agrarian reform 
and, in the same breah, thy to ehe nerves sf: investors. h that sense, the 
arrempts to gncounge private in during the period v~ere a vital expression 
of overdl policy =d good will. At least h e  political debate r e c o p i d  die Issues 
and &ere was some bdmce in the messages thar reached the ears of the investors. 

The results of the mx reform efforts were impres i~~.  The Charter of Puma del 
Esee d e d  for the refom of tax structure, both for the of fiscal sound- 
ness and dso for s d  equity. For too long the brunt cf p Latin , h e r i m L  
systems of indirect w e i o n  had fallen upon rhe low goups. At the 
beginning of the decade there were few axes on over& income. The a & s o n a l  
structure invoived m e s  on the source of &e income-scheduled taxa-w&& 
were related to the occupation ofthe taxpayer, not to his ability m pay. By the md 
of the decade, vim&y all ofthe goxmrnens had changed the pMosopIry 
their tax suuctures and had implemenred new legislation. A ma@ 
program operated by the OAS, with the backstopping of the H m d  
program, assisted 20 countries to daft new rax codes and improw i d  admink- 
eration, indudkg the training of tw officialis and audirors. h e m d  revenues 
improved in all of the countrig (see Tahle 1 .  i 9). The effon. resulted in a substan- 
tial change in the sources of revenue a~dabie u, support goMnnment operatiom. 
The Lmporaoce of mstoms m e s  (both aport taxes (!) and import duties) de- 
clined, while income and sdes mes increased (see Table 1-20). 



Table 1.19 
America: Awmge Thx GxflFicient- 195 4)-1960,1961-1963, and f 966-1970 
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Bar-s 
Bolivia 
B d  
w e  
&1cpaab'la " 
chm fica 
h&m Republic 
Em&r 

Wmdor 
Guatemala 
Hdti 
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P=WY 
Peru 
Trin5dad md Tobago 
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Venezuela 
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HOA " 
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Source: OPbS-CE. 

Perhaps rhe most utopian of ail the Alliance plans came in the field of economic 
integration, where the kbitions of the planners openly challenged the underly- 
ing realities. The concept of inregation was fmly  ensconced in Ladn American 
ddupment  thinking long before the Miasrce came into being. Both the C e d  
American Common Market and the Lath American Free Tmde Association pre- 
dated the Alliance, indicative of the diredons of h r i n  American planners even 
before the U.S. got into the picture. The Andean Group and Caribbean Common 
h k e t  came into bekg at a later rime. 

The rhetoric for integration was always impressive, culminadng in fd verbal 
support at the highen political levels, as evidenced by the Declaration of the 
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Colombia 

Costa Rica 

Dominican 
Republic 

Ecuador 

&1 Salvador 

9 . 0  171.8 
10.8 194.8 

8.2  245 ' (continued) 



Table 1.2 0 (continued) 

Export Import Tax on Goads Income Tax on 'Other Mont~x Total  
Country Tlax Tax & Services Tax N e t  Worth Taxes Revenues (National 

Currency) 



Nicaragua 

Paraguay 

Peru 

United Statas 

7.6 86,2110 
6.9 107,762 
5 .0  155,490 
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Chiefs of State in their meeting of 1 967. Finandal support was forthcoming from 
the Inter-American DeveIopment Bank, which became, in effm. a bank for 
integration, f m d n g  projects that convibured to inrm-regional sade. The U.S. 
Agency for Internationd Dewiopment played a minor mle, except in Cenual 
America where inreption was one of the priority issues. 

While the record of the failure m achieve integration is well known and widely 
discuwd, the impact on intra-regional uade was significant. Trade among the 
La& American nations, negligible at the smrt of the integration drive, expanded 
considembIy during the Alliance years and the decade that followed. The in- 
creases in inu'a-regional trade were impressive. In 1962, inua-Central American 
trade srood at 140 million, or 8.5 percent of the region's toml exporn of 5468 
million. By 1 97 3 ,  nade among rhe Central American narions had increased to 
1 3 88 maion, or 2 3.5 percent of a t d  export trade of 11 1.6 billion (see Table 
1.2 1). By 1 980, regional made in Central America had reached $1 .16 1 billion 
(TaBTe 1.2 2). The nations involved in the Latin American Free Trade Association 
(LAnA), which war later restrumred into the Latin American Integration Asso- 
ciation (ALADD, also saw significant increases in intra-zonal uade, which rose 
from 6624 million or 7.6 percent of total expons of 18.2 billion in 1 962 to $2 -2 
biUion,or 11.4percmtoftodexpomof $19.2 billion in 1973 (seeTat.de 1.23). 
By 1980, the LAFTA member nations had reached total intra-regional trade of 
$8.5 billion (Table 1 24). 

The record for the Andean Group, established in 1969, is equally impressive. 
Intra-regional trade stood at 177 million in 1970, shortly after the formation of 
the assodation, and increased to 1 1.1 billion by 1980, a growth of almost 1,500 
percent within the decade (see Tiable 1 -2 5). The O V ~ T ~ I  record of all of the nations 
now demonstrates an awrage intra-regional made level of 20-30 percent in the 
basic trade parterns of each of the nations involved in the common markets (see 
Table 1.26). Whether this trade panern would haw evolved without the impetus 

Table 1.21 
C m d  American Exporn: Total and In--zonal - 1968-1 962,l P 72, 
and 1 9 7 3 (mdhns of d o h }  
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Source: ID& hmic and P~ogress, 19 74 



Table 1-22 
C e n d  American Exporn T i d  and lam-zonal, by Coramry- 
19843 (&owan& of dohrs) 

Source: D B , E c ~ a n d S d P r ~ ,  Z9%&81,T&leIV3,p. 115. 

Table 1.23 
LAETA: Tod and I ~ ~ - z o ~  E x p m ,  by Counxry f 962- 1 9 7 3 
(millions of dollars) 
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Source: ID3, &mmic and Prqmss, 1974, Table IV. I ,  p. 1 I 8. 



Table 1.25 
Andean Gmup: hra-regiond Exposts by Type of Pmdtcts- 
1970, 1979, 19843~&own&ofd~ars) 

Source: E D B , ~ i c a n d S o c i a l P ~ o g r c a ,  1980-81,Tab?en!2,p. 109. 
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Count ly 1962 $965 1970 t975 I979 year 

U M  
Argentina 
Brazil 
ChiPe 
Mexico 
Paraguay 
Uruguay 
Rnd2irn Group 
Boilvia 
Colombia 
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Peru 
Venezuela 

CACM 
Costa Rica 
EE Salvadw 
Guatemala 
Honduras 
Nicztragwi 
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Bahamas 
Barbados 
Guyana 
Jamaica 
Trinidad and Tobago 

#on-assmZted countries 
Dominican Republic 
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Panama 
Suriname 

4. I 2.7 8.5 35.0 31.5 n.a. 
5.5 11.1 13.5 20.8 17.9 20.fa 
6.0 1 Q.6 I t . !  37.8 24.1 n.a. 
9.6 9.4 6.4 16.9 21.3 f5.6a 

10.1 12.6 12.5 f 2.3 11.7 16.9~ 

--- 

alm. C1980. 
"!3811. n.a. Not availabie. 

Source: IDB,fionmnkandS&IPropss, 1384,Tab1eHT.6, p. L06. 

provided by rhe Alliance for Progress is one of those 'what iP questions that are 
h e  bane of humanity. Ir is dear, howwer, that inrra-regional trade did increase, 
and h e  foundations exist for a continuation of &e pattern. 

The greaten disappointments in the economic arena were registered in the 
efforts to mbilize conmodiry exports. The major achievement was the imple- 
mentation of the Intematiorral Coffee Agreement, which was initiated during the 
Eisenhower Adminisztion and signed in 1962. It brought together the major 
producing and consuming counuies and stands even today as a major contribution 
to the el ikation of some of the excesses in that historically volatile market. In 
virtually no other areas, however, were mult2ateral commodity price agreements 
effective. Even with the 'bum of energy" provided by the OPEC nations in 1 9 7 3 ,  
which prompted the producing nations to  r e n d  attention to arrangements 
in other commodities s ~ c h  as copper and tin, no agreemenrs were possible. 



THE INTER- 
OF THE ALLIPAhfCE 

The fixture that inost distinguished she Alliance for Progress was the extraordi- 
nary and elaborate inrergowa-.nrnen~l machinery that was accepted by the partici- 
pating nations as part ofthe effort. Only Europe, in its moves toward the Europe- 
an Community, was comparable. And there is some question whether the Ameri- 
can nations, io their zeal, may not have created even more instinnions than the 
Europeans. 

The tone was set in the original Charter of the AUimce which established a 
panel of experts to assist the c o u m i s  in the new venture of preparing national 
plans. Nine expm, soon to be called the "Nine Wise Men: were chosen on the 
basis of individual technical competence, not as representatives of gowmments. 
They were given "u!nquestionedt autonomy" in the accomplishment of their tasks, 
which induded interpreting their own terns of reference. Gowmmems, however, 
were giwn che option of presenting their plans to the panel "if they wished: a 
rather timid expression but a necessary compromise between those who felt 
annual reviews were essential ro srimrmla:e serious preparation of the plans and a 
number of countries who were refuctant, to say the least, to have any mechanism 
of this type established. The latter viewed it as the forerunner of a type of 
supranadonal "Ifiter-American Tribunal on Development Plannmg." The Panels 
were attached to dae Inter-American Economic and kcid (ICounci4. ( C W )  of the 
OAS for adminimarive purposes, which was a polite way of giving the OAS credit 
for the effort,  while keeping the governments at arm's length. (JES was also given 
the responsibiliry of submitting an annual report to the OM member nations on 
the progress of the All: lance. 

It didn't take long for the machinery to start to multiply. Ostensibly concerned 
that ihe Alliance was perceived as a U.S. aid program when, in fact, he o w a t  
concept had originated with the Latin American narions, the first CIES report 
pointed our thar the United Stares government had begun to establish "exrensive 
machinery" of its own to administer Alliance aid on a bilateral basis. It also noted 
that fw U.S. ofidcids stationed in LaLn American countries "underwood the 
multilateral concepts on which the Alliance was based: which severely agected 
political support in Eatin America. In addition, the resistance of several countries 
to submitring their development plans to the 'Nine Wise Men: and the lack of 
leverage on the international financial instituzions that Eded to follow the panel's 
recommendations, prompted a call for a general review of the "political direction 
and coordination" of the program. In the fint annual review of the Alliance, CIES 
agreed to ser up a special committee composed of the two former presidents who 
had most to do with the conceptualization of inter-American cooperation, Atber- 
u, Lleras Camargo of Colombia and Juscelino Kubitschek of Brazil. The major 
soacern was to decide how the inter-American system could be adapted to play a 
r, ore effective and "dynamic" role in the Alliance.i7 

The result of the study of the two former presidents was the creation of a new 



permanent body to coordinate and exercise "executive functions" over the u- 
ance. Thus emerged the inter-American Cornminee on the Alliance for Progress, 
bmcr Imown by its Spanish acronym CMP, as the oificid intergovernmental 
body composed of swen members representing BU of rhe gwemmena participat- 
ing in tlre Alliance. The gowmrnents chose fonner Colombian FFinance Minister 
Carlos Sanz de §anmaria ro chair the goup, a post which he hdd until his 
redgnarion in 197 3 .  He was CiAIYs only chairman, as the entity was disbanded 
or "merged: to use dre phrase of the rime, into a standing cornminee of the ClES 
upon his departure. 

The most imponant and precedent-shamring funcrion given to CUP was that 
of malung an annual ensthate of each country's exeemd financial requiremenn. 
This hrncdon became the source of the annual "country reviewsn-the fulcrum of 
the Alliance and the prindpd mechanism that gave it multilateral subrrance. As 
the Alliance gained momentum, the country reviews, ding pkre almost on a 
weekly basir, brought together the representatives of all ofthe major natiod and 
multilat:erd lending agencies m hear the presentations and questions of the nation- 
al offkids responsibk for the development planning and fmance, as Jos4 Luis 
Restrep0 describes in inore detail in Chapter 12. The U.S. Agency for hterna- 
tiond Dmlopmenr, the inter-American Development Bank, die Wdd Bank and 
the International Monetary Fund all participated. Unired Nadons specialized 
agencies such as the FA0 and ILO set up special ofices amched XQ CIAP in 
Washingcon in order to coordinate their acrivities and partidpate in the counuy 
rwiws. The principal bdustdized nations cooperating with Iadn America also 
pmidpated regularly, iinduding Canada, Spain, It,d~ France, Great Britain, Ja- 
pan, and Israel. It was almost the epitome of what the architects of the inter- 
American Sysxem had dreamed of fur decades - an authentic coordinating mecha- 
nirm that brought the various interested agencies and nario~s together around a 
substantive function. In its later years, CIAP also obtained the unprecedented 
agreement ofthe United Srates u, undergo a aco'countly review" of h economic aid 
objectives and their relationship n, rhe goals of the Alliance. In a controversial 
germre to CIAP, the 1J.S. Congress adopzed an amendment to its foreign aid 
lggislarion in 1966, proposed by Senator William Fulbrighr, which made CIAIPS 
positive recommendation mandarory for bilateral loans under the Alliance. 

Given the need to review 1 9 countries per yea, the country review mechanjsm 
wzs an intense and vigarolrs one. The reviews lasted one week and were con- 
d u d  on the basis of the presentations of the countries and rhc ~'observati~ns" of 
the Secrmriat. The yearly cycle was announced each September and in virmalky 
every cax, until the last years of the Alliance in the early 1970s, the countries 
appeared and the reviews were held widrout postponement. The historic achieve- 
menr of tire meerings was the fact &at they took place. To bormw a phrase from 
Manhall McLuhan, the process ofthe meetings was its message. The interchanges 
that were made possible by the disciplined discussions were more imporrant than 
any formal evaluation of the country plans. Under the able and sensitive leader- 
ship of Carlos Sanz de Santamarla, the Committee steered away from resolutions 



and pmnouncanents, concentmxing on more informal approaches to improve the 
lad of cornmunicz~tfon and coodinarion among the various govanmen= and 
-cia. As Dr. S a m  de Santamarfa points out in Chapter 8, he regarded the 
mmal aufhority and *ombudsman" fumdon as most impormnt to the success of 
CIAPs mission. The prh~ipd g ~ d ~  were to apzdite the dialogue among the 
agencies and the national gowrammts, make each agency aware of the other 

cia' plans to pmicipatc in the national development p r o p s ,  and inf' 
ationd a~thoriites of the response of the fi~ancid community to their goals. 

The process impelled nhe ~ ~ C U S S ~ Q ~  of conuovemiaf issues and serwd  a, reduce 
rnisundemandin~, enabling the development process to continue as smoothly as 
possible under the ci.cJmjtmces. 
In all, CIAP was a note~mthy achievement. k before, nor since, have the 

Americm nations agreed to allow LI hint-Americm body to exercise such h c -  
dons in regard n, predominantly dommic issues. The reactions of the smaller 
countries m the process, however, differed from those of the larger naxions. The 
larger nations did& need h e  CIAP, r m k d  it all dong, and were h d y  responsi- 
ble for its quiet h j s e  as the momenrum of the AUimce petesed out in the carly 
1970s. They had Ehe abitify and staffing to carry on their own discussions with 
tRe kemational funding agencies as they plead.  For rhe smaller nadons, hww- 
er, it was a boon. White they bad addi%culty in compiling the data and projects for 
h e  naticfr. &as, it gaw &em, for rhe frm h e ,  a method ro reach dl of &e 
relevant ageniies and to get feedback in a form to which they c d  relate rapidly 
and eEkizidy. Not only was this process costsfficient, it was highly doubhl &az 
&ey czuld otherwise haw reached many of rhe agencies and Euro 
men= even if they chose. They simply didn't have the manpower. Thus, .he 
prpetud and rndirional divergence between the needs and perceptions of the 
large n a ~ o ~ s  and those of the smaller naiions regarding h e  usefulness of i2tema- 
tiond qer ic i~  ~ic~as again forcefully mk~3aeed in this aeni?. 

~ O & E P  caacern of d sf the ccrunrries was that &ez were &ree makr 
internarional agencies whose mandares overlapped ed ine rarious *mks emanzing 
b m  the Charter of Pun= $el Este: the OAS, the n m  Inner-Arnaican Dm10p 
men% Bulk (IDB)? md $he United Nations Econ~rnic C o m i i o n  far L a t  
. h e r i a  (ECLA). Potenrid cnmperition among them could u w e  chaos and 
T.vasfe scarce r ~ u r c e s .  Consequendy, a number of 2MempeS were made 20 

lish inteqgency mechanisms to coordinzte p'lcies and impimefir senoraf pro- 
gnms. iMon importanr of there was the joint c~mrninee on +cd:ural dewtop 
mest, which was set up as a semi-autonomous agency and composed of mf% 
members of &e OAS, EDB, FAO, E C U ,  md the Inter-heriag Insstur_e far 
Agricdtural Cooprzion fIICA), a speckdiized orp%zxtion of the OAS. Known 
by ?is Spanish acronym CIDA, the Inter--&aerican Cornmitree on Agricdeunl 
DeveIopmenr operated und 1967. It had autlloricj ro fiance specid s t u d i s  on 
issues related to qgrisuf~ral developmenx 2nd z g ~ - r i a ~  reform and io coordinate 
technical assirmce to the nations in the fieid of qyicdture. A h  1967, when 
most of the Inkd smdies it had commissioned were completed, its status was 



reduced and it became an advisory committee to CIAP on agricu1tural matters. 
Similarly, tbeJoint Tax Propam in which the OAS, IDB and ECLA pardcipat- 

ed, was a unique and highly successfu1 effort. It was the focus of a coordinated 
effort in &e critics field of tax and fscd reform. Considering the painful process 
of tax reform and the enormous political resistance it inevitably engenders, h e  
coordhated efforts of the three agencies in this sensitive ares helped a, mobilize 
rhe most capable reams of experts, pooling their fmancial and inteUead re- 
sources. To &ese joint effom were anributed responsibidity for the successful 
achievemerirs in this field. 

Not as successM, however, was a coordinating committee set up with a much 
broader mandate. A Tripartite Committee composed of representatives of the 
three major agencies, OAS, IDB and ECLA, worked to assist the countries in the 
process of planning. The different fod of the participating institutions, however, 
and their differing criteria for programs and projects, made heir joint missions 
unproductive. The issues were too sensitive to leave to roving bureaucrats in the 
field. The Tripanite Committee was dissolved in 1963 and replaced by a more 
coherent instn~rnenr for the training of planners, the Latin American Institute for 
Economic and Socd Planning OLBES), which was esmb1khed hl 196 3 and was 
closely related to ECLA in Santiago, Chile. 

For the purpose of more effective iof1ow--up to loan disbunemmts in accord- 
ance with the country reviews, CLAP estabtished an Inter-Agency Avisory 
Group ( ) composed of sen representatives of the major aid-giving 
agencies: the HDB, World Bank, and USAID. The group 
region-wide dewlapanent problems. As a r d t  of the work of the 
represenetives were included in the loan rwiew process of both USAID and the 
ID8, and an zgeemene was reached w i h   he World Bank to coordinate and 
reduce duplication of 9aiT work by udiiing rhe data collected by the World Bank 
as the bask for the country review p. t ~ c ~ s .  

By the condusion of the Alliance, ihe instkutionat machinery for invmationd 
and h s ~ i ~ ~ ~ i o n a l  coopration readied as high a level as wes ever thought possible 
when <he Miance began with nahing on the books in 196 1 .  Much was due to 
rhc discreet and informal mechanisms fashioned by CIAP under the leadership of 
Carlos Sanz de Saxamaria. No judgments were made, no declarations as to 
which counuies were performing weU or badly, no public officials put on the spot 
for their policies. It was no easy task ro mainrain this stance. Intense pressures 
were exened on CIAP ro be more controlling. of the crieicisrns Ievetled a 
CIAP were precisely that it faded to come out with the kind of ajudgments" ghat 
would j u d y  tihe positions of cenain bureaucratic interests. The find results, 
ho"direy~:r, were i7 keeping with she panem that had prown successful over rhe 
yean in the inrcr-American system; &at is, an informal approach bared on persua- 
sion and consensus.18 This achieved a higher measure of mopemtion among the 
narions than anyone ~hought possible. 

The Alliance gat a last l o t  of adrendin roward the end of rhe decade. In 1 967, 
when spirirs began to filter as a result of the preoccupation of the United States 



with the Vietnam iVr ,  President Lyndon Johnson agreed to an Argentine initia- 
tive for a meezkg of the presidents of the hemisphere to "give a more effective 
political impulse roward acnievhg the p J of the AIlhce for Prop." The 
session spelled out a series of mutual commitments from the Ladn American and 
U.S. sides, with rfie Latin America nations pledging to mke all necessary mea- 
sures m achieve fd economic integration by the year 1985, while the U.S., for 
the finr time, agreed n, consider a system of nondisuiminamry trade preferences 
for dwe10p'ing nations. This initiative led within a few years to rbe adoption of rhe 
gene& system of wade preferences (GSP) by the U. 
American commitment to economic integration was b 
p repad  a year prwiously by the major figures of the 
Felipe Henera. president of the Inter-American Development Bank, Carlos Sanz 
de Santamm'a, SiarGl Prebisch, &en dieaor of the new UNCTAD, and Josi 
Ant& Mayobre, &en director of E C u .  'Ihek report was known as the &port 
of the Goup of Four. 

Unfortunately, the major commirments made at the m 
more in the breach than Im the achievement. TO& economic in 
a redistic possibility at the time, and few sreps were e ~ e r  taken m faciltate it. New 
regional programs in educarion and technology were funded at about a third of 
their targeted amounts of $25 million a year, and, with the new U.S. President 
Richard Nixon articulating a policy of "benign neglect: the pmgms never d d -  
oped momenrum. Indeed, the OAS reported that the failure to foUow through on 
these recommendatiom created an amosphere of skepticism that permeated the 
AUiance and undermiled the entire spirit of the inter-American cooperative 
ef3brs.i9 

The culmination of rhe insimtiond aspects of the Alliance years at the dose of 
the decade came in the form of two initiatives that had widely diverse impam: rhe 
crearion of CECLA and the refom of the OAS Charter. CECLA, the Spanish 
acronym for the Specid Coordinating Committee for Lath h e r k a ,  was estab- 
lished in 1963 by CIES as the vehicle n, coordinate a Latin American position on 
trade issues for the first meeting of the United Nations Conferefrce on Trade and 
Development. In the spirit of the Alliance, the Latin Americm nations felt it was 
imponant that they a n  as a bloc in the meeting to help protect their inare~s. The 
United States was invited to participate in the CECLA meedngs as an observer. 
Initially established only for that fim meeting of UNCTAD, CES mbequenendy 
maintained CECM to coordinate Latin American posirions on global t d e  mat- 
ters. It was CECLA that produced in 1969 the major statement of Latin Ameri- 
can gods in response to President Nixon's request to the &atin American nations 
for their recommendations {or the future development of the hemisphere. The 
CECLA report, known as the Consensus of Viiia del Mar, wss interestingly cded 
by the OAS the "first coherent and fully coordinated formulation of Latin Ameri- 
c i s  position on inter-American and international coopemtion . . . within the spir- 
it of the Alliance for The document covered all aspects of uade, 
finance, investment, and technical cooperation and was presented to President 



Nixon in March 1969. Subsequendy the movers of CECLA began to think of a 
new hh Arnericm orgafnization for economic matters withour the participation 
of the U.S. By 1 9 7 3 ,  the Larin American Economic System (SELA) was formally 
cons~itrured with headquaners in Caracas and CECLA passed into history. 

The reform of the OAS Charter at the meeting in Buenos Aires in 1967 
incorporated into the Charrer most of the principles of the Alliance for Progress 
and many of the institutiod mechanisms char had evolved to implement them. 
Consideradon d the reforms began during the formative years of the Alfiance, 
with two preliminary drafting conferences held in 1964 and 1966. Adopted in 
1967, the amendments came into effect in 1970-just in h e  for the phasing out 
ofthe AUiance. In one sense it was a fortunate occurrence, since it preserved in the 
Charter of the OAS marry of the measures for inter-American cooperation in tl.e 
tield of economic and social reform that were integral to ttie Charter of Punta del 
h e .  In another sense rhe new political strength given m the dm1opment insdm 
tions-the Inter-American Economic and Social Council (CIES) and the Inter- 
American Council on Education, Science and Culture (CECQ - elevating them 
to a hierarchical level equal to the political Permanent Council, came just as the 
interest in these bodies was waning. with the g t h e ~ g  m o m e m  of the har- 
American Development Bank in fmancial matters and IDB annual disbursements 
roaring over the P 1 billion mark, as compared to the OAS' $50 million in 
technical asstrance, the fmance ministers simply did not come to the OAS forum. 
Policy-, such as there was, was articulated in the loan priorities of the Bank. 
With'in a short t h e  thereher, as noted above, the enormous flow of financial 
resources through the commercial banks diverted everyone's attenrion and no 
policy or agency was relevant; only the capacity to repay mattered. 

While the CIECC fared somewhat better for a while, largely because the 
education ministen had no other forum, it soon degenerated into a grandiose 
budgetary exercise to divide up a pie, with little attention paid to the underlying 
policy issues in the field of technology and education and lide effort to establish 
any regional regimes to ensure the long rem institutional continuity of the efforr 
In the absence of financial resources to back up the pronouncements, the prag- 
matic insintincts of the ministers prevaiied and the concept of regional policy in this 
eminently domestic arena was never heard from again. 

CONCLUSIONS 

The AUiance for Progress was a comrniunent to a long-term p r o w  to facili- 
tate social and economic reforms essential to the establishment of the foundations 
for democratic growth In Eatin America. The framers of the Charrer of Puma del 
Esre were well aware of &e magnitude of rhe task and the obsractes. Democracy 
was more the aberration than the rule in the IS0 years since independence in 
Latin America, and the historical record hardly demonstrated social justice m be a 
compelling concern of the nations. The traditional social and cultural institutions 
of the region were built on a foundaxion of cenualization and statism established 
over generations of Spanish rule as weU as the pervasive authoritarianism repre- 



sented by the Church the military. In a real sense, as Tad Szulc pointed out in 
his book on the Alliance at the rime, it was a development proam in which 
everyone was learning together. 21 

Given this background, the accomplishments, viewed in rhe llghr of 25 years of 
history, were uuly remarkable. While the hemisphere fares linle better today than 

I it did a quarter of a century ago, as many of the writers in the volume atten, the 
, cause of the present adversity lies nor in rhe failures of rhe Alliance but in its 
I 

successa. The Alliance gave binh to a sense of slfsonfidence and pride that 
I resulted in htim America becoming inundated with financial resources far greater 
I 

than anyone ever imwed possible. While the inflow of capital resulted from the 
I accumulation of resources in a few Middle Easrern countries in the OPEC cartel, 

it served as an effective instrument far the redistribution of wed&. ghc oil 
consumers paid an increased tax and the funds were recycled to investment 
projects. Unformnately, the continent was stiU not ready to employ the resources 

I as wisely as it mi@ have. A fov countries, such as Brazil, nruding to free itself 
of its dependency on imported oil, invested in building a productive financial and 
indunrial base that has subsequently enabled the coumry to meet its enormous 
debt senice obligations. Colombia and Venezuela also applied considerable re- 
sources toward building a more diversified economic base. Mexico did not fare as 
well, dthough significant economic progress was chalked up in many seeton 
during the rwo decades. The decade of easy money following the AUiance distort- 
ed national economies accustomed m deficit finance, so that harsh adjurrment 
policies must nav be implemented. Countries that run deficits must either bor- 
row or print money to make up the difference. They can nu longer borrow and 
the alternative- printing money- r e s h  in the o&er familiar &saner of debasing 
the currency and inflation. The AUiance bml the confidence that the future was 
manageable. But it wasn't, at least not in the context of the events of the 1970s. 

The Alliance could boast of a number of impressive achievements that indelibly 
altered the panern of political and social development in Latin America. Carlos 
Sanz de ~aitamaria reported in his final message in 1973 that the experience 
produced changes in the countries that could not be statistically expressed or 
accurately measured. Institutio~s such as mortgage banks, prime universities, and 
rural cooperatives have established the bases for continuing growth in sectors that, 
prior to rhe AUlance, were virmally ignored. By the end of the decade, continuing 
until the oii shocks of the mid-1970s: the ;Jliance began to foster impressive 
grow&. WMe the lack of success of the integration effons were a disappointment 
to many, the decade had a powerful influence in altering regional made panems. 
In 1960, no narion in the hemisphere had more than 10 percent of its expm in 
manufactures. In 4986, most h d  over 30 percent and some, such as Brazil, ex- 
ceeded 50 percent. More imporrant, a new genemion is corning into power that 
has a Iwel of t h i n g  and skilb unprecedented in the history of rhe continent. 
Forces have been ser into motion rhar no Latin American will be able to contain. 

There were setbacks. The Alliance was never able to stop the unsettling trends 
in population growth, and the resulting overwhelming problems of houimg, 
education and health, urban migration, and sprawl. It also reinforced a massive 



bureaucracy, as Daniel Sharp points out in Chaprer 15, &at set about m expand 
the role of the state in the productive sectors. Region-wide, the role of the state in 
GNP increased from about 25 percent in 1960 to about 45 percent in 1984. 
Ironically, this trend was accelerated by the role of the commercial banks, which 
insisted on government guarantees for their loans to industry. 

But the vision that this generadon has receiwd and the institutions that are now 
implanted will not easily be denied. Carlos Sanz de Satamaria points our in 
Chapter 8 that new stronger mechanisms may be necesary d e ~ g  the lines of the 
old OEEC in Europe to sumoum Latin America's current crisis. In achieving such 
homtions, hawwer, the problem of coordination with tbe United States is a 
double-edged sword. The oxrwhehing economic power of the U.S. is aentid 
for the success of an effective economic plan. However, the very presence of the 
United Stares is an inhibiting factor on the self-reliance of the LMin American 
nations; many politicians prefer the short-term rewards of working out their best 
errangcrnena bilarerally with the U.S. h e r  than entuing into any long-term 
inter-American cooperarive armgemem. btraordhary sensitivky and leader- 
ship are needed to overcome the psychotogicd barriers to genuine hemispheric 
cooperation in this regard. 

The results on the potitical side are more difficult ro assess. On balance, the 
nations of the region have come out w d ,  with an unprecedented and uniwrsd 
resurgence of democracy and growing awareness of the significance of human 
rights and frmlom of rhe press. The awareness did not come easily. It was 
panialfy the result of horrendous experience. By rhe 1 970s, virtually every major 
country in the hemisphere was subject to increasing ternorism and growing miti- 
tary repression. Some observers argue that the repression was the mult of the 
collusion of the middle dm, which was fearful of a gmwing radicalism and felt 
helpless before seemingly runaway demands of an awakening underclass. In any 
event, the &reat that unlawful elements posed to stability in some of the nations 
was red. The impact of the terrorism, kidnapping and brazen violence that grew 
in the early 1970s can hardly be judged by people who did not live through it. 
But the people of the hemisphere learned a hard leswn. The military, which 
stepped in to reverse the ten&, had no magic solutions. More imporeant, they 
had fw governing sMls. Finally, with government accountable to no one, comp 
don ran amok and, by the 1980s, the cycle was ready to begin again. 

The most remarkable achievements of the Alliance were the most sfion-lived. 
Plagued for decades by the growing asymmetry of power between the United 
States and h e  rest of the hemisphere, for a fkw brief moments the Latin American 
nations began ro evidence some will to cooperate in multilaoeral institutions ro 
compensate for their individual vulnerabilities. The inter-American hstiturions 
b e G  ro serve their appointed functions of budding confidence and of increasing 
die responsibility of the Ladn American nations for their own destiny- By the end 
of the decade of the 1960s, Latin America was vigorously trying to forge unify 
and a common agenda. CECLA and its soon-to-be-fomed successor, the Latin 
American Economic System (SELA), from which the U.S. was excluded, ex- 



pressed an important, if naive, view of Laxin America's role in the ghbd scene. 
Unfortunately, Latin America was soon to discover that, while it cared a great deal 
about the rest of the world, rhe rest of the wodd cared iitde about it. The 
discovery came im late, and the solid, albeit rudimentary, rnu1ei.latera.l institutions 
b u h  in the 1960s were left to atrophy before the new-found cornucopia brought 
by the commercial banks. 

Many of rhe concepts presented in this volume are colored by the urgency of 
the times in whish they are written. The magninrde of Larin American debt 
appears overwhelming. Stagnation has set into rhe $obd economy and the terns 
of trade continue their adverse panems. Talk of increasing prorectiorkm, de- 
spite the exhence of the General Agremenr on Tarifis and Trade (GATT) and 
UNCTAD, is frustrating. Latin America fmds it difficult to see how to increase 
exporn in order to earn hard currency. But there are lessons from tfie AUiance 
years, and the experience gamed during that decade offers many models for the 
Americas' current crisis. In sum, the principal concepts that emerge from the 
analyses set forth in inis m h e  are: 

I .  The Alliance was predorninmdy a k i n  American initiative deriving from the work of 
RaGl Prebixlt in ECLA and sparked by the proposal for an "Operation Pan-America" 
by President Juscelino Kubkchek of Brazil (see Chapters 6-83. 

2. The primary U.S. interest in accepring the Alliance concept was not only to counter 
Cuban influence, but to combat a rising demagogic populism in Latin America, which 
was feeding on underdeve1opmenr: and was 'a prescription for continuing economic 
sagnation" (Chapter 4). 

3 .  The concept of the AUiance in the U.S. was bipartisan in origin and execution, rhe need 
having been acknowkdged and the general approach designed during the Eisenhower 
Administration. Enter-American Development Bank was approved and the legisla- 
tion for the Social Progress Trusr Fund sent to Congress during the E'inhower period 
(Chapter 2). Ir was one of the major attempts in U.S. history to link stmgic i n t e r n  
with humanitarian and social justice concerns (Chapter 7). 

4. The strengrh of the AUimce was rooted in both concept and process. The concept was 
the commitment, for which leadership was the key ingredient. The U.S. provided that. 
The process was che machinery which, withour rhe commitment, was nonfunctional 
(Chapters i 3 and 2 1). 

I. Major achievements, aside from basic seaoral advances which were amply rdected in 
the statistics, were: 

-Psychological: Latin America's development economias were given a major boost in 
acceptability. The concept of peaceful rev~lution was given legiiimzcy (Chapters 8, 
1 3 ,  and 21). 

-Development planning was caked to a Righer level and made the principal item on 
Latin America's agenda (Chapters 4, 6,  1 3, and 2 1). 

-Imponant infrastructure was created, most of which worked as well as could be 
expected in this period of history. CMP was useful in sirwhenkg confidence and 
altering the b h c e  of form within some countries. It worked m n  though, or 



perhaps because, it was noncm~ive. Integration efforts gained an i m p m t  foot- 
hold and spurred a major increase in htra-regional trade (Chapters 6 and 8). 

--The agreement regarding coffee renewed confidence in the potential for dleviating 
und1e  sommodity prices, although it did not prove to be replicable in other areas 
(Chapters 8 and 1 3). 

-The confidence generated in Latin America was a direa influence in the decisions of 
the commercial banks to channel unprecedented finand flows in the following 
decade (Chapters 1 3 and 2 1. But see Point 8). 

6 .  Tke Alhmce was eRmivz primariiy because Latin America was poised for a "Rosto- 
vian" cake*#. AN it needed was a fitrle push to become self-generating (Chapser 4). It 
helped Latin America bridge the transition of the period in which some of the 
momentum toward a ~r(ake-odK of tke previous period had ken lost (Chapter 24). Its 
success was most evidem in strengthening the economic and social in-mare. 

7. The major bificdries encountered were the flaws in basic assumptions regard'ig the 
realiris of Latin American culture and society and the support which could be 
generated so alter the balance of political power. There were k t m a b k  problems 
related to: 

-the predominance of a a i s t  philoophy which generared a ponderous, intransigent 
bureaucracy (Chapter 24) . 

-a protected private sector with enormous budt-in disincentives to i rnmenc  (Chap- 
ter 15)  

--social injustice 
-population imcre- 

-unrealistic trade policies (Chapter 1 8) 

- unredkic agri~ulrurat policies 
-the inability to develop sudfrcient political mystique to overcome vested interests 

(Chapters 4 and 7), or deeprooxed ]Latin American cu1turd attitudes &at impede 
effective development management (Chapter 2 3). 

8.  The infrastructure of the Alliance was 10% in the free flow of funds of the i 9770s when 
the commercial banks flooded latin America with money regardless of an effort to 
plan or program. There was no longer any incentive or need to rwperate. However, 
the spirit and reality of pragmatic cooperation fusered by the M h c e  dl prevails and 
is evident in persistenr effom to restructure integration efforts and to coordinate 
policies to deal with the debt issue (Chapters 6, 13, and 21). 

9. The major lessons of the PLIliance relate to the imbalance in Latin America's capid 
flows, which are more cornpIe~ than the problems &ax were faced in the 1960s 
because of different perceptions of the roots of the pmbiern (Chapter 1 3). There k no 
need to overload the system with ambirious new machinery, since the people and 
lnsticacitons are now in place that can deal wi& thew problems (Chaprer 21). But 
meshanisms that d o w  p d  debr repayment in local currency, if monitored By CWP- 
type inter-American machinery, wouid be pditidly more accepabie (Chapter I 7). 

10. The other major issue, which is of prime importance for policy makers rhmughout the 
hemisphere, is technology and the need to ensure the hemisphere's resource base. 
Technology requires: 



-a shift from the state bourgeoisies, which are dumry, inefficient, anand unable to 
absorb new technology, to a private seaor base. Thir is a responsibility Latin 
Amesicans must take on. 

-radical changes in education4 policy. This nu, is the responsibiliry of the Latin 
Americans themrdves, but is an area where U.S. help could be crucial (Chapter 24). 

1 1. In ramspen, the fear that Latin America was ripe for -revolutionary upheavals under- 
&mared rhe svumual rigidities, rhe inertia of the system, and the impact of popuh 
rhetoric. Nationalism is a far more porent political emotion in Latin America than clan 
,.evolusi~n (Chapter 3). 

12. The new efforts that are required are in the hands of a maturing Latin America which 
must look to genuine cooperative institutions. Latin America must fmd ways to inv01ve 
the lqdattures of the new democracies, devise regional and subregional judicial bodies, 
and creare m o n e y  machinery. This is the challenge to Latin America to meet the 
exigencies of increasingly cornpetitbe global markets and rapidly waiving production 
technology (Chapter 6). 

Perhaps the 4 tens of the Alliance, and the intangible spirit and sense of 
confidence &at it attempted to reinforce, are st i l l  to come. The most important is 
the depth to which the respect for human rights and representative government 
has permeated the thinking of the people of the Americas. Did the Alliance and 
ensuing events plant sufficient seeds to make freedom really flourish, or will the 
old panems of indifference and elitism reassen themselves? Will the region have 
the for&@ and capability to marshal its resources to meet, as Walt W. bstow 
reminds us in Chapter 24, the chd1enge of the new technological revolution that 
is sweeping the industrialized world? This is by far the most ubiquitous and severe 
challenge in the history of the hemisphere. As strong as the arguments of depen- 
dency and the Rad Prebixh thesis on periphew capidism were, the accelerated 
changes that result from the new- technologie; dwarf those of the past. If the 
narions of the region do not mobilize to absorb and master the new technologies, 
rhey will become more dependent and more marginalized in coming generations 
than they ever imagined possible. Meeting that challenge will take a prodigious 
effort of a magnitude equivalent to or greater than the AUiance for Progress. It is 
improbable that the smaller nations will be able to manage it done. Thus, the 
need for cooperation between northern and southem partners is more pressing 
than wer before. If any lessons are learned from rhe Alliance, &is is the time to 
apply them. 

Partly as a result of the successes and the failures of the AUiance, Latin America 
has moved on to a new stage of its development, a movement that was accelerated 
because of the Alliance effow. Major adjustments are nil1 needed, as they always 
will be. The task will never be finished. The principal lesson of the Alliance is 
&ax, in the final analysis, the nations of the region have demonstrated that they 
can armme the responsibiliry which, ulrimately, is theirs. It also teaches thar the 
commitment of the U.S., marginal as it is, generates an enormous amount of 
coliatenl energy, which motivates and fosters confidence &roughout the hemi- 



sphere. It teaches &at the U.S. can pursue its national objectives not by use of 
military force, but in cooperation with the enlightened sectors of La& American 
society to suengthen the foundations of social justice and freedom. This commit- 
ment is most critical for U.S. policymakers to take into account as they consider 
how to meet the challenges ahead. 
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The best contribution I can make to a mrosp~tive of die Alliance for Progress 
wodd be m offer my recollecdons of the years immediately preceding its birth, 
wher. I was in charge of economic affairs in the Department of State.  

My connection with the economic problems of Latin America dates back a, 
Augw 1 957,  whm a meeting between the ministers of economic affairs of the 
hemisphere took place in Buenos Aires. The head of the United Stares delegaton 
was Robert Anderson, the newly appointed Secretary of the Treasury; 1 was he 
deputy head of our delepaiim. Since Secretary Anderson only stayed in Buenos 
Aires for three or four days, I was in charge of the U.S. delegation for the 
remainda sf  the conference, which lasted about three weeks. 

Aher Wodd V~ar  B, United Sxates economic poticy toward Latin America was 
baxd on rhe premise that the countries of Latin America had prospered during 
the war and, with rhe sole exception of technical assistance, needed no economic 
aid that could not be provided by hard loans from the World Bank or from our 
own Export-lmpolt Bank. This poiicy formed the basis of our delegarion's in- 
strucdons as we went to Buenos Aires. It was contrasted sharply with U.S. policy 
toward other areas of the world and was the cause of considerable resentment 
throughout Lath America as being unf2?irly discriminatory. 

The conference was a revelaticxi u, me. I was much impressed by the arguments 
put forwad by other heads of delegations, particularly the delegares from Mexico 
and Brazil. All of them called for a more active and fonhcoming policy on the 
pan of the United States. I, for one, was convinced. Although my hstmctions 
prevented any major agreements, 1 was able to commit the U.S. to restudying the 
need for both a coffee agreement and a new deve!opment bank for the h e i c a s .  
As a result, the confermce ended on a note of hope. 

A few rncrnths after my raurn zo Washington, h e  U.S. sfgreed, for the fm 



h e ,  ro negotiate an international to replate the sale of cuffke. This 
was of great importance to many countries of the Americas, especially B d ,  
Colombia, and the countries of Cenual America. The agreement was successfully 
condude$ and marked the tim step toward a more coopmtiw U.S. role in inter- 
American economic affairs. 

The second step was a bit more dif'icdt, as it involved a major shift in U.S. 
policy. Aceoldingfy, one of the most pzifying moments of my four years in the 
State Department came when I was able to announce to the delegates co the Inter- 
American Council assembled in Washingon that the United Stavs was prepared 
to work with our Latin friends to create an inter-American development bank. 

This change in policy was only possible because Tkasury Sec~tary  Anderson 
was a native Texan who fully understood rhe importance of Latin America, and 
hIexico in parridx, to die United States. Andenon was an early supporter of 
the Bank. having been encouraged to take this position by his Assistant Secretary 
for inrernaiond affairs, T. Graydon Upton. It was Mr. Upton, a former college 
classmare of mine, who .N~S in charge of the U.S. negotiations on the Bank's 
charter. He later joined the SF& of the inter-American Development Bmk where 
he played a distinguished role as Chief Deputy to the Bank's President, Wipe 
Her-. 
Despite these advances, it was nor long before it became dear that more was 

required of the United States. The President of Brazil, Juscelino Kubitschek, put 
forth hi visionary proposal 'Opeation Pan-America: which cded for substantid 
direct aid f m  the United States dong generid lines of the Manhall Plan that had 
been SQ successful in Europe. 

An inter-American economic kneering at the ministerial level was scheduled for 
late Aupm and early September of 1960 to consider the Brazilian propod and 
other economic rnamrs. It was to be hdd in Bogota. After much consideration, 
we in the State Department decided in the late spring of i 960 that the * h e  had 
come for mother, even more radical change in U.S. plicy. We formulated a plan 
&ling for a 1600 million fund for grants to promote sodd justice in Latin 
America. Thir was not too different in principle from the concept of Operation 
Pan--America, though far more moden in size. it represented, how&r$ a complete 
reversal of our long-standing policy of not making dwelopment grants to the 
countries of Latin America. 

Obmhing approval of this idea prior to the Bogota Conference, fim from the 
President and then from rhe Congress, became our objective. But this time the 
T m r y  Depmment opposed us, maintaking the stance that no grant aid was 
needed in Latin America. Thus, Phe matxer went to President for 
decision. 

1 well remember the occasion. ft was early July and there had been a routine 
Natiod Secdriry Council meeting at Eisenhower's summer White House in 
Newpon, %ode Island. Secretmy Anderson arc? I stayed afterward to meet with 
the President and obtain his decision. This was not unusual; we had quite often 



taken quesions regarding fox+ aid to President Eisenhower for decision when 
we had been unable a, .age among ourselves. 
This h e ,  before we could starr our discussion, the President said jokingly, but 

with a sltght note of emyentin: 3 wish you two feuows could exchange jobs for 
a while-then you m@t haw f ~ v e r  disagreements? W e  did either President 
Eisenhower or I suspect what fare had in sore for me less than seven months later, 
when 1 found myself as Secretary of the Treasury. 

At rhe end of our meering, rhe President approved the Stare Depamnent 
proposal, and we were hdf-way home. I should say here tAar President &en- 
hower had a deep interest in Latin America. He had s e x  hh bro~her M t o ~  on a 
number of fan-finding uips ,  and he later scar rhen Vice-President Kchard N k ~ a  
on a similar rnbsio~. None of .he changes in C.S. poiicy that I habe mentimed 
w d  havr been possibie without his inrerest an3 support. I should nlsQ say here 
that I felt that S m m y  Andersod3 oppit ica  to o x  social justice fund for the 
.4mecim was more in the nature of p f m suppfi of earlier Treanrry pi- 
dons than of deep-=red opposition. Once the President had made his decision, 
Secretary Anderson wh01eAemdy supported d e  new proposal. 

Bur we sidi bad 10 get conpsima! epprod in r k  for the conference in order 
to make crur proposal piausible. Ltk American officials were fully w e  d the 
q f i m  of ahat &el  and other cowtries c o ~  sl 'd cred to be our eccentric and 
r;nprdictabic form of pvemmenr. They had l e d  that pesidefird decisions 
or pvememd agreernenrs with the United Sm3a were meaningless without 
congm;ond approval, and they knew ;hat, is ofien gs not, this was nor 
fonhcoming. 

By t i le  we were ready :Q push for congressional action it war August, and a 
presidential campaign was gming undzway. Senator John E Kennedy had just 
bew nominated by the Democratic Party, which controfled the Congress. I was 
told &at the faxe oaf our legisfation depended on him and that, if it were to pass, I 
mun ha= his suppon. I was concerned that this mi@ not be forthcoming 
becawe by &is time he had made clear his interest in a new, d.g~cornpasing 
efforr to improve economic conditions in tarin America, an effort that was n, 
become the ce for Progress. I was wcrried that he rnlght feel thar our more 
modest propod stole some of his thunder on this issue, and he would have been 
deady justified in such feelhgs. 

So it waq with some trepidation that I went to see him at rhe Senate. Although I 
had met Senator Kennedy occasionally at meetings of the Senate Committee on 
Foreign Relations7 1 had never dealt wid? him on a matter of substance. When I 
came in he was obviously under great pressure md made very clear his dismste for 
the timing of my request. Why couldn't it wait und after the election3 

When I expIaised thc siruarion ro hk - thc imprcance of the Bogota meeting, 
which had been scheddd well before he had taken a major position approach on 
Lath America, and the need for the United Smtes to haw a positive appmach at 
the ccnference-he relented and most magnanimously made me a compromise 



proposal. He would support legidation authorizing the fund and would work to 
get it passed in time for the conference, bur the actual appropriation of funds 
would have to come later, in early 196 1. In this way, if e l d ,  he could indude it 
as part of hi ovaall proposal for the Mime. 

I thanked him profus$y and left, feeling that here was a man who could and 
would put the nation's interne above his own pemnd politid arsnbitiom. Sena- 
tor Kennedy was as good as his word, and the needed legidlation received find 
appmval while the conference was still meeting in Bogota. At the conference we 
offered m accept and support the B d i m  concept if ir could be modified m fit 
with our new proposal. This was done. Everyone was delicted and the confer- 
ence ended on a friendly note. The way had been paved for the arrival of the 
AIPiance for Progress. 



M ~ t b  and I%eaIit~ & 

LRw1cg;lby ing how the ce for P r o p s  received its name. During 
die 1960 campaign, Senator Kennedy d e d  for a new United States appmacb ar 
iihe western hemis paign bus as it rolled xmss 
Sq~rembq Rich phase thar would express for 
dy what die phrase '%od Neighbor policy" had a p m s d  for Fmklin E b o d x .  
As he pondered, his eye caught the title of a Sphh-1 e someone 
had lek an the bras: za. Smator Rennedy 
should be 2sn of rhe hme; ~ U E  &mce for whae 

RBI Americm Union. Baarncsun had wo &lo 

pma el PPO$;:RE&I. And that is how the 
born, m 3eex ctariseaed. 
The scad birth w a  more complicated. Contrary to oAe Iat~erday myth drat 

the A&ms was a Yankee idea arrogam2y imposed by rh *- 
&XI OE Laim Ame.ica, h e  essential dements were nor eri- in 

had been urged on Wash'mgon by latin American gowmmem to 
, ae I- md Douglas Dion cane on rlhe scene in the late 1950s. I 

need wn remind this audience of& p m p d s  in the 1950s of Rail Prebisch and 
Economic: Commisisn on LM America, md Jus Kultsitschek a d  

1 3,  I 96 1 gdve more mprehmive, m 
siou form to ideas &at had been ckdaring for a long rime in 



Aft of Bogota and had asked Congress to appmpriaxe $500 million br soc ia l  
dm10pment in ksa.eiPa America. The AIimna went considerably beyond this to lay 
down &re gods for the hemisphere: long-~em economic development, strum 
al reform, and politid democratizati~n. This was what IGennedy proposed in that 
eloquent addims to the La& American diplomatic corps in the Ean 

House 2s y m  ago. I remember Ambassador Mayobre 
and saying urgently, W e  haw not heard such words 

Kandy's very eloquence on that and subsequent occasions has led to a second 
laxter&y myth that the Alimrwr was a classic csre of o v e ~ h g ;  thar it pro 
easy xcomplishmenr of un als; that, by exciting hopes that could not 
possibly be realized, it in resentment md dasd.lusion. h e a d  of 
uumpeting fonh bold and pledging u, get all Latin America 
moving again within a d States, we are zoId, &odd haw worked 
~vixkout fanfare for modm md 
Very likely Kennedy ran an often ow~-rberoriical admKs&on. Still there are 

moments when there is no substitute for eloquence. What h e  hemisphere needed 
in 1961 was less a new aid &an a new political consciousness. The $en 
Lath American economists to e m e d y  rhat the new effort must, . . 
above all, 'capture the im on ofthe massesf Gnceptiom as we# as a m  were 
necessary to create new s and purposes, to signal breaks with the pan, and 
to inspire fresh initiatives. in this sense, words became acts. 

&medy, mmormver, was a p p  the prob1e-m with the ardor e h ~ e r k s i c  
of his cmuymen. As Emerson tong ago and ss ND& AmzrOm still 
befiwe, "Nothing geax was ever achiewd w wkm." Wodd &ere+ have 
been a Nm Deal withour "overselling by bowel@ Wodd we have 
mobilized as swiftly for Wo. Id War II wi&out FDKs "o~qmis'rng 50,000 
planes? b&miarm has in lqjtirnate role in politics. Wi&out passio~, without 
eloquence, the AIhzcz would have shrunk into jusr another 'J.S. aid p 

Nor did Kennedy at any point suggest that the task would be easy- 
conuary: In speech a h  speech and pms conference h e r  pless conference he 
emphasized the Midtie that lay ahead. In June 1962 he warned 
expea~on &&at suddenly the problems of latin America, which have 
us and with them for so many years, can suddenly be solved o~rnq$t.~ W e  have, 
in a sense, neglected LM Ameiafn he said in September, "so &at we me engaged 
in a rmendous opeaim with insufficient resources." W e  face extremely serious 
problems tr impiemm&g the principles of h e  ALliancc for Progress: he told the 
Emnomic Club of New Yirk in December. aIt'~ trying to accomplish a social 
immlution under freedom under &e obstgcHes. . . . It's probably the most 
di%dlr assignment the United Sates has eer taken on." In rhe speech he ddiv- 
ered M o r e  Phe her-American Press Association ;so Mmi ira November 1963, 
four days before he wen3 to Ddas, Kennedy d that "the task we have set 
warselves and the AUiance for P r o p s  is a kr greater task thsn my we haw ever 
undeden in our historyn 



1axxcda.y my& k d i c t s  the AIimaa on the ground that it gave the 
wtes too large a role in what had to be, in the nature of things, a Latin 

I No doubt rhe fact that the Aliama was procl&ed in a 

i created an impression, in Latin America as well as in Nonh 
I America, that rhe United Sates w~ouid do more than it could possibly do-an 
1 imp-ion that may have persuaded some Latin P~merican govemmena thar they 
I would not have a, apply themselves ro the task with full rigor. But Kennedy was 

acutely conscio~tis of this problem enci did his best to counter it. 
Kennedy had few illusions about rhe ability of the United Sates n, soltve the 

problems of other coumries. The United States' role, as he saw it, was u, strength- 
en the hand of Latin Americans in pursuing the AIfaatza7s objectives. UTbey and 
they d~ne:  he emphaskd in the h 1 3 speech, a ~ m  their resources, 
enlist the energies of their people cdrfy their s o d  patterns so that 4 and 
not just a prkdeged few, s h m  in rhe fruirs of growth. If this &OR is made, then 
outside assistance will give vid impetus to progress; withour it, no amwnt of 
help will d m c e  rhe we1fi  of the people.? The U n i d  $rates' role was margin- 
al- a p in% he made from sran to hish.  The task, as Kennedy said in his last word 
on rhr subien (ax Mani in ~owmber  196 31, r a c d  essentially on rhe shodders 
of the people of Latk America. It was they who must undergo "the agonizing 
process of reshaping kstitzrtions; who must 'bear rhe shock wave of rapid change: 
who must umodify the traditions of centuries? 

A founh fmer-day myth, much chefished on the Left, sees the Alimaa as a 
neocolod maneuver, a Wall Street piot, an instrument of United States imperi- 
&m designed to make Lath America more dependent and subordinate than ever 
in a world market ruled and looted by Norrh American capidism. This was 
h a d y  the way that N o d  American capitalists or their friends in Latin American 
ol@w&ies saw rhe Alianza at the time. Kennedy conmdy reiterafed the need 
fm land, tax, and educational reform, for the distribution of the fruits of growth 
to rhe c~rn~mor and the workers, for politid demucmcy, for human rights. 
'Tl-mse who make peacefd rmIution impossibley he said on the fm annixnary 
of the AEikznza, "wilri make violem revofusion inevitable: If tkc Alianza's secret 
purpose was a, lo& Lack America more firmly than ever into U.S. fapitalist 
hegemony, praidend speeches sshuladng and 1egithizing Latin American am- 
bitions for economic independence and smctual change seemed an odd way of 
p ing  a b u t  it. 

Ellis Briggs, who served as US. ambassador to Uruguay, Fern, and B d ,  spoke . 
for many when he denounced rhe AIianza as a "blueprint for upheaval throu@our 
Latin h e r i d '  and offered his sympathy to those "hard-pressed" Latin &ids of 
state to whom Kennedy's exhhonadom "sounded suspiciow1y W e  the Communin 

ifcrto in reverse. . . . If there is a more pernicious doctrine rhan one which 
impels rhe sponsor of an economic and social p m p m  XQ throw lighted polbe 
into his neighbor's woodshed, it has yet m come to the atrention ofhisroryF Briggs 
concluded. 

The Admi&ration's atritudes on prime investment provoked Harold Geneen 



of Inremationat Teephone and Telegraph into the cmpaign that resulted in the 
1962 pasage of the naoriows Hickenlooper Amendment. This amendment, 
which Kennedy opposed, q k d  the suspension of United States economic 
assistance when Eatin American governments rook strong m e a u ~ - n a t i o n ~ -  
don or even discriminaoq- taxation-against United States corpoarlorrs. 

The m n g s t  wimess against the idea that the Aliama was an instrument of 
W d  Sweet imperi is Fidel Casvo himself. uh a w e  he remarked to Jean 
D&eZ in 196 3,  &it itas as good idea; it marked progress of a sort. Even if it can be 
said that it was overdue, timid, conceived on the spur of dre moment . . . despite 
all thar I am willing to agree that the idea in itsdf constitutsd an effort to adapt to 
the extmordinarily rapid course of events in Latin AmericPf This Casnds 
assessment. The goal of the Alliance: he told F d  bewia 2 dozen y- 
later, "was to &ece s o d  refom which w ~ d d  irnn he condi&n of he 
masses. . . . It was a poliridy wise concept put for& to hoM back the h e  of 
rev01uGon . . . a very intelligent suateg-~.~ In a 1985 hte~ew with the Spanish 
news agency Em, he observed &at Xemedy promoted rhe AUiance for Progress 
as is antidote to social CQ~VLIIS ndoubdy the measures were hagha- 
dve: I might add that Castro this view sf the A ~ R Z Q  when H had a 
couple of those fivehour dh r la iWay and October of 1985. 

C a m  dm predicted the fate of the Akmna with a certain astuteness. %me- 
dy's good ideas aren9t going to yield any results: he assured Jean Daniel. h r i -  
cally, the United States had been comiea[ed to the oligarch. "Suddedy a 
President arriws on the scene who vies to support the LneRrn of another dass 
(which has no access u, the leven of power)? Whst happens then3 ?he trur*s see 
that their interests are being a lit& compromkd (jun barely, but still compromis- 
ed); the Penrap thinks the strategic bases are in dangyr; the powedd oligarchies 
in all the Lath American countigs den thek American friends; they sabotage 

soon Kennedy has everyone against h i m y  
had a good many people againn him. ?he L ~ M  American 

ohgachs, with notable excegtiom, resented and detested the Alianza. They fdt 
that Kennedy had wantody lined up the United States with radicals who wanted 
to dispossess them in heir own countries. The Urited States business communiq~, 
again with notable exceptions, was unenthusiastic about the Alimry. Foreign 
private investment in Latin America acztoaliy declined in 1961. The Pearagon, the 
CIA and, to a degree, the State Department, when hey thoughr about Latin 
America at all, thought mosr of the time about 'hemispheric smr iby I  T'hou& the 
security concern was far from poimless, as the Cuban missile crisis showed, it was 
UK) offen reduced to a simple-minded reading of every decision in terms of an 
exaggerated communist threat. 
The unrelenting pressure of the nationd-secrrrity bureaucracy generated a ser of 

programs plausibly intended to proten the development process from disruption 
and sabotage, bur which soon acquired a life, momentum, and horrid impact of 
their own. From the Bay of Pigs through the counterinsurgency infameion of 
1962 to the Seate Departments hremaiond Policy Academy and rhe public 



1 $ 1 [ . a n d h @  71 

s of the Agency for Infitmtiond Development, these effom freely 
riot insuuction, gas guns and grenade;, helicopters and small arms 

to Ladn American internal security forces. In rhe end, United States police 
training provided rhe American status quo with ugly weapons that were 
used pmmiscuousfy st all forms of dissent. Washington thus inadvertently 
contributed to the mifitmist assault on democracy &at disfw~d Latin America in 
&e later 1860s. It is evi believe, that national-security pressures did more in 

ressures to defi9nn the Alhnsza. 
there were only tkose early years. The AIZamx came to an 

end with Kennedy's death. Subsequmdy anoher propin by the same name 
m d e d  on after die politid and social cornparents of the original Ahnaz- 
that is, its heart - had been removed. For the new Adminkation m o d  mpidy 
a, liquidate two of the three Kennedy gods: stmaud change and polirid 
rfemocmeizaGon. Economic developmeant remained a c e n d  obrjeceive, but even 
this was often subordinated u, the use of rhe Aknzdk as a political am2 of the 
United S-mes b~lsiness fomxpl~r)f. 
In Peru, for example, the ~oh&n Admh&mri~fp stopped aid to the danouat- 

ic, p d h m  Belatide gowmmt in the hope of coercing Lima coward a 
favorable d e m e n t  with the ImemaGonal Pamiem Cornpay, Standard Oil 
of New Jersey subsidiary. 

In 1965 Senator bben Kennedy, about a, leave on a trip to Ladn America, 
asked the assistant sec for inter-American affairs to explain the point of 
sopping aid to a go in Lima dedicated to the gods ofthe Alicrsnc and at 
h e  same h e  increasing aid to the new d ~ a r y  diccatomhip in B r d .  Afier 
receiving the usual palaver in response. RDbert Kennedy f y d y  said, "You're 
saymg that what dre M a n e e  for Progress has come d m  a, 
military takeover, outlaw wlitid p d a ,  dose down the c 
politid opponents in jail, H h l  tske m y  the basic freedoms 
can get d the American aid you want. But, if you mess mm 

pany, well cut you off without a penny. Is that ngh3 Is mat what dK 
for Progress comes down to?= The assismat m~j=,ry said, That's about 

the size of it." 
"'The AUiance for Progress is dead: Viaor Nba wrcte in Mexico. as k left 

is a bureaumtic stmure, mountains of mimeogitpked paper, a svcanic smile on 
the lips of the ohguchs, and pangs of f i t  on the part of the p6ticians of the left 
who Bid not take advantage of the Miance and make it theirs." 

Was the AIianza a failure? VVho how§? It was never d y  tried. It l d  
around a thousand days, not a suf5aent test, and rhereafrer only the name 

t remained. Ewn that disappeared in the Nixon years. Could it have succeeded? 
What fL"ss0ns does the a b o d  experiment offer us 25 years later? 

Looking back, I believe that both Kennedy and Casuo wclr wrong in the early 
1960s in supposing that Latin America was ripe for revoIusion. We ail underest- 
mated the d d  weight of vested interests, of smmral rigidities, and of popular 
inertia-a we'ght so deadiy and so p e d w  that some Latin American ~ d c h  



desperately condude that the only way to duow it off is rhrou& revolutionary 
violence. But the most potent political emorion in Latin America, then and now, 
is not dass d u d o n  but nationalism. 'Unkss the Alliance is able to ally i d  
with nationalism: Arturo Morale-Carrion wrov 20 years ago, ' . . . the Alliance 
will be pouring money into a psych010gical void: This is an alliance the United 
Stata has not made, perhaps cannot make; for how is Latin American national- 
ism to define itself except by defiance of the United State57 
Yet let us not be too tragic about the problems of the hemisphere. History 

offers numerous examples of nadons that have achieved modernization without 
violence and tyranny. Latin America has its absolutist and cen-g pas. But I 

tbe conviction &at the passion for hutnm nghD and democratic choice is 
strong and real. That passion finds its primary expression in the progressive 
democratic panies, whether of social democratic or Christian democratic 
tendencies. 

The original Alianza was a wager on the capacity of progressive democratic 
governments, with caremy designed economic assistance and politid support 
from the United SEWS, to carry &rough a peacefi.11 revd ion .  Latin America 
today has a greater number of moderate and democradc governem than it has 
had for a long time. It is true that the problems thqr faee are graver than those the 
hemisphere faced when rhe AIianza began: the popdadon is mice as large today, 
the external debt 18 times greater. Still, a new hope is alive throeout the 
Americas. 

The challenge to the United States is to reinforce that hope. I have m h e  to 
discuss ways and means, but I am sure that the worn way a, go about it is m keep 
on doing what we are doing today. The present course of m i l i w  hzemntion in 
C e n d  America can only rouse and unite Eatin American nation&m agatue the 
United States. It might be added that the Laxin American external debt, witk ks 
porential for bringing down many le 
to tke United States than t 

quired is not the return of 
r e v i d  of the humane and coopentiw spirit that animated rhe Alliance for 
P r o p s .  

In the end, however, the fate of lath America depends only m+dy on the 
United States. "Lasin America: Octavio Paz has written, "is a continent full of 
rhetoric and violence-ouo f u m  of pride, ways of ignoring d t y t Y n  The 
lath American funue depends on the capacity of Latin Americans thanselves to 
confront and change their own reality. As hey do this, I believe that they will find 
themselves recIaiming the ideas of the Alimna-ideas Latin in their origin and 
early fomdation - and m h g  them at last their own. 



The AkIi~nce at Birth: 
Hopes and Fears 

Twenty-five years ago, on March 1 3,  1961, the Alliance for P m p  was 
launched by President Kennedy in a highly publidzed White House address to 
the Ladn American diplomade corps and many members of Grips. It had been 
foreshadowed in his Inaugural Address and his fm message on the State of the 
Union. The substantive content had been drawn from the repon of a transition 
period task force chaired by Adolf Berle, which dealt with all aspects of inter- 
American relationships-political, security, adturd, and economic. As a rask 
force member, I was responsible for the economic chapter, in which the basic 
concepts of the Alliance were o f t i d y  formdaed for the fim h e .  

f have never claimed origindiy for hose conceprs. Thqr had emerged over 
several years in the form of prop& by Ladn Americans in rhe Inter-berican 
Economk and Sociai Council of the OAS, studies by ECLA (the UN Economic 
Commission for La& America), acdmic &inking both N o d  and Sou&, and 
most recently, the 1960 Act of Bogota. But as the economic policy on 
the rask force, rhe author of Kennedy's March 14 menage to Congress requesting 
funding for the ACE of Bogota, and an active member of &e U.S. negotiating team 
at Purim dd h e ,  I can speak wirh some aurhoriry about our hopes and fears a 
qraarcer cemry ago. 

WHY THE ALLWVCE? 

Some gpopoliridy indined historians, preoccupied with superpwer datiam 
as the b e d  and end-a31 of foreign policy, interpret rhe AUiance simply as a 
readon to h e  revolution in Cuba-a pmphy1actlc program to negate Che 
Guevara's p ~ & a i o n  of urnmy Sierra Maestrass in C e n d  and South America 
That is a grossly oversimplified assessment. Adminedly, Ehe March 1 3 speech did 



pint to 'the dien forces which once again seek to impose the desptisms of die 
Old World on rhe peopk of the N+ and later coupled Casuo with TmjiUo in 
~tpressing the hope that Cuba and the Dominican Republic would soon rejoin 
9be society of free men: Fear of comrnunin expansion also helped to sawe 
warm bipartisan support for the Alliance in Congress. But there was also the more 
gne&ed concern about n a o i o n ~  anri-Arrjeriwism and demagogic populism, 
CV-d by the hode reception of VicePresidene Nixon in 1918 and the 
subsequenr sober evaluation by .Milton Eisenhower. It was evident rhat the pod-  
wiU in Ladn America generated by F m b  Roo 
and coUaboration during World War II had been diss 
neglect in fawr of Europe, Japan, atld Karea. It was felt that the multing 
resentments and f m t i o m  might jeopardize American inzereas well short of an 
expansion of the 00-ded "SinuSoviet bloc: And nariodist populism, as P m i -  
mo in A r g e n ~ a  had demonszrated, was dso a prescription for economic s c a p -  
don and continuing political instability. 

Alongside these negative motivations was the positive side-the h o p  for a 
major advance in s o d  and economic dmlopment in a region of longstanding 
specid interat to the United States. For me and for most North American 
initiators of the ce, rhese positive expectations were the dominant force 
behind out actions. That may surprise listeners in the 1980s when superpower 
ridries are again so prominent. It can be undemd only 
of the h n e d y  A d ~ m r i u n ' s  wider policies of aid for 
oped regions-in pan ideological, but also, in the famom phrase of the Inaugural 
Address, '%ecase ir is right? A wave of intd-d interest in economic dw$op 
ment had swept over the academic world during the 19SOs, amply supported by 
the p t  philanthropic foun&uns. Among officials and policymakers d&g 
with foreign aid, there had been a conti~puous broadening of invofvwnea~, both 
geopphid and f u o c t i d .  Thinking in both a d e m  %cia8 &dm ha$ 
been deeply influenced by Walt Rostow's Stages of Gmtb, with its 
concepts of up~ec~ndi t io~n  uld ''dc-off into s&ed growth." The underlying 
national interest was not identified wirh either superpower rivalry or globat 
missionary do-gmdism. It was the conviction &at American d u e s  of freedom, 
responsible government, and equality of oppormniiy, togaher with American 
economic prosperity, would be more lilrdy to flourish at home if thqr were 
widely shared abroad. We had bendtted from the rmhd of Europe and Japom, 
and would benefit similarly from rhe modernization of dre undvddoped 
world. 

Those of us interested in America saw specid oppomuitia for accelaat- 
ing development in this h re. We believed &at most of rhe region 
ly the larger counnies of Sou& America and Mexico, were on dre th 
Wostovian take-uff. We knew hat there were instieuoio~d and s0c:b.i obmdes, but 
not c u i d  ones such as Oriental fadism, sacred cows, or m e  systems. There 
was a base of submisal urbanization, hdust. ion, and rnocH9k~on of 
agriculture and animal husbandry. Atthough there were extremes of wed& and 



poverty9 here were dm subsmeid middle dasses. There had kar a gratifying 
recent wave of demacmtirnd~n, with dirmtors being disphced in ~oiombia, 
Venezuela, Argentha, and P a  ( m n  to be foIl~'~~,~ed in the hminics1 Republic). 
Economic daelopmenr and modernkti~~~n seemed to be at the top of the hthi  

(dewlop 
mendism) in Brazil, with its s l o p  Te Yean ia Five" and its fuzzy bur 
appealing CdU for Clpmam P m A n r d ~ m ,  seemed ro embody all of thse charac- 
teristics. lhere were shiEar pirorides in the Demonadc Adon parties of Romulo 
Betancourt and Fepe Fiperes, the Christian Democrats in Chile and Vmezucla, 
the in Argentina, t6e Liberals in CoIornbir and the Diaz Ordaz wing of 
M&cca's PRI. .All this was in sharp contrast u, most of Africa, which d lacked 
the precondirions for t&e-aff, and Sc~lxh and Soli: 3; , wfiich wodd have 
to overmme ancient cd tud  obsac3es. So hain Aaexica appeved ripe for a. big 
push, in which ten yevr of intensive effort, with subspantid but nor uph.~kka.tP5.e 
vo3uma of external capital and technicd as ce, m@t engender sekf+w&g 
further growth and bring most of the irhin sight of sourhem Eumpm 
ImeetF of pmduair~r? and income. 

What of U.S. economic interem, which, according to Leninist doctrine-and 
much discourse in b i n  America zt the the-should hsve dorrainared American 
foreign policy! In rhe minds ofthose who created the AUiance, they we 
ly subordinate u, the broader political and economic objectives. We saw 
inmxment as a podeix-sum game with Latin Arneka, beneficial u, both parties 
and indispensable to a s u c h 1  developmend push. Being acutely mare of 
La& &erim nationalisr concan about foreign domination of the region's 
economies, I was a strong proponem of joint vewr~res as the mosr effective vehicle 
for rrderring rechoIogy a d  ndmioppin b d y  needed export m ~ k m .  Bur 
&ere was no narrow notion of buying proxection for misting Amerjcan inmest- 
menrs -and no I-Gcckdmper Amendnent -in the original legislarive p 

Thus concerns md opportmides, h o p  and fears converged on rhe goal d a 
peaceful but revolutionary transformadon aimed at democratic politic4 s&&ty, 
arrelented economic growth, broad participation L: the benefik, and enhanced 
social justice. That was an ambitious agenda Some pitfalls were obvious from the 
start and sthers soon emerged. 

THE CONCEPT OF REVOLUTIONARY 
OHLENT T U N S F 0  

it was common in rhe 1960s to compare the AIlimce with the h W &  Plan. 
That c o m p ~ n  was invited by Kennedy himself, when he said on h r &  1 3  
that the United Smes ̂ should help provide resources of a scope and magnitude 
sufieieat u, make this bold development plan a success-just as we helped to 
provide, against equal odds nearly, the resources adequate to help rebuild rhe 
economies of Wetem Europe: In fact, however, the odds against success in Latin 
America were much heavier. 



I&k were w d  ware of the qethtasentid differences, both in the base con&- 
t b n s  d in &e anions required. Europe had sp:i5ereQ gnat physical damage nnd 
its markets had been disr~pzed, but it did wz need changes in social suucnue. It 
did not lack i d  a d  adahimxie  skills. Irs basic re~'~kc0wents in 1947 
were for a large input of foreign exchange during the phase of intensive meam- 
stmaion, together with an ererping impulse to ~ m o $  the trade and payments 
tdc t ions  that had been erected due to the foreign exchange shortage. Europe's 
governments and pclirical leaders, except for the communists, had a single-minded 
de8iaGion to rapid economic ~ c ~ ~ .  In practice, the momenrum of the 
Marshdl Flail carried Europe weU beyond mere recowry and helped to spark 
major productive howdons 31 both p x m e n d  and business practices. But 
the foundations for success ofthe Mashd  Plan were &ady in place long before 
&e war. 

The challenge fc; rhe f i m c e  =-as far more profound. Tkic rim program cded 
for new indusnles, new ways of fanning, new systems d education and bed& 
care, new atritudes towad p w m m r  and community rqmnsibiliry, new rrla 
darnhips h e e n  city and country, landlord snd peasam, m a n a p  snd worker. 
The andog-y with rhe all Plan was ~JgEid only in 
large-scde aid from *: States and the conc 
&e United Stares and Latin .American nazie,m. On this iaaer front, however, the 

bstitutiod mangemems were w&. A doser 6t rn the h a  Plan 
panem was achieved only wirh he em6Iishment d the Inter-herim Commit- 
tee on &e ABhce for Progress ( C W )  at h e  end sf 196 3, 

W%y did we believe in rhe possibility of economic and sof ia l  progress amounr- 
ing to a nonviolent rmkutionaxy rmnsfomation? On this c e n d  issue, my own 
&inking l d  heavily on &e example of Sao Pado (bo& city and sate), which 1 
had come a, know as a researcher on Brazilian dewlopmem. Sao Wuio in 1960 
seemed to me much like New York in 1900-or perhaps wen 1920. There was a 

id. At the top, New Y d s  Age Tour Hun&dn were 
At the %rottam, masses of 

i&geg from drought in B d s  northeast corrapnded to New York's recent 
hmigrms from Southem and Eatem Europe. h between was a s u b ~ t i d  and 
pwing mid& dass, mixing people of all o . Lireacy was spra&g. n e  
University of Sao Pado was shifting f m  French-style pedantry to education and 
naining &edy relevant to development, somewhat like City College and New 
York Universiry eady in the century. 

Socia! mob&ty was extraordinary in Sao Wulo. The most famous exmples 
were rags-to-rich= imm' families from Idy, Lebanon, and Eastern ~u&pe .  
But there were w&-pid fo~eraen in autcrno5ile factories, formerly illiterare 
northeanem p a n t s  who were self-educated .and trained on the job. S m d  
smaller cities spread about the wte  were emdating the metropolis. In the coun- 
tryside, nearby were rhousmds of family farms and the 
f m k c d y  sur founded by Japanese immigrant horcidmrd- 
iss. The state gowment had m o d  away from 4Ih&&rno ro weU-adminkxed 



h h m c t u r e  dewEopment, planned by competent technocrats. Political influ- 
ence, once monopolized by the larger coffkepower, was now shared with indus- 
rridists, cmde urnion leaders, sm& businessmen, and others. There was an auncas- 
pherc of energy, dynamism, and opprtunity fostered by a commceiw symbiosis 
of government, priwte buskcss, and foreign investment. In short, Sao Pado had 
&&y apedenad a remludonary transformation without violent revolution. 

No one would claim &ax NRU YO& in 1920 (01- ewn in 1960!) was a perkct 
s ~ c i e r y .  But there was surely the capacity there for continuing economic and 
social progress that could atend its benefits to successive layers of the society, 
until all could panidpare. So it also seemed in Sao PauIo. Of come Sao Paulo 
was in a dass by i d f  in Latin America. But why should it not be replicable? 
Within B d ,  Belo HorLonte, Curidba, and Porto Alegre were moving in siimilar 
directions, although this was not the fase in Recife or Fodeza. Were there not 

beginnin.-- ' Mexico City, Medellin, G n c a r ,  Santiago de Chile, Lima, 
and even Buencl- if the stagnating miasma of Peronism could be dissipated? 
Wirh the right 1: -2ush from rhe above and help from outside, could not 
these beginnings b; . --x on? Some of Washington's Lapin spec* in rhe Sme 
and Treasury Depments were wry skeptical, but o h  joined the Kennedy 
ream enthusizxically in trying to give operational content to this kind of vision. In 
our view, hmory taught that such gradual transfomati.om were generally more 
durable &an the spemcrrfar violent revolutions so often followed by reaction and 
fy 

h eschewed vioient means, in most of Latin Ammica the U m c e  would 
require exltensive social, political, and economic reforms. Land reform, it was 
rhou$t, could be promoted through taxation of nonpmductiw land and limita- 
tions on hnfi&. Tax, insti1cutiond, and administmeive refoms would also be 
necessary p m  of the package. h d  thoroughgoing reform of educational syszems 
at d levels was a prerequisite to thc basic goal of widespread popular paniapa- 
tion. To avoid zerosum games in which the potential loser would make such 
reforms politically impossible, they would have to be &ed out in an envimn- 
menr of rapid overall economic growth. Thus rhe pro envisaged a n w  and 
more equitable distribution of the gains from dmEop but - in the termhol- 
ogy of Hollis Chenery, one of rhe "Nine Wise Men" of the Miance's early 
arumre-it has to be redktribured with grow&. Otherwise, given rhe low am- 
age incomes p g in the regon, the prognm would merely redksribure 
Poverry. 

Others will assess what happened u, the AUiance for P r o p ,  why ir happened, 
whether there were successes along with the obvious failures, and the lessons for 
today and tornomw. 1 will. concIude with a few persona.! reflections, 25 ycm 
lam, on rhe hopes and fears at the launching. 
Thc fears were not overdmn. The Soviet model of economic development has 



by now been so thoroughly discredited that one easily forgets how many Latin 
Amcricw, especially inteilemds, were attracted to the notion of affiliation wirh 

philosophy remains quite popular in Eat'm America, but not, 
ide to action. The danger of spreading demagogic nationah 

populism was even greater. The Miace helped to avert &is threat for a rime, b u ~  
it takes on renewed strength in each period of North American neglect, up to and 
including the presenx. 

As to the hopes, there have k e n  profound disappointments. Fim and foremost 
were the long intemptions in democraxic institutions and civil liberties in all of 
South America beyond Colombia and Venezwta. On the eoonomic and social 
side, even after making large discoun~ in the overambitious goals and t t n a O 1 e s  
ofthe Charier of Punta d d  Este, results were far below expectations and consider- 
ably short of redistic possibitities. Shodd we then condude that the h o p  were 
simply a naive and impossible dream? Was the Alliance misconceived from its very 

not. in my judgment, rhe diaposis in 196 1 snd tbe array of pmpsed 
policies, reforms, and ouujde assistance were i c r r m  in their essentias. Bur there 
were two uiaid emrs. O n  the '&a& American side, as I noted in a spmh as 
early as A3ps 1962, the Alliance never generated a sufficient: political mystique 
to overcome the teshce of vested interests and the obspac!es of traditional 
political rivalries. O n  the United States' side, we erred in not promoting from the 
very beginning mgeme]Itts appmprjatc to a more genuine partnership. 

Having accepted President Kennedy's invitation to lead our embassy in Brazil in 
order to help implement the Alliance there, I became deeply frustrated by the 
growing reafkrion that the cenrnt purposes of m o  successive presidents-Janio 
Quadros and Joao Godan-were not economic and socia pmgres, but rather 
the pursuit of personal and illegitimate power Formnately, numbers of B d i a n  
cabinet ministers and sate governors did share the goals of the AUiance, and we 
were able to cooperate with them. Elsewhere in Latin America, there were brighx 
periods with Frei and Carlos Lleras and Diaz Ordat, and dark periods too numer- 
ous u, mention. At the her-American summit of 1967, we hoped to reinvigorate 
the Alliance in both spirit and substance, but that opponuniry passed with 
Johnson's withdrawal. Then rhe Alliance was repudiated by Nixon and Kissinget 
in favor of a new era of neglect. Wr that mistake, all rhe Americas-No&, 
Centrat, and Sou& -continue to pay a heavy price. 

I nonetheless believe that the balance sheet ofthe Miance for Progress =mains 
on the positive side. Between 1960 and 1980, Lark America did make significanr 
advances in the continuing trmsfomation from World dependency to 
independent action on the world stage-a transformation &at will somehow 
surmount todayS international debt crisis. During the 1960s, the Miance helped 
lay the foundations for the surge in produnion of the 1970s, and for notable 
improvements in literacy, h d & ,  and life expemcy. Above all, its investments in 
human resources-& technical and administrative skills to complement the re- 
gion's humanistic tradition-has made possible an onping modemlation, look- 



ing ultimately to full incorporation into the Fim World. Recent political develop- 
ments have vindicated those of us who were confide~t rhar the underlyhg support 
for democratic institutions would outlast military aurhoriaimkm, men though it 
tmk longer &an we hoped. The p t  misfortune is that the opportunipy of 196 1 
was not fully used. But the enterprise we set in marion a quarter century ago was 
not merely another plowing of the seas. 



Ibe Will to Economic Dmekopmmt 

Having been d e d  upon frequendy to discua the implications of Pradent 
Reagan's Caibbe~a Basin Initiative, I often recall our experience with the Alliance 
for Progress. Thinking of the Miance fills me with nostalgia and pain for whar 
might have happened but did not.  memory of rhe fwv successes fds me with joy; 
the errors and fdures generate mu& r v a .  

Twentyfive years ago I thought there were solutions to the problems taken on 
by die Alliance, and &at given time and patience-and less negaxivkrn from the 
U.S. power structure-we w d d  be able tcb work out solutions. Perhaps this 
optimism, or if you will, idealism, was misplaed. Yet I d l   member the old 
saying about the aerodynamic certitude that a bumbkbee cannot fly-yet it does. 

Since the memory span iar Washingon is brief, and i s  irzzemt in Lh America 
is as durable as yesterday's newspapers, I would like to nore here that there were 
important tangible results in the first four years of the Alliance: 6,000 miles of 
roads were bdr;  1 30,000 dmre&g units were comtrrraed; 530,008 Mowam of 
power-gerrerating capacity were installed; 136,000 new acres of and were 
krigted classrooms were built for an additional 1 million students; 450 new 
health fadiitie sax reconstructed; financing was provided fur over 5,000 prime 
h d m r d  firms, and so om. 

Many of these achievements haw been duly noted by hjstorians and others who 
chuuse to defend the Mimce. h would like to emmine an area &at has not 
received the actendon, analysis, and undemandbg that is both merited and sorely 
needed: the reladonship bemeen culture and eronomic growth. By culture, I 
mean basically the  dues of r people, their priorides and their mode of rhinking, 
of seeing themselves and the world. 
To say that economic development in the fad analysis is dependent on dre will, 

the determination, of a people to lifr &emselves from poveny, seems obvious ro 



thc point of being trite. Bur that is precisely the point that I want to make. if we 
look at the western hemisphere, if we look coldly, objectively, at whilt has 
happened in North America-the United States and Canada-and at what has 
happened in the Caribbean, C e n d  and South America, at rhe core of the 
enormoss economic dif6esences is a cmciai difference in what 1 could cd "tha;! wifl 
to economic development." 

And this will is a mmifmcon, I believe, of culture. Why has N o d  Amcxka 
adrievcd such a high degree of economic and socid dmilopment, and why ha~m't 
the Caribbean, Central and South America? I hope that I will not be accused of 
racism, or of being anti-Iberian, or antiSpanish when I say that the answer lies in 
the different cultures. In one there is the will t~ economic development while, in - 
the other, with a few exceptions, this is not the cane. 

I want also to make mother point. The decisive dement in the relation between 
culture and ecowmic developmem is political leadeshb. is cmcd beau= 
h e  last thing drat I want to imply is t4at Spvlish Amepla will always be what it 
has been because it is Spnkb America. Politid leadership can play a decisive rofc 
precisely because it can ignite in a people the wdi m economic d m b c n t .  It 
can do so men when it must overcome orher powerful and deeply imbedded 
cultural chmceaa that impede, or even de , economic growth. 

Puerco Rico, I bdievc, is a good example. All the elements have long existed in 
Pueno Rico that seemed to make economic developmem, not difficult, nor wen 
unlikely, but imposibk. Puerro Rico is a very small island, one-twelfth the size of 
Cuba. It is enormously overpopdated (nearty 1,000 people per square mile), 
lacking in natural resources, with wry little arable land, and perhaps worst of all, 
pemeited by a cei~tuFies-old state of mind aptly called by Oxar Lewis the 
"culture of poverty: 

We were extremely poor for four wry long centuries under Spain and only a bit 
less poor for half a century- under the United States. Suddenly, toward rhe end of 
the 1940s something strange happened in hem Kco. h became knawn among 
the economists of the world as a "mimdcY We hzd an economic take-off. It was 
kdeed a wonderuus thing since Pueno Rico not only achieved economic gmwth, 
it achiewd one ofthe highest ares of growth in dre world for a sustained period of 
rime. The bndon Emmid  described our peacefd revol'rltion as a u~eaamy of 
economic devel~pment in a s@e decade? 

What happened in Pwrm &to? 
AU the elements thar seemed to doom hem Rico u, m e m e  poverty were sril l  

there. Our hard-core realities were unchanged. What did change was the q d t y  
of our political leadership. 

Puerto Rtco was blessed with a great political leader, Luis Muiuz Marin. If you 
were to asask me out of dl of rhe elements that made Operation Bootstrap such a 
success, of all of d!e ingredients that produced our economic miracle, which was 
rhe mosr imporrant, I would answer this way: C e L d y  ir would not have tavn 
place without our s p e d  economic and political relatiomhip with the U.S., 



especially our fret access to che U.S. market combined with our ful) exempdon 
from U.S. taxes. 

1 would add chat it probably would not have happened without rhe contribu- 
;tl~n, I believe sadly ignored, of the last American governor of Puerto Rico, 
1Word Tugwell, who created the governmental swmtre that made posible 
what Charles T Godsell has correctly described as the "adminiserattion of a 
1~3vo1u~orn." 

But 1 wsufid msvver that the mow fundamend cause of our economic d e - o E  
was the political leadenhip of Mulioz Marin, who turned our culture of poverty 
into a wiu to economic development. He changed h e  sian of mind of the Puerto 
%cm people. He changed the culrure. 

I noted at the outset that the relation of culture to economic development has 
not received the attention &at is needed. Bur what inspired me to bring up this 
point here today is a recendy published book by Lawrence Harrison bared on 
precisely that theme. The ride of the book could not be more appropriate: 
U d ~ k e r O p m m  i s  a Srcrtc $Mind. Tbe Latin AmeriGen Case. The launching 
plarform for Harrisoa's thesis (see Chapter 23) is a statement by a Peruvian 
hxe~teaual, Augusto Sdazar: 

Underdm~1opmat is not just a collection of m&d indices which enable a &o- 
economic p i a r e  to be drawn. Ir is also a rtete $m.nd, a way of expression, a form of 
outlook and a collective personality marked by chronic kfmities 9nd forms of mafadjust- 
men=. 

H a h a  proceeds u, analyze what makes development happen and how link 
deve10gment has occurred in rhe Eatin pan ofthe watem hemisphere. His studies 
convince him that the is indeed the principal determinant of the course and 
pace of development. To reinforce his point, Harrison argues &at where Latin 
American counrria have strayed fmm the mainstream of traditional Hispanic- 
American E ~ N R  and the underlying influence of Spain and b institutions, they 
have proper f  funher in the journey toward realization of social and economic 
progress. 

Now, if I zm cornea in saying that economic dewlupmmt is fundamcndy a 
matter of will-or, in negative terms: if Hankon is nght in his thesis that "under- 
development L a state of mindB-the obvious condu~ion is that Latin American 
mimdes$ culture, and politics are to blame for Lath American underdd- 
opment. 

Needess to say9 $his conrdsts the csnventiond wisdom of a peat number of 
Latin Americm poEticcal leaders, economists, and inteflemds who claim that the 
essm&d cause of mderdeveIopment in Latin America is Annezicm Imperi&m. 
Harrison goes m great len,&s to xefute what has become known as the dependen- 
cy theory: thar btin America is poor because the United Stater h rich. The root 
cause of underdeve1opmentr, according to the theory, is the nature of U.S. capital- 



ism, which depress the price of Latin American export products while inflating 
prices of U.S. a p m  to Latin America and which u~glaits" Latin American 
workers through the monopolies of U.S. mdrinationals. 

Again, allow me to draw on our experience in Puerto Kco. For nearly the fim 
half of this cennuy, our 'culture of pow~fy" was wrapped in the ideological 
argument that the impediment to Pwm Rico's development was 'W.S. c o k ~ d -  
ism." We must fun ridourselves of our coloniat relationship to the U.S. in order to 
attack our tragic economic and social ills, it was argued. Muiiot s genius 
was his ability ro l ibem Puem Rim from thc c&re of poverty by making a 
vuiy astounding discover).: It was p ~ ~ 1 y  our unique reIationship to the US. 
rhet gave us the powerfui .irmmment u, lift rhe entire Gland from extreme powrcy. 
If you wiu, that unique relationship became our great namd resource-it allowed 
us to attract thousands of indusvis that created hundreds of thousands of j obs .  
M&0z9 political wisdom consisted in not fding v i c h  to egoccnvic nadodisrn 
that vmdd have demoyed what became the powerful industrial kcendm that 
produced our economic mi&. 

Once again, this was an example of political leadership &an@ng a cultual 
attitude-the escapist argument that what is wrong in fitrto Rico is the fault of 
the United Stages and a collective surrendering to impotency and hopelessness. 

Now, one reason &at Harrison's book muck such a strong chcrd in my hem is 
that I have long admired an oumanding Latin American thinker who has been 
saying exady d1is for a tong rime, but who has been largely ignored in the U.S. 
and, neediess to say, who has ban denounced ar a *lackey of American imperial- 
ism" by his Iadn Amesicm peen. 

Carlos Rnngcl, rhe Venezuelan scholar and journalist, wrote an emmordmary 
book ten years ago in which he uied our to his Ladn American brothers: uLook, 
took, I& stop bkiming the North Americas for our own fdwesP 

This book, F m  obe Nobk Savage &e Nobk &ulat im~,  is truly the firs 
contemporary essay on Iah American civilization in which a new snd probably 
correct interpretation is offered. h g e i  begins by dissipating the litany of untrue 
descriptions, complacent excuses, and false interphow that dominate so much 
of Latin American writing. Throu@out his work h g e l  condnuously confronts 
Latin America wirh in myths and its d r i e s  arid underscores the discrepancies 
between what a Yoday uuly is and the image that society has of itself. For thc 
2tH! theentry La& American (as Jean-Frmcois Revel, the French sodo@ and 
an zdmirer of Ransel, purs it), N o d  America is reactionary, L ~ M  America is 
revolu4Junwy. The insolent economic succeps of the United States (at least untit 
lately) is resented blnerly zs an insuRerabEe scandal. Here was a bunch of Anglo- 
Sa~ons who arrived in &is hemisphere much later than the Spaniards, I a h g  
mr~&ing, wrongheadedly establishing themselves in such a severe dimaxe as m 
& doubts about their sun,ivaJ-and they have become the number one power 
in the world. Comparing the socioeconomic perfonmance of the a1onizers of dre 
nonh and rhe south of phis hemisphere hurts L&o pride. Furthermore, no Latin 
American leader worth his sdr will ewr deny publicly that all the ills that affect 



Lath countries fmd their root cause in Nonh American impnialism-dl, that is, 
except Wangel, who makes this pint: 

It was Latin America's destiny to be colonized by a country that, though admirable in 
many ways, w u  at the t h e  kgmning m R ~ M  the spirit of modernism and to build wdis 
agslinst the rise of raxiondism, empiricism, and free thought-that is to say, against the vg. 
bases of the modem industrid and liberal revolution, and of capi& economic develop 
menr. limpendism has exisred and dl exists, bur it is more a consequence Pather &an a 
cause of our /]Latin America's] imptence.l 

Rangel and his admirer both agree rhar classifying Ladn America as 
belonging to the Third World is incorrect. They contend that it is emmtidy 
Western, as attested by its culture, language, and world view. Their diagnosis of 
the problem is lhat underdewbent in La& America is fim pditical and &en 
economic, rather than the other way around as b the case with the Third World. 

Rangel is particularly critical of the Catholic Church because of its absolutism, 
for influenAg what Latin America has and has not become. Latin American 
Catholic society, he contends, is readily saMed with appearancess, with a show of 
rehgmn. In Rangel's view only No& American innuace has in recent years 
ailowed Latin American societies to become mewhat  moire ~ d e m t  of noncon- 
fomk behavior patterns. Protestant No& American society, by way ofcompari- 
son, puts far more nringent requirements on its citizens n, give proof of what they 
redly are, as against what hey daim u, be. 

Rangel firmly believes that Latin American history has been determined mainly 
by its Spanish culture and d m  this history, in his view, is a "story of failure: He 
backs his conviaion with a iisting of indicators: 

1. the disproportionate success of the United Smres in the sme uNew World" during a 
pafall$ period of history; 

2. Lain America's kabiliry to evolve harmonious a d  cohesive nations capable of redeem- 
ing, or at leas rameably improving, the lot of vast marginal social and economic 
pups;  

3. Latin America's impotence h its external relations-military, economic, political, dm- 
$-and hence its vulnerability KO outside . . . influences in each of these areas; 

4. tfie notable lack of smbiliry of l a i n  American foms of government, other than those 
founded on dimorships and repression; 

f .  the absence of lnotavo~hy Latin American contributions in h e  sciences or the arts (the 
exceptions merely pmve the rule); 

6 .  Eatin America's popukion growth me, rhe highest in the world; 
7. Latin America's feeling that h is of little, if any, use m the world at Iarge.2 

I have been profusely quodng Rangel and Harrison, not only because their 
analysis dexribes my own views on Iadn American underdeve1opment, but also 
because I believe rhat no U.S. economic policy or program can succeed in Latin 
America unless it is redistic, and it ?an be redkic only if it is grounded in a 



precise urademd'mg cf American drure.  Allow me one &-serving quote 
that appezrs in the inmduaiora or' Harrison's b ~ k . ~  As 1 said, we worked 
together in the early days of the Miace for Progress. Harrison quotes fmm a 
speech I made in 1 966, &er I had served as the U.S. coordinator of the fiance: 

The Latin American case is so complex, so d i d t  to solve, and m fraught with human 
and #obd danger and &mess that the use of the word Umguish" is not an exaggeration. 

The longer 1 live, rhe more 1 believe that, just as no human being can saw another who 
does nat have the will to save hirndf, no country can save another ncr matter how good its 
intentions or how hard it tries. 

Wd, I have lived a linle longer since saying those words, and I f d  even more 
strongly today than I did then about this fbndmentai truth. 

On a more pragmatic note, it is interesting to observe how, at leas in some 
measure, the ideas of the Alliance for P m p  are reflected in a currmt p r o p ,  
the Caribbean Bash Initiative (CBI). The CBI is really a mix of the h c e ,  
Operation Boomrap, and a very posirive new facror that we had hoped to achieve 
in the AKzance days-one-way free d. Back in the 1960s, the entrenched 
bureaucrzicy in Washington did not welcome a deviation fmm rhe prevailing U.S. 
fm vade policies. 

Regional oneway free trade was frowned upon for Latin America and the 
Caribbean, even though European countries had dready acaad trading bloo 
with their former African and Asian colonies. Proporals made in thow days were 
rejected hause, in the words of one of the protagonists, "The lerge interests of 
the free world are tied to the creation of a more dynamic trading system. Preferen- 
tial blocs could rend to separate the world." The deluded Stare Depamnem official 
who wrote those words eventdy ate them and prompdy fell in line 25 years 
kter when President Reagan announced the CBI, which has one-way free trade as 
its shining centerpiece. 

Of course there have been many protectionist amendments to the CBI, but 
actually the U.S. customs barrier has nor been, over the pan 2 5 years, the sinister 
obstacle to hard-currency earning that some enemies of the ddopment have 
made it out to be. I recall that in 1960, the Inter-American Research Committee 
of the National Planning Association published an extensive, profusely document- 
ed report on die future of hatin American exporn to the United Staus. The 
report proved that many manufaaured products could be competitivdy produced 
in Latin America and soid in the US., provided adequate rax and other incentives 
were offered to prospenive producers. So impressed was I by the potential for 
development implied in this report dm, as a part of the Alliance effort, I had 
hundreds of copies distributed ro leaders in 9 member countries. Not one ktm 
of achowEedgement, let done of interest, was ever received. kt's see if the bus 
isn't missed this t h e .  
In condusion, I would like to s e r a  that the physical accmplishmenps of the 

Alliance for Progress were overshadowed by much more meaningful signs of 



soEimonomic and political p,mgress. I turn again to Carlos Rangel, as a scholar 
and ]Latin American, n, provide the ultimate evaluation of the Albance: 

Habitual references to the 't&icJ' hpxheses a d  meamres recommended by the inter- 
national experts ha= led us to lose track of the one important dement the vwy zeal 
success scored by the Jliance. . . . kbhshed  mcestral habits were &&en, rhe self-dac- 
tion and inertia 05 k i n  American leaders were disturbed, and hope was hel$ om to the 
people. Today, Latin America as a whole, induding such fomedy staunch consemive 
sectors as the church and &e m y ,  rejects immobihm rand has m e d  &inking k g  
dynamic lines. The concept of economic planning has been generally accepted. It is novv 
raddy accepted that it is tnponanr that rhae societies, which are mything bur rew,Iution- 
wj as ha k e n  claimed, but rather desperately stable, if not static, need a p o d  shaking 
up4 

The Alliance for P r o p s  did succeed in at least shaking tk"mgs up a bit in Ladn 
America and I am gfad that 1 was able to help. But Wangel also put his finger on 
one of the f&p ofthe Alliance which brings me back, in dosing, to my origin$ 
point. He wrote: The fiance . . . fded a, rake into acco-mt the cultural imped- 
iments to development inhwenr in the ancestral customs and mdizions of the 
Latin American ~ c i & e s . " ~  

I t  all boils down to h e  anciem maxim: G d  helps those who help themselves. 
If, 03 the one hand, this leads us TO lecture Latin Arnericms that hey have 
essentially themsefvs m blame for their underdaclopment, the orher side of the 
coin could not be more promising: La& America's economic dewlopmat, its 
future, is in Latin American hands - in the quality of its politic4 leadership, and in 
rhe depth of its will. 

1. Cabs Range! Guevm, lk .Latin Americcnas: W r  h t - I P a ~ e  ReC~tiEashp tbe 
US, tr. Ivan Kas. @lew York: Warcourt, Brace Jovanouich, 2 977). 

2. %id. 
3 .  Lawrence E. Harrison, U & & c h ~  Is a Sttzte of Mid (Cambridge: Hatvard 

Center for International Affairs and University Press of America, 198 5). 
4. Ranget Guevara, 73.c Latin Amerkzns. 
5 .  Ibid. 



P~indbh  and P~$o 

By the end ofthe 195Os, President Eisenhower's policy to~vard Latin America had 
begun to d e a  a U.S. position quite different from that of the earlier postwar 
period. In fact, there had not been an a& inm-American policy during those 
years, due to Washington's priority toward Earern and Western Europe. A dear 
e m p l e  of rhe n d y  emerging interest in lath America was rhe Eisenhower 
Administnziorr's decision to sign the Gnstitutiw Agreement of the Orpnizatian $ 

of American Staxes in &go# in 1 948. 
The change was a result, in pan, of pressure by broad sectors in the United 

Stares who were conscious of the growing criticism of the U.S. in inter-,herican 
economic meetings, such as those held in Quinmdjnha, Brazil in 1954 and 
Buenos A i ,  Argentina in 1957. The h o d e  reception of then Vice-President 
Richard Nixon when he toured sevwal Latin American countries during &is 
period also influenced the change of attitude. 
In EvLasch 1958, B d h  President Juscelino Kubitschek wrote a letter to 

EisenKower in whkh he referred to these problems and called for an "Opention 
Pm-A-meria." H e  said: 

We cannot hide the fact that, in the world's opinion, &e idea of pan-American unity is 
seriously undermined. Negative events, which we deplore, leave &e that we do 
not Zive fraternally in &e Americas. Corrective mion . . . needs to be taken. We must t d y  
examine our conscience toward pan-Americanism md determine whether we are on the 
right uack. 

In A u p  of that year the govement of Brazil sent a memorandum to all 
American countries defining the bases for a pan-American Operation and refer- 
ring to Latin America's need for hsernationd cooperation. It should be pointed 
out that the foundations for the creation sf  an inter-American bank and of 



regional markets in the hemisphere were set forth in this document, similar to 
those that had hem established for the Europem Economic Community in &me 
in 1957. 

In September, the U.S. agreed to support the creation of the Inzer-American 
DeveIopmena Bank, and negotiatbns began shordy thereher within the f m e -  
work of the OAS. The bank began operations in early 1960. During the same 
year, a meeting &zit could be seen as the f'mer of the Alliance for P m p  
was called in Bogota. 

This series of events helped the recently e l e d  U.S. President, J o b  E Keme- 
dy, m announce his new pro , the Alliance for Progress, during a March 13 
meeting at the White House. Many of President Kennedy's remarks did not come 
as a surprise to those attending the evxnt. A group of Latin Americans had been 
preparing a memorandum abour future relations and regional policier iix the new 
President during the preceding weeks. Among the participants in this p u p  were 
Rad Prebkh, Juan Antonio fiyobrk, Jorge &I9 and Enrique Perez-Cisnems. 
The followiqg excerpts from Kennedy's ranarks &at day are, I believe, corn- 

pletely d i d  today: 

We should give our supplr to my economic integration process that truly opens markets 
and economic opportunity. The fragmenation of btin American economies poses a 
erious obstacle to industrial detelopmenc. Some projects, such as the esrablishment of a 
common market for Cmwd America and of Latin American f k e  d e  areas, wodd 
facilitate dwe10prnent in this field. . . . 
As it has well been wpmsed by the Government of Chile, the time has come to take the 

ern steps towards the establishment of a reasonable Imk to mamentism. . . . 
I have just signed a reques to G n p  to approve an appropriation of $5 00 d i o n  as a 

fm step towards the accornptishment of the document Am (IP: &gm. This constitutes the 
fm lofig-term inter-American step toward eliminating social barriers that obnmcr eco- 
nomic progress. 

Ninety days later, as president of the DB, I had to co-sign with hs ide~ . t  
Kennedy the d~cumenr that created the Tma Fund for Socd Progress. The latter 
facilitated thc IDES cooperation with socd reform pmgrams in Latin America 
affecting education, agriculture, sanitation, technology, and housing. 

Kennedy put much emphasis on the co~lsobdatiion of democratic systems w i t h  the 
new inm-thm&m policy he was developing. 'This was dear when he d: uChr 
AXhce for Bmgms is an &ce of& govpments and one whose main objecdw 
is to elinkme tyranny in a hemyhere whae their is no legitimate place for it: 

Kennedys concern were echoed in the Y)eclaradon to the People of the 
Americas9* which precedes the Charter of Pum del b e  into which &e M h c e  
orognms were incorporated in August 196 1. In &is repregard, the Dedxation says: 

This Alliance is based on h e  principle that states that the desire fur work, houimg, land, 
schml, and Mth is best achieved in freedom and through the insaituuons mated in a 
reprmntative democracy. Thm is not, and there cannot be, a system to guarantee m e  
progress if there is no opportunity to assen the individual dignit-, thar constitutes the 
foundation of our civ2izittion. Therdore, the signing countries, in a sowreign act, promise 



for the years to come to hasten h i m  American integratiori in order to invigorate the 
antinentas economic and social progress, a process that has been initiated by the general 
Treaty of C e n d  Amaicsn Free T '  Association and, in orher countries, by the La& 
h e r i m  Free T ~ d e  Am&tiorn. 

Foi10wing the introductory Dedmeion, the Charier of Puma del Ese lists the 
following sections: objectives of the AlIiance for P r o p ,  economic and social 
development, economic inreption of kafm America, and basic export products. I 
do not intend to enm into an andysis of rhe Charter, but rather to emphasize that 
the need for Ladn American integration was being dearly acknowledged. In fact, 
we see in 1961 &at hth American countries stressed rhe importance of joint 
eRms in this d k t i o n  and the United Sates pledged support of rhese efiom. 
These declaraxions, articulated Pbr the first time in 196 1, had fa-reaching 
implications. 

The second meeting at Punra del Esre was held six years later in 1967, at the 
initiatiw of President Lyndon Johnson. His AdmiisPration had inherited Kenne- 
dy's views on Ladn American problems, andJohnson believed s new rapprochc 
mem was needed in the region. Jusc as Kennedy had inspired the 196 1 me*, 
PRddem Johnson decided to convene a recond hq&-el  meeting with the 
purpose of refornufating the Miance for Progress progun in tbe @t of rhe six 
years that had passed. IfJohnson had nor taken the initiative, ir is unlikay that rhe 
1967 meeting of Latin American chi& of state would have &en place, given he 
reluctance our governments have histopicalIy displayed toward such meetings. 

As it mmed our, the meedng was of pr: significance and far-reaching scope. 
The rnaaers dixussed point to ia importance: agreement was reached regarding 
the creation of a Latin American Common Market heween 1970 and 1985; the 
armd barer for Latin American economic intepdon thntugh mdrina~ond pmj- 
ects to reinforce the programs of the IDB were debated; the goal of substantidy 
increasing La& ~mirica's foreign aade was set f&; the need to u@e living 
conditions in rural arcas by increasing productivity in farming and animal h a -  
bandry was estabIkhd; the urgent need n, stress education, science, and technolo- 
gy as a function of dwelopmm: was declared; and programs to Lnpmve h d t h  
care and eliminate unnecessary military expenditures were underlined. 

Uniornately, despite the extraordinary significance of this meeting, Latin 
American countries Wed to employ profitably the new supporr oMered u, them 
by the United Stares toward the process of achieving inteption. President John- 
son took the initiative ofrending a message to the C m p s  requesting authoriza- 
tion of a $500 million fund for iLah America when agreemenr was reached on 
the establishment of a Common Marka. This point was never reached, and the 
events that mok place after rhe Johnson Administ:mtion brought about protound 
changes within the United States, including a general wihdrawal from its relations 
with IAM America. 

hoking at Lajn America in 1986, I think it can be said that the AUiance for 
Progress achieved some important successes. The main points of the Charter of 
Pun= del Este haw been put into effect, and &ere has been a new inter-American 



convergence. Even though a Eatin American Common Market was never created, 
several schemes for economic Lnteg*dtion have gonen under way. I point in 
particular ro the establishment of the Andean Pact and the Caribbean Communi- 
ty (UWICOM). In the same context, there have been territorial agreements to 
spur multilateral growth in the River Pfate Basin and Amazon River atess. Even if 

has become ALADI, economic survival has dearly become a sigdicant 
irme for the signatory counuies. Similarly, it should be noted chat despite Central 
America's politid crisis, the various economic inreption agreements existing 
among the five countries continue in full force. 

Moreonr, several fmancial institutions were created during the Alliance years to 
promote economic integration. Among them were the Ce~zral American Bank 
for Economic Integration, h e  Andean Development Corpomuon, and the Carib- 
bean Bank. During rhe same period the Andem Reserw Fund and the Fund for 
the Cuenca del Plata were established, as well as the systems for rnu!daterd 
payments used by ALADI, for C d  America, and for the Agreement of Santo 
Dornhgo. 

The decade of the 1960s dso had a strong impacr on culrural, academic, 
b ~ h t i f i c ,  and technological matters, as several specidized regional organizarions 
begsn to operate during those years. It would not be an exaggeration to say &at 
fmm the 1960s onward, the level of exchanges in thex fields increased nnrenry- 
fold. This nend was dearly encouraged by the Pun= del Este agreements. 

Thus it c m  be concluded that a vast number of the A1Siance's achievemen& 
occurred during the 1960s; during the next 1 5 years the process reversed and the 
trends weakened. 

The pmgams undertaken under the aegis of the Alliance for Progress acquire 
men greater significance when w e  consider that they began f ' g  apart by the 
early 1970s. In my opinion, rhe great politid and economic challenges that Ladrr 
America has faced since the early 1970s constit'ate a major jusdfcattion for the 
Alliance for Progress. I refer particularly to the erosion of democracy in Latin 
America-a situation rhat, luckily, has been overcome over rhe last few years as 
elenions hzve taken place in Brad, Argentina, Uruguay, and Peru-and to the 
increasing indebtedness of our countries, which currendy toads around 1360 
billion. It is beyond the smpe of this p~scneation a, analyze in depth the Lath 
American debt program. My point, how=, is thar had the later and spirit of& 
~ W O  h n t a  del k e  agreements been respected when fmancid decisions were made 
regarding Latin America, we ~rould not be facing our present dilemma. 

katk American integr3tion, nonetheless, has had s new impem not only 
because of i~is~~rical interest, but also because in reg ratio^ provides a better alter- 
native fur Latin American countries in meeting the multiple political and econom- 
ic challenges thar face us tdzy and t o m o m .  We should mention in this context 
the creation of the Earin American Economic System (SELA) in 1975, and the 
importance for our countries of the recent incorporation of Spain and Portugal 
into the European Economic Commwriry. 

To conclude, I would like to suggest what I believe are the lessons of the 
AUiance for Progress thar should constitute the outline of any future Latin Ameri- 



can Community. Such a cornmunit). would be open to 4 nations in the hemi- 
sphere that codd be d e f d  in sodoeconomic terms as deveIopitng cowries. It 
wodd be baszd on neg~Ckted agragrcems and on the esfab2'ishmenr of a p e d  

ent &at would set down the underljring and operational principles leading 
tbe creation of a Community af Lam American Scares. The organbation 

should be gjKn a wide scope of operations and enough flexibility to enable it to 
respond nor only to presmr goals but m future aspirations. The general agffement 
would not be viewed as a substitution of agreements akady in force; subregional 

i economic integration xhmes would be recognized as saps in the achievement of 
I &is common market. 

?he main organ of the new organization would be an assembly of chiefs of 
mte, g into account the political chmab:riszia of each county. In each 
iignatory country, s c m d  composed of cabinet members shodd be formed to 
deal wirh specific areas. The h e i n  American Community should haw a parlia- 
menr that could, at k, be formed indLectly by the national c o n p  and later 
be elected di~ctIy &mu& universal suffrage. This pariament would not super- 
sede acisting national legislative systems. Rarher, its mandate would be to deal 
specifdy with Communi?y interens, undertake analysis, and pass legklarion. A 
Larin American Supreme Coun would be in charge of senling pub!ic or private 
disputes that emerge from the application of rhc new Community institutions. 

The Organization of American States would conrrimte, under this plan, the 
t e n d  nudeus amund which the authorities, corpon&ms, and multina 
tional agencies would be orgsnized to take charge of implementing specific hnc- 
dons and policies. Thse bodies would include, for example, a Latin American 
central bank; a planning coordiadng committee; mechanua;ls for educational 
and cultural development and for scientific and technical abvaulcement; a Lath 
Americsn n w  -9; a corporation n, defend basic products and natural re- 
sources of rhe region, and so on. These iwxitutiions should parallel an institu- 
dondjuridid system &at would work toward making the various types of 
member country national policies - labor, fisd, administrative- compatible. 
Some of the institutions and organisms mentioned above a l d y  exist; Mhers are 
being created or have been proposed as sectoral responses to collective Latin 
Amencan needs. 

Clearly, the AUiance for Progress, a program of cooperation nor ody for the 
1960s but dso for the present and the &re, has provided us with a better 
undemanding of aenn and should constitute the decisive backdrop for all inik- 
tiyes toward Latin American inteption, as was suggested by Gabhela Misrd: 

We mua unite our homehds internally by means of education thar will become a 
nszionat comie~~ce  and of an allotment of weH-being that will become an ibsolute 
balance; and we must unite these commes of ours in d e r  Pythagorean rhytlhm, accord- 
ing to which those twenty spheres wiU move without coHision, in freedom and beauty. We 
are driven by a dark and still confused ambition that rolls in our bloodmeam from the 
Plamnic archtype reaching to the feverish and suffering hoe of Boliw, whose umpia we 
wish to crate from poetic compositions. 
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Bid the Alliawe "Lose Its Way9'' or Wme Its 
Assamptiom All Wmrg from tbe Beginning 

and Am Those Assumptirms Still with Us? 

The tide of this chapter is taken Erom the title of the well-known book by Jerome 
b i n s o n  and Juan de Onis, Tbe Alliance tbclt Loit I& Way: A A C h b  m #be 
AIIiancefm B o p . '  That title, in turn, derives from a provocative essay on the 
Alliance by former Chilean President Eduardo Frei that appear& in Faigr  
Affaain in 1967 .' The implication of both these titles is that while the Alliance for 
Progress began d a a ~ & ~ - m a ~ b e  wen nobly by some accounts-it romehow 
went astray, was perverted, and lost its d i r e d 0 ~ .  

The ~sponsibihty for the -4Uiance "losing its wayn is variously assigned. Some 
piace heavy emphasis on the transition from Presidents Kennedy to Johnson to 
Nixon and thus on rhe dying intererr in, or commiment to, the Alliance. Others 
assign blame to rhe Latin American oligarchies, or die Lath American d w i e s ,  
or borh together- Some place respnsibaify for fsilure on the internal mechanisms 
of the Alliance, on the lack of coordka~on between the various institutions, in 
both the U.S. and Latin America, charged with carrying our Aliiance goals. Some 
blame rhe tatin American governments and others the US. government, especial- 
ly the Department of State or at leas some individuals in it. But in d these 
interpmeions, the original goals and presumptions ofthe f iance are assumed to 
be correct. 
My own interpretation takes another direction. I believe the Mlimce was well- 

J h e  firfiz & wsined withe research for &is chapre Dr. Xeda Sbeira Wiarda commented on an d i e r  
draft. 



intentiorad bm thzt its assumptions, fmm the beginning, were erroneous. It is not 
just drat subsequent implementation was faulry, in my view. Rather, I argue that 
the fundmend presupposiiio~w of the AUiance were wrong and mks~nceived 
right from the start. h%reover, I fear that rhos rntden assumptions of a quarter 
century ago are sdll with us, in the Kisshger Commission recommendations, the 
Caai.bkan Basin Initiative, and the Democracy Agenda. This chapter proceeds to 
examine the origin4 assumptions of the AUiance, the degree to wtich we are d 
prisoners of those early assumptions, and whether anything can be done to 
change them or if we shouid just accept them as fundamenral assumptions of 
American policy da&qed a, remain with us forever. 

THE ALLIMCE: CONTE~LT AND ORIGMS 

The Alliance for Progress was ten-year, multi-billion dollar assisace p r o p  
launched in 196 I and designed, at least oatemib1yY to aid the social, economic, 
cultural, and political development of Ladn America Though its institutional 
machinery was put in place by the Kennedy Adminisemtiion, its mts lay in rhc 
pmdirig Eisenhower Adminj,tration, pdcuZady in the report on Lath America 
prepared by M,ilton Eisenhower for his and in the thinking about 
Latin America rhar m1ved during the last &me years ofdre Eisenhower Adminis- 
tndon. That reassessment suggested that the U.S. halt its c o d h g  of dictators, 
stop taking Latin America for granted, and begin aiding its democntic forces-a 
major turnaround. Just as the %ood Neighbor" policy of Franklin D. Roomelt 
had ia origins in the preceding Hoover Adminkation, so the Miance for 
Progress built upon, and greatly expanded, a policy reorientation that had mud- 
ly preceded the inauguration ofJohn I?. Kennedy. 

A powerful and d i e r  impetus ro the AUimce had also come fmm Latin 
America. AS early as 1 955 President JUSC&O Kubiudrek of B e d  had begun to 
call for a vast program of assismace EO and self-help for La& America, which he 
called 'Upemdon Pm-Ame~ca" and which incoprated moa of the main ingrc 
dients of the Alliance. H e  was later joined by President Albeno Lleras Camargo 
of Colombia in pushing for such a program. Other Latin American presideno 
advocatt-ed similar measures. The founding in 1959 of the Inter-American Dcvel- 
opment Bank, a regional, rndtdarte~d, but largely US.-funded assktaace bank, 
was an integral part of &is same campaign.' hd&, one of the unique a r ~ m  of 
the Miance as an assistance program was the degree to which it initidly grew out 
of, and partially incorporated, ideas emanating from Latin America One is 
tempted to suggest at &is early pin t  in die discussion that had the AUiancc 
conrinued seriously to d e c t  Latin American input, it would Uety not have gone 
in d the wmng dlrecdons that iz did. 

The election of John E Kennedy ir. 1960 war a key turning point. It war 
Kennedy that actually proposed, spoke passionately fix, shepherded through the 
Congress, and implernened thc Ailiance for ~r&ess. President Kennedy had 
bee3 prodded into taking this bold new initiative by the reports he had rece i~~d  



on Latin America $ such fortip policy zdvisen as Adoiph A. Berle and General 
William Draper. Such White House inte11eauals and policy advisers as John 
heier ,  John Kenneth Galbmith, Lincoln Gordoia, DehRsseps Morrison, Walt W. 
h o w ,  and Arthur E Sdrlesinger, JJ r., similarly played a strong role in the design 
md formidation of the M h ~ e . ~  

Th-e question of the origins of rhe Alliance-and whether it wzs a US.- or a 
Eatin American-designed program- is an imporrant bur very comp1icated one. 

laxin Americans who were aaive in the fomdahn of the Nliance in 
ose early days claim that it was their creation, that at leas eight ofthe 

in the o+d Punta del Este agreement that served as the charier 
came from Lath America. On the other hand, the N h c e  program of 
growth, social modernization, and political democmtboion and 
verged with U.S. strategic goals. Mureover, in inox days economic 
modernimion, and political democmkation and stability were widely assumed ' 
in development liceramre and in U.S. foreign assistance p m p h a n d k  ' 
h a d .  That is, it was assumed that socioes0nomic mode  odd to 
and produce democracy of economic growth, and stability. On this agenda, for 
the most pm, the Lath American counsellors and the U.S. advisers saw eye-to- 
eye-even though their emphases were somewhat different. The Latin Frmericar,~ 
wanted economic growth largely for its own sake, while the U.S. saw economic 
development both as a good in its own right and as a path to srability. 

But the problem is more complicated than this. The Latin Americans who 
helped set up the Alliance were a particular kind and generaion of Ladn Ameri- 
c m .  had asended U.S. universities, they had read Lipset and &stow, their 
writings were f i d  of cieations ofthe newen developmenrdist literature. The W.S. 
paniciga~lts were also a special group, followers of G~mnar Myrdal, befievers (Wre 
their &atin American counterpaw) in staee1ed and -directed devdopment, often 
determinists who assumed rhat ~conornic development would inevita'o1y lead tog 
politicat development. In this sense both pmies claiming to ham conceived the! 
Alliance were correct: The Latin Americans formulated many of the early ideas, 
but they were Ladn Americans who thought like Norrh b e r i m .  Moreowr, 
heir ideas were both compadble with what the U.S. ofticids b e l i d  almost as an 
ideology of development, and they could readily be subsumed under a broader 
U.S. srratqpc concept. Further, while these special Lath Americans had a m n g  
hand in rhe early design of the Alliance* b impiemenation o w  the years-and 
increasingly its agenda of p m p s  as well - became iracreaskgjy a U.S. acgivity. 

The A l l i c e  for P m p  was formafly inaugurated on August 1 7, 196 1, when 
the socalled Chmer of Pun= del h e  was signed by all the member sts oftbe 
Organizztion of American States (OAS), with the exception of Cuba. The AUi- 
ance was a comprehensive o r o p  of social, economic, and political aainance 
sponsored in large part by the United States and designed to improw the life and 
welfare of the people of the Lasin American republics. The Alliance aimed to 
stimulate economic p w t h  in Latin America at the rate of at teast 2.5 percent per 
year, and to prwide for a van array of social and politicd programs: agrarian 

-.-7% --+. 



reform, tax reform, i m p r o d  water supplies, electrification, literacy p r o ~ s ,  
housing, health care, deveZopmen~ banks, plans and pl&g agencies, techid 

,;.- usistance, educariood refom, Iegal reform, family planning, military refom, 
' labr dorm, democratization, a host of ather activitie~.~ It was a vast and 

ambitious program which, with hindsi&t, we know was roo van and too ambi- 
tious. h aim was to promote change, under U.S. auspices, and presumably in the 
right direction. The program was launched with p a t  fanfare; the rhetoric indicat- 
ed &ax rhe United States would assist and itself help initiate, presumably with the 
recipient countries' coopemtion, a democratic social and politid mlmion in 
Latin h e r i a .  

The Alliance was g-reeted with p a t  enthusiasm in both pans of the M a s .  
But contradicdons were immediately apparent. Latin Americans srw it chiefly as a 
means to gain access to U.S. foreign aid and largesse and to improve their 
economies (and o h ,  not coincidendy, themselves pemndy). The Latin 
American democratic I&, whom the U.S. was then ~h&~ioni.n~,  saw it as an 
oppormnity m achieve power; orher Latin Americans wanted only the money, 
not the democracy. Within rhe U.S., many saw the ce as a noble and hmic 
initiative, a p r o p  designed m adriew democracy and so& jusdce, as opposed 
to the heaid to dictators the U.S. had provided in the pan. For many of these 
p e w ,  both in and out of the AUiancc was the hi& gokt of their 
carem-a brief but gjokous moment when the U.S. finally seemed to live up u, 
its ideals. But others in the U.S. were more cynical (and, in part, rhis was how rhe 
Alliance was sold to the Congress), viewing the Miance as basidly a strategic 
design that used h&ounding rhemric a, achieve a new Cdd War &by 

., policy. For a h e  these conmdict~ry pwpedves coexked wihin the 
programs but ewnxbpdy the strategic purpose that had atways been there ac,bi& 
p~dornhance, much to the chagrin and disiHuslonment of the A&mceqs "me 
bdiewrs." 

It is importa~t to son out wha was new and what remained the same in United 
Statg policy toward Latin America under the Alliance. Quite a number of the 
program begun under the ce war dearly new. The sheer size and ambition 
of the effon was surely new. So was the enthusiasm, a lean initially. Within the 
State Depamnent bureaucracy, President Ke~medy had brought in some new faces 
and §hiked ochers mmd; these pemnnel changes signaled a considen& shifr of 
emphasis under the new program.' There were &o m m m d  changes within the 
administrative machinery, most nogbly rhe considembe i n f m a u r e  crated for 
the M m c e  itxlf and the greater coordination now expected between rhe Depart- 
m a t  of State's Bureau of Inter-American Affairs and &e Agency for lntemaiond 
Dmlopmmt (AID). Fkdy, it is isimponant to emphasize that the Alliance for 
Progas was a White House kiriaeive and enjoyed the full backing of President 
Kennedy, which gave it zdded pizzazz aid authority- As Arh-w E Schlesinger 
wrote in 1970, it would have beea impossibIe, because of bureaucradc inertia., to 
expect such a large and ambitious program tu emmate from the ~ga3ar foreign 
policy  department^.^ 
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lest one be cmied away with enthusiasm for the democmfic ~fomisrn incur- 
pornxed in the Alliance, however, one must conrinue ro bear in mind its h d a -  
meratd strategic se. That purpose was the prevention of any additional 
Casmfike comm regimes ia the hemisphere inimical to U.S. interests. At its ; 
mot, once one nips away the high-flown rhetoric and the humanitarian aid 
programs (which, as we have sen ,  also acquired in same quarters a Lfe of their 
own), the Aknce for Progress was an anti-communist and cold war m t 8 g y  
designed to serve U.S. strategic interns. What was new and ingenious a h  the 
AUiance was that humani~atjn and socid and pditid domist pals  c o d  be 
served ~imuftsun~us1y, zpparendy, with &e advancement of U.S. security inter- 
esa. An economidy $hoping, more s o o ~ y  just, and politidy democra~c 
and stable Latin America was now seen as the ben protectio~tp for U.S. srrategic 
interests in the region. 

This was a considerable shift, at leas in tactics, h n  the early Ekdower 
A d d k a t i o n .  Under Eisdower the orientation had been that to prop up e*en 
righo-wing dimtcbn was the way of prererving stabiky, protecting U.S. 
interens, and keeping out commc~m. But the mIurion in Cuba c h a g g  all 
&at. The Cuban expmace demonstrated thar rather than thwazirrg commu- 
nism, dimtorships such as Baxka's r&t instead make ripe the conditions under 
which communism can thrive. Barisst's regime, &er all, hHd jua been replaced by 
the Leninist reghe of Fidd Castlo, a fact thar weighed heavily on 
strategic thinkers and policymakers and forced them a, masses past policies. 
Hencdod, under the Alliance rhe U.S. would be opposed to dictators of both 
rhe left and nght and would work to advance dewlop- and demo~tization as 
the best means ro achieve our primary goal of preventing communism. But the 
god of pursuing a su I anticornunin strategy in Latin America and of 
providing for its handmaidens - stability, moderation, and middleof-&mad- 
ness-remained the same. Ody the means, OF tad changed. lo 

One central pint  must be acBuaw1edged: Tbe ce for Progress was a 
direct response to and outgrow& ofthe Cuban revolution. Thir was nor just some 
starry-eyed, dmistic, hummi , as it was sorna*gs 

d at the cxtosrn l e d  rters actually b e h d .  
er a was that plus, and more fundmentalsly, a awhe lot more: a program 

designed to serve basic U.S. strategic purposes in Ladn America. Or perhaps it 
could be said (and this helps account for its immense aamdveness) that the 
M k c e  wodd enable h e  kin id  States to sewe bo& humanitarian and seM- 
intew goats at the same time. That combination of appehg  to U.S. moral 
concerns and saving hadamend strategic interests is of uruw ~ i d y  Ameri- 
can; it is a h  what enabIes p s like the Mimce to be "soldn to &verse 
constituencies and passed in But it dm implies the possibity for future 
m&a when these diverse gods laxer prow contradictory, as was the case with 
the Misnce. The confict between long-term d-Iopmenk gods and I T  . 
term U.S. smtegic interm was in fact one of the key reawns &at the i 
ulhate1y proved un~uccesfi. " 



Having hinted ar some of the key contmdinions &at would plague the Alliance 
from the beginning, it m w  also be said that the Alliance was nut designed by 
naive or incompetent persons. Having just reread d the early literature on &- 

ce. I mn anest &at the Alliance architem were experienced experts in t h e ~  
respective fields. It is necessary to say this becaux the history ofthe Alliance was 
mvred by so many failures and mistakes that m e  could d y  conclude that the 
pmsons who conceived it mun dso have been incompetent. In fact, tbe Allhce's 
aKhireca were among dK most able people in the U.S. government. Where they 
f$led was nor in their experience, competence, or technical expertise in their 
respective Mds, bur in their sometimes woeful ignorance of or naivere tmd 
Latin America. The designers of the Alliance knew history (or at least U.S. and 
European history), knew economics, h e w  about planning and mxes, the theomi- 
cal literamre on development, agrarian reform and family planning from the 
Japanese and Taiwanese experiences. They knew their technical fields wd.  What 

: 
they lacked was in-depth and s p e d z d  undemdhg of how ali these program 

' that sounded wonderful on paper and in the gened theor&cd &taa~K? wodd 
; actually be received or would play in Eatin Amerifa.12 Therein, I believe, lay the 

fundamental flaw in the Alliance It is also the gap between g e n d  theory and 
Ladn American ~ & t y  &at Lies ar the hem of the d y s i s  in this paper. 

THE ASSWMWIONS OF THE ALLIANCE: 
TEN FNAL FLAWS IN S 

The fad  flaws in the Alliance, we srgue here, were not in its implementation- 
dt%lcugh imgIemenation often a great deal to be desired. fr was therefore nut 
so much a problem of the Alliance "losing its wq Rather, the fatal flaws were 
concepiual. That is, the problems of the AUiaoce semmed principally from the 
erroneous assumpdons upon which the program was b d .  To the person inex- 
perienced in, or unacquainted with, Latin America, and who &us relied on 
Wesvm European or United States experience for models and ampXes, the 
A.&mcce assumptions b k e d  quite coherent and rationd. To the experienced 
Eatin America specialists, however, rhe assurnprior; of the program " p v d  
naive and wrong-headed. The AUiance in fact revealed a profound lack of howl- 
edge and mdemonding of Latin America. One suspects that the reason for this is 
that the policy was designed by persons who had only very general knowledge 
abut  the ~ g i 0 n . I ~  In fact, the program was designed by economka and foreign 
policy generalists, mosr of whom were Iocafed iaa h e  House; very few of 
what we might call Uexperienced Latin America eeirher gowmend or 
academic, were involved in rhe initial planning and program dedgn. 

Hence the A&mce was based not so much on actual La& hericairi realities 
(personalism and lack of institutiondktion in pol&, the continuing importance 
of family and patronage ties, clique and clan ridaies that defmd neat ideological 
categories) but on abstract, theoretical, devdopmendk schemes derived from 
other areas and superimposed dl-fittingly on the Latin American rqjon. The 
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I 
mod4 used was based on rhe developmental experiences of Wntem Europe 
(actually, Northwest Eumpe) and the United States, with some reference toJapan, 
Tiwan, or the countries of the British Commonwdth. It assumed that Latin 
America would follow the same dewlopmend course as had these a r k  mod- / ernizers- AltematiwIy, &the formula derived fmm the general development litera- 
nue hen rising in currency, most of which was tied m the experiences ofthe %ew 
nationsn or the "norrWeaem masn-more models aod concepts drat had bale to 
do with b i n  American realities. None of these maids, and few of h e  corre- 
sponding assumptions of rhe Alliance, were based on a a a I  karin American-[ 

1 
realties, social structure, politid dynamics, or culturally conditioned ways of 
doing things." That is (or was) the fundamental problem with the Alliance: L had 
litde to do with day-today reaaies of Ladn America As the &ce was 
implemented, these flaws in the assumptions on which the program was based 
became more and more apparent. Ir is not, therefom, so much rhar the program 
went off track during the course of the 1960s (drhoupb that happened too). 
Rather, iit was never on uack to begin with, a fact that became endrely obvious 
only as the program went forward. 
LR us review some of the major flawed assumptions on which thc Afliance was 

grounded. I list ten such fatal flaws, but that, we shall m, wiu not exhaust the lisr, 
and some of these £lawed assumptions need to be further subdivided into numer- 
ous flawed sub-assumptions. Each of these assumptions q u i r e s  discussion in 
more detail than is possible here; my intention is to be both pmvocative and brief, 
raising the main issues but not presuming by any means to ha= exhausted the 
subjecz. 

In the late 1950s and early 1960s, decting the fear &ZE the Cuba rmlurbn 
would be repeated &roughour the length and bread* of the hemisphere, thc 
Latin America issue was always posed in stark, immediate, and aisis terms. It was 
"me-minute-to-midnight in Latin America,* as the title of one widely read study 
of the timc put it,I6 a d  the dock was about m toll. 

Posing the issue in such a dramatic way and uring scare t d c s  is of course useful 
for gai- rfie bureaucracy, gaining public anention and support for the new 
program, and prying loose more funds from an otherwise reluctant C o n p .  But 
it had linle m do with Eat'm American realities. Throughout the hemisphere in 
tiose yean the local communist parties were weak and disorganled, there were 
no guenilla movements in other countries that constituted much of a &ma, and 
the possibility that all of Latin America would soon explode in a Cuba-like 
revolution was prepserous when examined more than ~ p e f i c d y . ~  The organ- 
izational base and gpomBwork for launching such rew1utions were simply not 
there. Even the Cuban rmlution, if looked at closely, could be seen as a fluke, 
the product of such unusual j r c u m m c e s  on thar island that they were unlikely 
to be repeated elsewhere. And of course Latin Americans sre not themselves 



above- and in fact are quite good ar- exaggerating their problems so as to secure 
greater arterntion and hnds from the United States. Old-time Latin America hands 
know that in this sense Lath America is perpetudy in "crisis: and therefore that 
we should not become unduly alarmed. That is a normal Latin American 
conbition. 

It is probably armnre ro say that in 1961-62, at the time the AUianee was 
k d d ,  not a single cowtry in Iatin America had even a slight possibdicy of 
going rhe way of Cmro's Cuba E m  the Dominican Republic, to which the 
Adminisration in Washingmn at that time devoted so much attention because 
conditions supelifrcdy resembled those in prcCasvo Cuba (a poor nation, wide 
sodd gaps, one-crop economy, bloody dictator), was in fact quite different h m  
Cuba and had no possibilities w h a m r  at that time of "going communist? It 
had no strong Communist Party as Cuba did, no communkt-dorniaated d e  
unions or peasant leagues, no g u e d a  movement, no charismatic leader on the 
Left, no wcia infrastmcruve on which a serious Manrist-Ledt challenge coutd 
be based.13 In fan, the bell was not about to toll anywhere in Latin America-or if 
it was, it was udikdy that it would lead to a Mht-Leninist regime. The 
M h c e  was in this sense d y  oversld, a product of bloated rhetoric and wl 
overkill. And, of course, as this became inmasingly apparent during rhe coune of 
the 1960s, the program lost its appeal. The ce was +ally ignod by 
everyone from the President on down, became just another economic giwaway 

, program, md was fmdy (though uno6cidy) abrogated in favor of a policy of 
' "benign neglect: which did eventually contribute to the conditions in Latin 

krrnerica in which revolution would flourish a decade lazer. 
Why was the uone-minute-tu-mid~tn rhesis so widely accepted in the United 

Statg, even by persons whose education and experience should have led them to 
know bmer? One cannot know finally but one suspects that, in addition to the 
perceived immediacy afthe Cuban threat, it also had much to do witln the historic: 
chpaixgement of btin American institutions and ways of dohg things that is so 
snong in the United Sares: the myth of Latin Amerids incapacity to solve any of 
its own problems by itself. h d y ,  Latin America has a considerable history of 
coping with its problems in b own ways, sii- through from crisis to crisis, and 
fkshioning ad hoc, often crazy-quilt solutions to seemingly intractable mcdtis. 
But if these processes and instiwtiomd arrangements, which are in fact h e y  
udweloped: are nor recognized as such, or are disp y &missed, &en is 
easy u, see why rhe uone-minute-temidni&tn thesis would have some credib%ty, 
We will r a m  to &is issue later. 

humption 2: The "Economic Development 
Produces PoGticaB Developnaenr" Thesis 

The AUiance for Progress became, fndy, a United States m e @ c  design that 
was largely based on economic determinist assumptions. It was designed and 
largely run by economists and economic historians. Initially, and s p d d y  
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thereafter, some limited attention was paid to political development,lg which was 
&nose u n i v e d y  (though much mo simply and perhaps mistakenly) defined as 
meaning demacnthtion dong U.S. lines. But over time the politi~d de*$op 
mem eRo=-by their nanve much more complex and &%cult to cany out- 
were shunt& side in favor of an agenda dewred almost crdusively to emnomic 
d d p m e n r .  

Put in bold and ody slighdy oversimplified terns, rhe economic determinist 
argument dominant in the development literature of the h e  (and sall present, as 
we shall see, in many U.S. programs today) is as follows: If only we cm pour in 
enough capital, prime the p u q s .  and start the engines for take-&, meanwhile 
providing our advice and tehnicd askance, then not only will the Latin Arne& 
can economies deveiop but, ewn more Lnportandy, certain social, politid, and 
strategic concornitano will h@ri~bly and universally follow a well.20 A business 
elite will grow up dongside the old landed ehe and presumably with a sense of 
social responsibility rhar the j a m  may lack; dre middle class will grow and 
become a bastion of stab'rliey, mmoderaticn, and democracy; the lower classes will 
aim become more affluent and herdore less attracted ro the appeds of cornmu- 
nism; vade unions will be oriented toward US.-style collective barghhg and 
will eschew more radical and divisive political action, and so on. Economic 
development would thus have ramifcations in various social g~as as well, produc 
ing a more literate and therefore a more participatory democratically oriented 
citizenry, expanding mass media and therefore producing freer and more pluralis- 
tic societies, enabling governments to expand social services and reduce rhe appeal 
ofmrnrnr~nisam.~~ It is important m emphasize that these were not just thmretid 
formulations emanating from academics but, through Walter Rostow's position 
md influence in &e Stare Depuunent, these ideas pertraded the U.S. foreign 
~ ~ c e  p m g m  as weU. 

The trouble with all these theories, which in fact sound quite plausible and wm 
reasonable, is that thqr are all based on the prwious deveiopmend experiences of 
Nodwen Europe and the United Stata and have very lit& ~ I I ~ c e  to Latin 
America The new business ekes in Ladn America have, for the most pan, 
precious htde s o d  mponsibdity; the middle dss, as we s b d  see in more detail 
below, has not become a bastion of stability; aad the lower dasses have not 
k o m e  less radical or eschb"wed political action. Expanded literacy and orhcr 
social mobilization pro did nor produce more banidpatory and pluralist 
regimes in the 1960s, but rat'hcr prompted a series of military takeoven drat werc 
destructive to 1 this 
In short, the social, political, and stra~tegic concomitants rhat were supposed to 

follow automaticaZy from economic development did not in fact follow. The end 
product of economic determinism was not happier, more stable, more democratic 
societies; in fact it produced quite the reverse. Two maxims tRedore follow: 
Economic devdqment is far too Lnponant m bc left to economists, and we 
ignore or inadequately deal with social, cultural, and politid determinants of 
behavior at great peril. 



h u m p ~ o n  3 :  The "Latin America Couldn't or Wouldn't 
Do $ on Im " Thek 

North American prejudices and bies about Latin America are mng and 
deeply ingrained. We tend to think of the area as unstable, backward, "fess- 
developed: incompetent, and hkoricdly ''unsuccdu1~ Our material pmgress in 
che Unired Stares has been so great and our democracy so smb1e that, assuming 
Ladn America wasla rhe same &ings and in the same ways, we label our history a 
success and theirs a failure. It follows that we would tend to assume &at we am 
solve Latin America's problems for them. 1~ also foflms that in so doing, we 
would f d  we could ignore-or not bother to learn-latin American history. 

We tend a, thhk of Latinr American leadership in much the same way: not 
very competent, unstable, quasi-infantile, children whom we must guide and 

h e ,  in h e  AUimce's case, &ere was considerable Latk American input 
ar least inidally, and through the s o d l e d  Commiteee of Nine Wise Men, Ladn 
American advice was sporadically sought, chiefly on procedural and technical 
maners. But the assumptions, oved plan, and program of the AUiancc came 
more and more to be a U.S. operadon. It was we who knew besr and who 
would presumably bring the benefits of our d v h t i o n  to L ~ M  America. Both 
Ladn American innllemsls and politicims were viewed in &is superior and 
patronizing way. 

This disparagement of Eatin America and iis leadership, and the belief that 
Latin ~ m & c a  csddn't or wouldn't do on its own had deep roots in the 
United Stara. In part it stemmed from hiszoric prejudice by Protestant, Anglo- 
Saxon cidkuion toward the kndamental assumptions of a Cmlohc, '41hornixic. 
Latin, scholastic, maybe even inquisiroiial civilhaion. In parr it came from a 
genera! sense in the United States &at Lath America and its leaders m k  low in 
terms of dents and accomplishments. In part it stemmed from longheld assmp 
tions in the socid sciences, b t h  Marxist and non-Marxist, abous Latin America. 
hhrx thought of htk America, with its kck of h d u n h h t i ~ n  or wen-formed 
classes, as rather like "Asiatic soctaies: a label Mini used nor just as a neuual 
scientific rem but with scorn and derision. Hegef said that Latin America had 'no 
h~o]ry,* a judgment that in the Hegeliarn meraphysic consigned the area a, the 
most primitive of categories. Social Duwinism condemned fatin America, with 
its rac;ial3ty-rnixed popufatiom, to an inferior place on the evoIuoionary ladder; in 
the posirivist hierarchy Laxin America, because of its presmed lack of accom- 
plishments and pmF&~, dso ranked low among the ~ondnents. More recently 
one thinks of Henry Kissing& famow quip rhat the axis of the world flows 
thmugh MOSCOW, BertiniBom, Park, London, Washington, and Tokyo-thus 
wcltrdhg Latin America entirely! 

Buifdkg upon these earlier traditions and prejudices was the development 
literature thar loomed so large in the early t 960s and from which many policy- 
makers took their categories, if not heir CWS.~+ In this influential body of writings 
Latin America and its inscitudons were consigned to the realm of dK u~lUidond: 
which either had to be destroyed or alrered  funda amen rally" if the region was ever 



to modernize. Seldom in this literature or in the policy hiriarives emmaring from 
ir were the notions advanced &at traditional institutions such as those af Eatin 
America might in fact be quixe flAadble and accommodarive, that they could bend 
to change radrer than be overwhelmed by it, that hey were rhemsdw -able of . 
a great dcal of modernization, and that sweepimg them away or shuming them . 
aside might well leave Eatin America with the worn possible legacy: with neither 
umodern" instinGiom (that we presumably would implant) sufficiently well-roored 
and institutionalized, nor with tradition2 institutions (even with their &owl- 
edged problems) capable of provid'mg coherence and holding political society 
mgedrer during the trauma of urnsition. I have written on these themes in more 
detail Here let me simply say  that if there is one primary cause ofthe 

- .^$ . 
A&mceys failures, it is these wrong assumptions of the literacure on development t 'i 

r 
dw so mongly undergirded our policy initiatives, then and maybe now. By 
ignoring the realities of Latin American history and experience, we not only made 
manifest our ignorance of uhe region, but we aiso condemned wurrhwMe initia- 
rives like h he Alliance co failure. 

Assungtion 4: The "Salvation Thmugh h e  Mdde CIass" Thesis 

Not all  of the Alliance's assumpdons were explicit in the actual language of the 
program. Nor were AID and other technicians and managers of tRe Alliance 
always f d y  aware ofthe theomical l i t e w e  upon which the program was based. 
Nevenhefess, &at literature was enormously important in shaping the aaump 
tions of the Alliance and the kinds of programs ir supported. Such was surely the 
case with the thesis of "sdwtion through the mid& dassan 

The assumption, once again based on the Norrhwest European and Noah 
American experiences, was that a large and prosperous middle dass was closely 
correlated wixh a sable, democratic, middie-of-heroad policy - precisely what 
the United States wanted to promote in Latin h i ~ a . ~ ~  The main arguments for 
this assumpdon were based on economic history as well as the emerging field of 
political ~ociology. There was ewn some writing, fatally flawed by errors of logic, 
reasoning, and history from a prominent Latin Americanin &at supported this 
t k e ~ i s . ~ ~  The argument was thar if ~ n l y  we codd create in Eatin America more 
middle-class societies, then more stable, more just, more drmocratc, and more 
mti-communist attitudes would surely prevail. To that end we created programs in 
borh rural and urban areas that would lead to a larger middle dass: agrarian 
reform in the countryside that would presumably produce a dass of medium-size 
family farmers who would then be able m resist the appeals of communiun u, rhe 
upesan~n (presumably what happened in Cuba; actually Cubals was by no means 
a peasant revolution); and a variety of economic dewlopment and social senice 
programs in &e cities designed to swell the middle c1m &re. Here the model 
was Wwem Europe or the Pdew Deal in the United Sates. 

It should be undemood that the problem was not agrarian reform pcr se or any 
of these other programs. Rather, the problem was the assumption &at by - 

I ing such programs we could create a moderate, middle-of-t~eroad, happy, bout- i 



geois society that looked jusr like ours. For while the middle das has in fact 
gown in size in Latin America, it has taken on few of the presumed middle-class 
virtues that the literame based on Western E m p e  or the Unized States would 
lead us m expea. Rather, the &aeramre from La& America suggests that rhe 
middle dass rends to ape up+= ways and attitudes, lives way beyond its 

~'i means, holds aristocratic anitudes even more strongly that the rcal d o c r a t ,  is 
rian and perhaps anddmocmeic, disparages rnan~~d M- - disdains the 

peasant and working classes eve3 more &an the elites, holds very conservative 
attitudes, and is not above staging coups and suppning military regimes that 
freeze sodety in place and are repressive of progressive sodd forces.28 That is not a 
set of atdtuda designed to ktitution&e a gable, moderate, p l u d t ,  democrar- 
k. mid&e-of-themad policy. 

It may be that in the present circummces--wen rhe Ladn American d i m -  
ria have themselves been thoroughly discredited and when demwacy is on the 
rebound-the middle das may, at least for rhe time being, be supportive of 
democratic d e .  If for m other reason, this may QCW because reprrsenmtive 
government is temporarily viewed as protecting their intern and providing 
stability bener than military rule. But such expediency is not a very sturdy rock 
upon which m build one's hopes for rhe hture. Cenaidy in the wave of coups 

repression that swept Hatin America in the 1960s it was-contrary to all the 
Mbee's hopes and aaumprions-the middle d m  that urged and in some cases 
brought the military into power and supported the were economic and pobsid 
measures thar rhe armed iorses imposed on the tower classes. 

Assumption 5: The 4 -as-Critical" Thesis 

One of the key aspens of the Alliance- e pm of its ten-point pro- - was its 
&art a, achieve economic integration h Latin America To &is end &e Ladn 
American Fhee Trade Associatian (LAFEA) was organized; the Cemd American 
countries famed the C e n d  American Free Tide Associadon; Venezuela, Co- 
lombia, Ecuador, and Pea (Chile's position was usually uncertain) organued the 
Andean Pact; and the smd islands of the Csaribbem tam joined in the Caribbean 
Community (CANCOM). The &mry and logic behind such or-tions 
seemed sound enough: Larger markets for more products would thereby be 
created, industdimzicin could hence be expanded; the lowering of tariffs and 
increased nrde would have a rnu1tiplier e8e.a on the participating economies; 
duence would spread, thereby diminishing the F&dista threat; and presumably, 
again uskg Wmem Europe and the h d  Pian as examples, economic integra- 
don mlght wefl lead to political integration or at Gast greater unity, which would 
help pmduce political stabiliry. On this topic a great body of romantic and rather 
wishful iirenau~ was produced in the t 960s. 

Ladn American emnornic inzegradon is mother one ofthose grandiose schemes 
produced by absrnct plannm, e c o n o m ~ ,  and technicians who often knew linle 
of, or preferred to ignore, the realities and politics of the sea. Actudly, h e  
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integration movement has produced some rather notable results, if one focuses 
only on the ecox).ornic statistics; but h more fundamend political goals were 
never realized. It would be acdt to argue, for aamplte, that Latin America is 
any more wified ww, as an anSoviet or any other kind of bloc, than it was in 
rhe early 1960s. One would be equally hard-pressed, looking at all the coups, 
military rakeovers, and full-scale rwo~uuons that haw o c m d  in the lasr 25 
y m ,  to argue hat  the area Is now, or in the foreseeable future will be, more 
sable. The political rivalries, petty jealousies, and narionalistic ha& between 
the Latin American states are just as intense as m r .  Now here is a peat deal of 
evidence that they ha= become even mare bitter, that LMin America may be- 
come the next area of international c o d a  and irred~ntism.~P 

Hence the movement towa~d integration foundered, by ignoring the political 
realities and simply hoping they could be supesseded. Gsza Rica never could get 

md d cannot; El Sdvadsr and Honduras went to war; 
ere; Qlile and Argentina are rivals and som*a arcmKs 

as are Chile, Bolivia, and Peru. Peru and Emador have long-standing border 
problems and a history of conflict in the Am- basin; Venezuela was distrusdul 
of Colombia and codd not compete with Colombia's labor cma. The krgm 
kla~d in the Caribbean: Cuba, w a  excluded fmm CAWHCOM countries on 
politid grounds; nor did the En@h-s~&g Caribbem want to join forces with 
the Spanish-speaking Caribbean. And so it went. 

The integration movement is one sad il.!ustration among many that could be 
cited under the Alliance's auspices, of what happens when economists and ter:Hni- 
c h s  design programs that ignore pofitic~ wiables or assume that h e  aur be 
overcome by brave acts of politid will. Political scientists tend not u, tak much 
about p o l i d  will and many even doubt if there is such a thing; rapher, &they r$k 
about the bdance of polidcal interest gourn, the role of power and influence, and 
the imporeance of national interest in skaPingP if not deurmhing, international 
outcomes. All this is nor u, praise political scientists and disparage economists, but 
it is m say drat those who designed the AUiance, while thqr had political and 
strategic goals in mind as the ultimate purpose of the AUiance, nonethe1m 
ignored fundamental politid realities in wrying out the program. They focused 
almost exclusively on rhe economic grr& while ignoring the politic91 factors or 
assuming that ~ 4 e  economic accomphhmems would render the political rivalries 

t ielaaot. But that did not happen; that is dso why the high-priority political and 
t antegic pals of economic integration were never redked and why the saed 
i 
i regionid integration dons, though not completely dead, condnue &clay to limp 

dong with only modes accornplishm~ns to show for $1 the effons.3Q 

h m p t i o n  6: The "Dcmmrafy versus Dietstonhip" Dichotomy 

In the eariy 1960s the United Sates s a w  but three possibilities in Latin Am&- 
a. The fm was a Cam-like regime, "anorher Cuba in the Caribbean: which 
had to be avoided at all costs. The second ws at dictatorial[ or authoritarian 



regime. The third was a democratic regime, which was our fim preference. But as 
John E Kennedy reminded us, as quoted by Anhur E Sehkshger, Jr., the United 
States could not mounce authoritarian regimes in favor of democracy d e s s  it 
could f i t  be assured that it could avoid a Castro-like regime.31 In effect hat gave 
the United States only nvo choices in Latin America: dictatorship or democracy- 

I wish to submit here &at this choice, as d u l l y  and articulately put fonh in 
numerous books on Lath America at the time, was and is a f&e choice, a 
misleading choice, even a choice that may ww& harm on Latin America and on 
our policy interests there. In fact there arp many doices that lie beween dictator- 
ship and democracy: for emample, a combined d d - d q  junta, pdemanly 
unde~stood alternations between civil and military rule, civilian d e  where the 
military is rhe power behind the throne, m&mry rule where civilians sene in 
many cabinet and other posts, paallel and coexistent power suurmrec as in 
p=et-day Honduns, Guatemala, and P m m  where civilian and d i t a ry  dc 
men= live uneasily together side by side, and where their precise relations with 
each orher are a matter of ahnos everyday renegoriation. Not only is this image 
of numerous *half-way houses" beween dimtorship and democracy a more re&- 
tic portrayal of ]Latin American politics &an the dichommous eitheMr scheme, 
bur it is the ongoing genius of Ladn American politia to continue fashioning such 
i n -bman  solutions so as to avoid an often unrealistic choice between the one or 
&e ~ & e r . ~ ~  

I am of the view &at by posing tbe issue in such dichotomous terns, U.S. 
policy did a disservice u, the creative genius of Latin American politics and 
politicians. By making the isrue appear to be either dictatorship or democncy, we 
forced La& American politics into a straitjacket and denied its creative capacity 
fcr d hoc and cumbimd solutions. The point is conmversid but it needs a, be 
made: By pressing so hard for democracy in rhe early 1960s, a democracy that I 
am not sure Latin America really wanred at the time, panidarly in the pure U.S. 

? form in which it came, and which many Ladn American countries then lacked the 
; instit~tiund capacity to support, we and the AEIkce undoubtedly paved the way 

for die wave of repressive military coups that foflowed in the mid- to late 1960s. 
Had we nor pressed so hard and so precipitously, had we allwed more room for 
mixed or half-way solutions, or-heaven forbid- had we allowed dre Latin Ameri- 
cans with our assistance to work out heis own murky sofutions u, their own 
muddy problems, I do nor think we would have seen dre same kind of bloody, 
repressive regimes thar emerged in the late 1960s and 1970s. Not only did the 
Miznce thus misread Latin America and its multiple devdopmenral possibitides 
but it also, indirecriy, by its misinterprmtions of the m a ,  sometimes brought 
downright harm, both to Latin America and to United States interests. 

Assumption 7: The "Reform or Revs~lutio~" Thesis 

Not only was the choice of regime for Iadn America- dictatorship or demorra- 
cy-posed in dichotomous terms, but so was the ultimate goal or purpose of 



government and of public policy: either reform or revolution. That is she language 
and message- that so many books, articles, and speeches of public officials used in 
describing the options opm for Iatin h e r i c a :  Eirher refonn from w i t h  in quite 
m d i d  ways, or else face the almost certain prospect of being mnhrown by 
revo1uaion, as in Cuba. 33  

The problems with this approach and the assumptions undergirding it were 
similar to those posed by the ''one-minute-to-midnightn and "dimto~~hipve~~us- 
democracyn approaches. Two comments especially need to be made. Firsr, it was 
exceedingfy anopt,  and downright unrealistic, for the United States to prescribe 
such a d d e d  agenda of reform prop& as we did for La& America under the 
Alliance for Progress. The agenda included vast agrarian refom proposals, sweep 
ing educariond reform, an o~huling of the tax smrmre, new norm-s of bureav 
cratic and political behavior, v a t  changes affecting the family, legal reform, social 
poiicy refom, military reform, ,labor reform, economic reform, and so on. In 
cormtries like the Dorrirnican Republic, for hsmce, we all but ran the major 
institutions in the country; in Brazil we had in the late 1960s mer 2,000 US. 
personnel invuIved in one program or another. In shun, in preferring and pursu- 
ing rhe "ewIutionaryn path over the mLutionary one, we were advocating a 
~0ltlplete ~ ~ s ~ N C Z U M ~  of of ]Lath b ~ f i c a ' ~  basic hSt.kUtio~s, and We put b 
~ d ~ f  amounrs of money and personnel to help bring &at about. To put an unkind 
cuu on it, Eatin America was to be used as a laboratory for a vast range of social 
programs and experiments, quite a number of which we would not haw been 
willing ro carry out in the Unired States and would certainly nor have p d  
muter in the U.S. G o n p .  The agenda was far ax, broad and ~ - e n c o m p ~ g  1 
to be accepted in Latin America-and c e d y  not all at o m .  In addidon, Latin ; 

\ America ofken resented the paternalism inmid and the imptied conduion that 
all its institutions were misguided, unworkable, and therefore requid a thorough 
restrumring. 

Quite apart from these important considerations, the either-or approach was 
also wrong and unhdpful. Latin America had nor only a *Jariefy of regime types 
from which to choose but also a great wiq of possible policy responses. 
Moreover, the Latin American polities, quite frankly-and rhe fact shod$ have 
been recognized by M b c e  planners-are like m s t  other pdides: They have 
problems, they cope, they seek to muddle through- Only N o d  Amer;lca~s seem 
ro believe &at problems are ever really fmdy s o k d  or that political choices 
represent either-or propositions. The rest of rhe world faces problem by coping 
and muddling &ugh, which in kct is what the U n M  States in reality also does. 
Moreowr, a g d  *w can be made that it is precisely such muddling through, 
and h e  need f ~ r  codtation and td-and-error, that is at the heart of the 
democratic process. By forcing on Latin America too much too soon, we not only 
ran rou+h:od over rhe region's own, gradual, accommodative political pro- \ 
~ e n e s , ~ ~  but we also owr10ded the system and ourselves, thereby contributing a, \ 
the wave of military coups that swept. the region from 1962 on. 1 



AsumpGort 8: The "We K ~ Q W  Bless fix Laxin Americaw Thesis 

There was a lot of amogznce and p~sumptuousness in the ce for Progress. 
The presumption was that we knew best for Latin Amaica, that we could solve 
latin Americ$s problems. In part this amitude stemmed fmm rhc m y h  of Latin 
America's own incapacity to solve h own problems; in part it derived from the 
missionary, p m s e 1 ~ g  tradition of the United States, the befief that we are a 
&city on a hill' a hew Jeru~alem,~ the last  best hope of mankind". It dm stemmed 
in pan from the certainties imparted by the new litemre on development, which 
seemed to provide universal social science legidmacy ro the reformist impulses of 
American academics and p o ~ i c p a k c ~ ~ . ~  

Surely the AUiance for Progress is a case par e x c e l h  of inappropriate U.S. 
meddling, usually with the best of intentions, into matters that we actually knew 
lit& about. It represented a modem-day expression of that larger missionary, 
Wilsonisn, peculiarly American indkaci~n ro bring tbe benefits of drmocraq 
and social pmgess ro our poor, 5enlghted b r d m  in Latin America. The United 
States (or at least most of its oftitids) was c e d y  sincere in wanring to bring 
democracy and development to Latin Americz, while also serving our strategic 
interests there; but it sought to do so without really understanding the societies 
with which the U.S. was dealing, their dvnamh or political processes. We used 
simplisic labels ro des~cribe the changes hesired cd&opment: um~d~&eiion: 
the 'nvolution of rising expeaatins*) but withour really knowing how to work 
within the La.& American system to accomplish our purposes, and frequendy 
riding C raughshod over them (in the name of superseding "tradi6onaI" society) 
when they stood in Lhe way or proved inconvenient. Only me9y did an occasional 
voice suggm that "tkey know hoW:36 &at Lath America itseltt knew its own 
problems best and was probably best qualified to resolve them. No, the dominant 
orienmtioxp was thar u t c  knew best, coupled with the fact chat the development 
litemare suggested thra the model we were pursuing wrs borh universal and 
inevidIe. Thar was a deadly combination: &e arrogance attached m the idea &at 
we knew best, together wirh rhe cenainry that whar we were doing was parr of an 
inwitable march of hLtoricd procer~es. And eventudy the cornmiment of 
change and p r o p s  iacif in Ladn America gave way to an o\sITichganphasis on 
stabafy. 

Assurnpti~n 9: The "Americlsn 1ModeI d Dwelopmem" 

Not only wa the dominant presumption that we knew bgt for Lh Amaica 
and that latin America was incapable of solving its own problems, buz further the 
rncdek oi dmlopK nt we used in Latin America wen all U.S. mdeh or derived 
f ~ m  3:s b-S. e ,yric~kce. 

,- .- i W e  models $w our of what Louis H a m  d e d  the tiberd-Mean princi- 
& 

pies d Amekm-J dunocracy. 37 The quesrion is whether these prindpks apply dm 
k Lrin America, ~s apply in the same way, and what happens when a fundamen- 
tally liberal p1ity in the Haraian sense (the United States) runs up againsr a 
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society and political culture whose dues  and experience were so much ar odds 
with our own. 

As applied to doreign policy and development issues, the libed principles upon 
which the United Smtg was founded and which undergirded our h i s m i d  
experience imply rhe following misden assumpdons &at we sought to apply in 
Latin America: 38 

1 .  Change and development are both possible and relatively easy, as they were in the U.S. 
with our vast hntiers and natural resources. But in Latin America, with iits meager 
m u m ,  change artd dmlopment haw never been easy. 

2. M good thgs (sociaf, economic, and polbid development) go together. Bur in Latin 
America they have nor always gone togher; f~quendy economic and sod$ dewlop- 
rnent has ken disruptive of pfitical development rarher than con&budng to it. 

3.  Stab'ity must be maintained; Insrability if zo be avoided ar d cones. But in Ltk 
America stability has ofren entrenched bloody dimtors in power, and insddity and 
men mluxion have offen been the means to &:hieve demnocmcy and ddopment.39 

4. Diributmg power is more imprmnt &an co~~cenmdng on it. But in Larin America 
the problem is nor necessarily in achieving checks and balances; rather, rhe problem is to : 

@er up suyicimt catral power to get s o m a k g  done. 

It is easy to see why thex fun end principla of the U.S. political and 
hisropid experience would o h  lead us astray in anempring to promote develop 
ment in Ladn America. But the problem went deeper than the p u n d i n g  of the 
AU~iznce on the Mgue and somedmes f u q  principles of American democracy. It 
8tFO i n d d  the use of very spedtic and concrete US. models and ways of doing 
things that had Me relwance m the realties of Ladn America. Since the author 
has written on rhese &ma before,q only a brief summary will be pmvidd 
here. 

For example, the model of agmkm reform that we a~csmpted to export to Ladn 
America was baxd on a model of the American family fann-middlcsized, 
capixatimc, ~ l ~ m f i c i m t ,  ususing the most d w c e d  technology, peopfed by y e  
man farmers who were participatory d m o c m  wirh a hi& degree of civic 
consciousness. Nctne of thir applied in Larin America.41 The model of kbor : 

i 

relations we soughc to impm was based on nonpolitical collective bargaining, i 
when rhe tradition of Latin American labor had always been politid bargaiti- 
ing.*' The model of local government was that of a self-pve&g town meeting, 
while Ladn America's experience was of a cen&d, topdown, napdeonic 
tra&tiun.*We sough u, profesion the heLatin American dt.ary ia our mold, 
which frequently-after the military had bear &omu@ly trained in modern 
management, admhimaziion, and national security doctrines-had the &at of 
promoting more, not fewer, military intemntion~.~ The educational dorm we 
brought was derived from rhe pragmatic, John Dw+h educational system of 
the United *arcs; it had no fm grounding in the & 0 1 4 c  and deductive 
traditions of hain America. And so on. In h d y  every area (and, r e d ,  rhe 



AUiance sought refom in dmoa al\ are;as of Eadirr Ameba Me) the model d 
' 

derived fmm the United Stakees a~id  lacked firm fshmda~om in &e xtud tatin 
American arpcrimcc. That fined our notion &at L ~ M  American hselmtions 
were wholly Utmditi~nd: incapable of refom, and therefore deserving *i be 
swept away. But that of course was not an accuraxe rad'mg, md it led us a, press 
our institutions and pro s onto a set of rofiedes in which h e y  could net 
possibly work. Siad we r of and sympathrrtic toward lath 
America's own considemb1.e c~paciey for drange and ey&orm-d toward rhe 
~ ~ l t o l ~ o ~  and pmceses by whjh the ~ & 3 n  reaches new accomm&tions-we 
w d d  likely not haw garten so deeply kvs~Iwd ourselves in everyday Latin 
A m i c a n  decision-m&ing and the restdos w d  surely have been more impre- 
sive, pmimIady in longrange term. 

Asrumption 10: Internal Conm&cdons 

This fmal crikism focuses not on any further wmng or mistaken assumpdons 
of the mmce but OR its ktemd C O E ~ ~ ~ ~ C ~ O R S .  h ad&on to the &&rent vkws 
of the .QKimce held by Latin A m e r i w  snd by No& h e r i a m s v  or by d8-t 
~ o u p s  within Latin America and in rhe United Seses; the main cop~d&om 3 

Iindude the foNowi~g: 

I .  Tne .4lliance wu&t t~ m,ochen both derncxczcy in hbn  -&meria md md-commu- 
nism. Bnt the agency we chose to & i  in ordet to g ~ s ~  mti-comunkm, the Eafin 
American armed forces, was dm the agency d m y e d  a whole gamut of democrat- 
ic pvernmcncs ir- h e  

2.  We soughs to build up the Lah American middle dass as a bastion of d i  and 
demmracy, bur we dso vied to mobifize peasants and workers to stave off E i d e h  
a p e  and ro ins- phdiirn. 'Bur the m o ~ ~ t i o n  of the tower dases 
ir'&emed the mi2dle classes who &en mmed to the d"y, who r e p d  die Zowe 
classes, desmycsr dsmocmq, and snuffed out p l ~ & . ~  

3. We t ied to aeaf:e a trade mionism &a was b& non~~oIiricaI and m~i-csmwunist, a 
suategy that was inherendy conuadictory and in a number of tountrIes helped to 
divide, fiz,pent, and weaken the labor 

4. The United kites often sough to stimulate Latin American lo& government and g a s -  
~d0f.s pmicipaGon, but the vehicle of rh was oken another national organization, 
which had the effect of centmiking pwer still furd1er.~8 

5. The US. sought to promote independence and self-scfficiency in Lafin America, but the 
partial result of the Alliance was n, incram EatiF '.meri:ca7s dependence on rhe 
U*ed States. -llore radical critics of b e  Abnce wcsuid say &az w s  he inrention di 
along. 

6. The Mbce had clear long-term development goals, but numerous short-zenm plitid 
arrd strategic expediencies kept gating in the way. Eve~tuaZIy the &on-mm apedim- 
cies all but owrwhelmed the long-term goals, a d  the Alliznce mdd in &may and 
wi& a sense of failure. 



The M i m e  for Progress ww formulated, designed, and administered by some 
ofthe cc3ntry's ablest scholars and public ofkicids. Thc Alliance brought togetfie1 
some of the naion's foremon economists, planners, lawyers, socio~o~sts, eco- 
nomic k o ~ ~ ,  statesmen, and sped&= in dwdopment. It d y  incorporated 
the "bar and &e hebrigbren? Unformnateiy, almost no one in this group had the 
d-Wed background or aperrise in Latin America n~~ to undefftand M y  
why ;he &fundamental assumptions of the AUiance would nor work there. 

The failures of the AUiance are legendary. TheR were endless snafus and 
mimqs. Enormous amounts of money and &on were wasted on a brge number 
of misguided and mb&reaed s. The policy measures we sought n, imple- 
ment produced a host of ba , unanti.&pa.ted consequences, and sheet b- 
urs. Tbe fdse assumpiions on which the Alliance was based led us in numerous 

reover, a strong case can be &at was a dose 
ce and rhe wave of repressive ~~ regimes rhot 

swepr hfh h e r b  h rhe 1960s, wiping our earkr democratic 
the way for some of rhe bloodiest pracrices ever seen in Latin 
molivbg the internal cont~adiictions of the Alliance, uf&ate1y the str~egic con- 
siderations (in rhe form of Latin American military regimes) p d e d  over the 
dem8c and developmentallst ones. Indeed, one could say that it was the 
AUianc6s vcry refoms ( a s s b e  to t d e  unions and peasant groups, mass 
m o b h d o n  and the like) that helped trigger the armed form to intervene. . . 
Further, by dispzwagbg and underinmime a h& America's tmditiond hsthutions 
long before it~~yxhhg new or "modem* had been created to replace them, rhe 
f i ance  may have iefi efte hemisphere with the worn of d possible worlds: a 
complete vacuum .'O 

But the Alliance dso produe& m*r successes New roads, highways, housing 
projecn, water systems, dearid grids, hospitals, schools, snd so on were alt built 
under AEmce for Progress auspices and wirb e funds. The hd& and 
educational I d s  of millions of Lapin Americans were impmwd. The h f r a s t ~ c -  
ture, bureaucratic arn nh~rative as well as physicat, for future deelopment 
was also put in place. ce q i d  pmvided for a great deal of economic pump 
pfiming (and wen some "trickle down") which helped the Ladn American cow- 
t k  to take off. Ladn American living standards and per capita Income went up 
Lnpressive1y. Most h ~ r e n r l y ,  in rhe strategic sensc it could be argued that the 
AUiance helped prmk, for over rwo decades, any orher country from foUowing 
the route ofCmo7s Cuba-which, after ali, was the chief purpose of the AUiance 
to begin with. Between 1959 and 1979, not a sin* Latin American country 
went communist or became an ally ofthe Soviet Union. In shox, even though in 
assumptions were 9 wrong, the Alliance could be considered s u c c ~  in its 
primary purpose. In this sense the Alliance worked, but for almost all dre wrong 
rearan. Therein may lie some lessons for tbe present. 

The fm lesmn has to do with the Caribbean Basin Initiative and the &i&er 



Commission ~cmmenda~ox9s for E a h  America, b& of which bear a st- 
resemblance to rhe Alliance for Progress.n The CBI and the f i i n g r  Commk- 
siton recommendations ean be s e n  as a %meQ-0wrn version of the Alliance and 
zire based on many of the m e  assumptions as the earlier pro 

rhat these new programs 
Ekety to r e p  the same m as the pat, the W s h h g ~ n  p e m  in me 
suggests &at despite drdr faults the AUiance, the CBI, or the KissIrsger Cornmi+ 
sion mommendatiow are-given our frequent and widap~ad hck of under- 
standing of Iaxb America, our h o r i c d  lack of anention u, the area, our 
condescension, and our sriU powerful belief that we ben for the hemi- 
sphere- about as good as we can do. One comes to accept the M h c e  and these 
other recent programs not as "pure" or "ideal" pbey and nor without their many 
flaws and problms (nor rhe least of which is that we seem to have learned 
relatidy tittle abut uica since the 1960s) bur prudently as a second- 
best solution. They me better &an no 
dtematives put for& by are fix more witd- 
eyed than these. More rhm the AUiance, the CBI, or 
recommen&ti~ns we probably annot r ~ n a b 1 y  or 
the fm lesson. 
The second lesson iPzm1v~.s assessing which of the 

and which did not. The analysis hne and ebmhere rn 
mon suaessfut p ed at budding social infmmre (roads* 
housing, &ooh ) as wel! as economic dmIoprnent. The narrower end 
more tahnosmric the , the bmer hey  worked. What did not work 
well-indeed were dism ures-were all h e  d and p k d d  
engineering progms of the Miance: aH the ego bth A m e h  
society and politics and ~ c a a  it in our own image. Virtually d of dtae p s 
were failuresmn The moral for current policy, therefore, is: Don't get so deeply 
hm1wQ in Lath Ameiicm social and political life except under s p e d  &cum- 
nances (e.g., El Sdvador from 1 9 80-84); for the most part let the Ladn Ameri- 
cans ban& their own political problems and processes in heir avn murky way. 
Concentme on simple and s r ~ d o w r d  social and economic aid, and largely 
forge5 about "reforming" and 'mmarinlf Ladn America from mp to bottom. 
We would, I hew ~ ~ u ~ t i y  conduded (and ody half in jea), gcnedy be bener 
off simply dropping the assistance money randomly from helicopters &an in 
getring so deeply iaavoived in all the everyday issues of Latin American life as we 
did under the Alliance. These lesmns of the AUiance haw strong hnplicaaions for 
current policy disputes. 

The third lenon has to do with undemanding what the 
Essentially, it bough us some time-20 years to be exact. 
ds&s worked well or , we have seen, ara$ h e  assumptions were &en 
flawed, bur in its h n  the AJKance succeeded: It bought 
us dme and it kept am/ additiond -Leninist regimes from coming to 
power. That was not, one suspects, a result of rhe AUiance's more 
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political designs but simply a by-product of rhe fact &at we pumped so much 
assistance money i n t ~  La& America during this period &at the countries of the 
m a  were bound m prosper and succeed. Ody &er rhe Alliance was abandoned 
and we returned in the 1970s to our uadiriond policy of benign neglect-and 
precious M e  assistance-did any new revoluti~nxy regimes in Latin America 
come to power. Now, buying time is not a "pat  aid pjorious" dream as the 
Nhmee was, but as former Secretary of Sate George & once noted in an 
o&md r e s p a  u, an inrervim question, it is not a basis for American 

policy. 3 % ~  hateson, md its implications for US. assismace pro- 
, i s  as true now as it wars when d ztrtidated kt,, 
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Mokim tbe Alliance Work 

The I n m - A m r i a  System, the oldest regional organiration wer to &, will 
very soon reach its centennial. Important achievements have been made, m a y  in 
the field of intem&on$ law a d ,  on a few occasions, protection of the continent 
against foreign imperidhic a m p .  

For h o s t  ten years I headed the Inter-American Committee on dte Miace 
for P r o p s  (CIAP). We could probably say that inter-American reladons at that 
time rea.ched their highst peak of understanding as the countries of the hemi- 
sphere worked together in a multilateral deveIopment program of mutual 
htelxs. 

Gncepts and dues  have changed. Many events forced us to take a different 
path: the Vietnam war, the political situation in h e  Middle East, the autious 
aaitudes of some U.S. members of Congress, the micent posithi of some Latin 
h e r k a n  pvernments h z  did not faflow democratic p ~ c k l e s ,  and so an. But 
if we rake a retrospective view of hat hisoric time, wi could also nate that, on 
the wlzok, the M h c e  far Progress fidf3Ued an important role in the economic 
and social d ~ b p n ' m t  of Litin America, despite its promoters' human mistakes. 
One point is imponant to remember: The agreements signed st h n t a  $el Este 
had a genuine iber0-Arne- origin and spirit. 

Publications dadng back to the 1950s s b w  thar ideas firs developed by Dr. 
Ra13 Prebisch and he Economic Commission br lark America @CIA) m e  to 
influence profoundly the ideas of such statesmen as President Juscelino Kubit- 
schek of B d ,  promoter of Operaxion Pan-America, Abem Ueras Camargo 
and Carlos Uem Renrep~  of GIornbiz, Amrm A!essandri and E d u d o  Frei of 
Chile, and Romulo Seeancourx of \I'enetuela, among others. They were all critics 
of the disparity in income dkribueon, not only within Latin American countrig, 
but a b  beween hth America and the techidly dvanced nations. 'Fhey 



122 Gzrhs Sam & Smtamarrix 

condemned the inequiry bemeen the prices of commodities and raw materids 
exported by deve10phg nations and those of manufactured goods and machinery 
mponed by the i n d u a f i e d  counaies. They dso condemned the inaccssibitity 
of t&01ogy md patents in a world where the &ence of Ypedect comP.t;tioz~" 
m, and is, utopian. 

Mddated policies toward Lath America were fim anempted, and p r o d  
useful, during the adminhati~m of Franktin D. Roodt .  When John E &me- 
dy came to powert rnultilaoedsm as a concept and as an insment  of h e r -  
American relations matured with the Miance for Progress. Under different his- 

a em torid cir-mce and for &Eerent lemons, the political interests of PR 'd 
=Kennedy coincided with the economic and social aspirations of Latin America 
The Atliance for Bmgress provided a new framework for the conduct of rehtions 
betiyeen h d d z d  nations and hose that ;Raid Prebid d e d  "the periphery 
nations." 

I want to underline one point a h  the Alliance that is frequently ignored. The 
Alliance for Progress can be viewed as the sum total ofU.S. foreign policy toward 
lath America in the 196Os, a decade that indudes the Bay of P - i ,  counterinsur- 
gency, the invasion of the Do&m Republic, and the Cuban missile crisis. Or it 
can be viewed and analyzed as the creation of an imperfect, but usefd, addater- 
d mechanism by which m 901~2 economic and social problems within and among 
Lain American nations. Ti often, serious discusion of& Mkmce for Progress 
has been lost in the polemics over the conduct of U.S. policy, while the impor- 
tance of mddateral cooperation in the sock! and ~conomic fields-poiides based 
on h e  idas of men like Mi&, h c o u r t  and the ather mtesrnen h d y  
mentioned- is not pmperly undeatood. 

As an i l lmtion of the l a m -  the 'bther" Alliance for Progress- I would like 
to discuss its principal rool, the Inter-American Committee on the Alliance for 
Pmgres, or CAHI 

s aaivities covered a wide scope. Its central instrument was tfre country 
review, in which each year the economic, planning, m d  dweIoprncnt ministers 
from member Latin American nations preenxed their short- and medium-term 
dm10prnent plans to the CIAP committee of experts. P h s  and objectives were 
reviewid, mo&~ed, refmd, and altered. The country r e v i m  pnwided a forum 
to mob'dize some of he hebest ideas aod inteflmud mources in the hemisphere to 
assist each nation in deveioping ia economic and social agenda for the coming 
years, within the broad guidelines provided in the C a m  de Pumo def &e. We 
crm conwked three country review studies of the United Stats! 

CIAP had no coercive power. Implemmatiion of the Alliance for Progress 
consisted of three main elements: plmnkg, self-help, md externd assistance. The 
ideas that merged in &e country review meetings could not be imposed against 
the will sf my nation. Some advice twas heeded; some was ignored or deemed 
politically unfasiibe. But it m w  be r e m e m k ~ d  that in the early 1 9 6 0 ~ ~  the idea 
of national planning ofices was novel, even radical, although it had been a central 
component of the ECLA development strategy. C W  worked with most Latin 



American nations to develop a?d strengthen their planning capacity. Today, all 
&ese countries have strong, central and regand planning ofices capable of 
mimilaring dam and forec:asfbg areas of economic changes, technological d-1- 
opment, and population growth. This is one of the principal legacies of the 
Alliance for Progress. 

Another area in whid, CIAP was active was commodity pries, which c ~ t i n u e  
n, be a central issue for Latin American nations. For example, the situation for 
sugar-exporting counuies today is similar to that encountered at the tinsf of the 
Alliaclfe for Progress: Sugar prices are excessive1.y low. The eco;.on,im of several 
small countries depend essentidy on sugar expow. NmdeXm, some industrid- 
ized countries-for pod domestic p o l i d  reasons, of c9iirse-continue to corn- 
peu in rhe sugar market by pmduchg beers. CIAP undemood the interest of 
m e  European nations and the United States in producing these raw m~reri&- 
beets or sugar cane-but on many occasions suggested m altemaGve. ClAP urged 
those counaies, which were manufaaurw of equip~x~fi: and exporters of tech- 
nology, to audy the possibility of reducing sugar producdon and puzcha&g sugar 
from :he k a ~  American nations. This wodd enable the laner to sbth &e hard 
currency needed to purchase machinery, equipment, and even raw materials from 
the dwe10ped nations. At the same time, of course, this would Lost economic 
development in htkn American and Caribbean sugar-prcdudng countries. 

Indukatized na~ons, however, dl don't seem m realize thar by competing 
with hrin American producers in the sugar market, they seriously aitct I&,- had 
currency income of these countries, thereby losing potential sales af machiiery 
a d  equipment. 

The case of coffee is somewhat Merem. One of the fvst commodity agree 
men= reached was the Intendona1 Coffee Agreemar, which eRec6wly mbi- 

r 4 nor k d  prices for both producing and consuming nadons. The agreement 4- 
been in effect for neatly 25 yean. There are many critics of these cornmodicy 
agreement systems in dfirent pans of the wodd, but I have nor heard or read ofa 
satisfactory new alternative that could cope with this very serious pmblan for 
most of our countries in Latin America. Since the machinery needed for develop- 
ment is produced in indunridized eounuies that fvr chc price ofthe rnackexy, it 
wodd seem wise to continue to work toward reaching commodJty and rsw 
material w e m e n u  & r e d  and handed by consumers and producers together. 

With the experience already ac~aked, these agreements codd be refined and 
modified, but they should not be abandoned ak~:og&er. 

The initid cd for a ten-year devd~pme~t  effort thruu& rhe Alliance for 
P r o p s  aimed at alleviating pressing iltnesses in the Latin American environment 
and at f o s t e ~ g  education, health care, housing, and employment opportuniria. 
One catral  measurement vaas to be expressed in terns aaf GW. The Charter of 
h t a  del k e  mentioned a rise of 2.5 percent in per capita income per yea, 
dong with he provision of better mieation and health care facilities. Specific 
goah were set in these areas. To attain hem, new norms were established and 
implwemcd largely through f d  policies throughout the hemisphere. 



Ladn American countries a&ed under the Alliance for Progress what one of 
the directors of the Inter-American Council for Education, Science and Culmrc 
(CECQ called We eduation explosion: Much pmgpess was Nidenr in tht field, 
dthough ssudents in various countries were sometimes ilor prepared to take full 
advantage of this type of help. In any case, the impetus given by rhe AUIaace to 
educational programs was impomt. Unfortunately, these activities had been 
weakened considenbly by 1 9 76. 

The CIAP put a great deal of &on into rhe exchange of @cuItural experi- 
ences among the count* of Latin America through IICA, rhe institute dwored 
m agricu1zure and animal husbandry. With the cooperation of the UN Food and 
Agridrure Orgai~izaiion FAO) and the Inter-American M m t e  of Agridmrsl 
Cooperation QBCA), it was hoped &at Latin America would be in a psidon not 
only to provide faod for its own population but also to export it to those 
countries experiencing snrcre hunger md poverty. The results here, too, have 
varied fmm counuy to country. 

HOUSING 

Anoeher area central to the AUiance was housilg. Again, we l e d  by doing. 
The World Bank had established a Social Progress Thst Fund to in= 5200  
million from 196 I to 1965 in low-income housing for the urban pmr. New 
baRMs were crated in Bogota, Mexico, Lima, Rio de Janeko, and elsewhere. In 
Rio de Jane&, for -pie, two new projects were consuuaed. V i a  de la . 

dianza and Villa Kennedy. At the time, they were considered to be model 
programs for the re10cation of slum SfaveHB) khabimts zo new and sanitary 
csrnrnunipies. Yer the newly constructed cornmities eficounrered much resis- 
m e ,  and some of the relocation, unfortunately, was achiewd through the use of 
force. Why? For most of these people, income was dependenr on easy access to 
Qowatown areas. The new banius were iocaxd far from the center of town, a 
problem which meant considerable additio~d expense for transport, which itself 
was inadequate. Later, we changed the focus of these projects toward pmviding 
esxntid services -sewerage, electricity, water, md rranspomuon- a, the existing 
ba&s. 

POLITICAL CHANGE 

In the political realm, the Alhnce sought to foam democratic instituxions in 
pan through socia and economic measures and in pan through the application of 
the principles of self-determination by individual countries. This was th, most 
problematic area, for w multilateral pro can determine the poiitid destiny 



of a patcipicring counuy. During rhe period of the Ahazce, some nations 
sucfumbed to mGmy coups, while others became functioning dnwcracies. 

hrin Americans h v o l d  in the AKance, induding myself, continued to 
b$iew that democracy is rooted in more equitable social and economic structures 
and that these in turn w d  sirnulare more rapid economic growth. The r& 
tionship between economic dwelopmmr and types of political systems was not 
properly undemood? and rhe &alltics that were experienced by the AUiance for 
P m p  on that score wed to be further d y z e d .  

However, it must be noted that die wend today in America is tow& the 
~ m r n  to democmic regimes, a Edft that i most hemen;ing for those of us who 
worked with the AUiance for P r o p ,  and for most Americans, North snd 
%u&. 

Another area of muhilateral coopemtion within the AUiance for P r o p  musr 
be underscored: rhe cooperation of Canada and some European nations. Al- 
though the Canadian government did not want a, be an active member of the 
Organimpion of American Stues, it did not object to w o r h g  with WAP. Excel- 
lent coopemtion effam were undehtakm with some countries, especially the 
Caribbean nations. This was also the case with European countries, Japan, and 
other nariom of &e Em. prompted me to suggest, when I resigned from the 
preddemy of the development of a &%rent approach to the future of the 
inter-American sysrem. Thi new approach should he baxd on rhe coodnaation 
of the principal intergovernmental agencies, CIES, CLAP, CWCIEC, and 
CIECC, in a manner similar to rhe OECD in Europe. In such a system a fotum 
similar to the country reviews codd be undertaken with full cooperation from 
inremationd financing agenda, induding rhose of the Unired States, Canada and 
Eumpe. as was the me during the Alliance, to help the Ibe~o-American and 
Caribbean ares d d o p  their nationd economic plans. 

Such a system would be most valuable today in the handling of the internation- 
d debt crisis, for ple, one of the most serious problems fadng La& America. 
If a country cannot obtain hard currency &rough international ade, there is no 
possibility whatsower chat &ax cowtry can pay its external debt. Recently 3r.  
Henry binger d a Marsh4 Plan a, help Latin America s o h  this 
problem. James Baker, the currem U.S. Secretary of the Tmury, also sugested a 
new plan of i n ~ m e n s  opportunities to solve the debt crisis. Good ideas have also 
been provided by universities and economists in the United States, Ladn America, 
and even Europe. It is essential a, look for ways and means to salve this problem, 
as it &eas the banking systems in all of the Western countries md Japan. 

This skuation demonmates h e  need for m organization such as C W .  IP 
would have brm the perfect forum to discuss and perhaps solw these maners. 

Concerned about the situation m n  then, CUP underarok a study 20 years 
ago to determine what new intenational monetary system could replace the 



Bretmn Woods agreement. This study was conducted by several of the leadirg 
economiszs d hat h e ,  Ifidud'i  rwo Nobel prize winners. 

There is a need roday ro reexamine some of the $ood ideas of the past md to 
create new ideas and s for the funnre. Chades de Gaulle, when he was 
president of Frame, showed his deep concern and understanding of these pr&g 
issues. He said: 

In our t i e ,  our cause is man. It is man whom we must rescue, whom we must try to 
elevate and develop. . . . Why don't we make a cooperative contribution. of a percen- of 
our raw mateids, of our rnanufaures, of oror scientists, technicians, economists, a pan of 
our rrucks, our shops, our planes, tbar we can abolish miserys so that we can a a b k  the 
prices of our natural resources to help the ia-deve20ped nations in their &on to gmw? 
LetS $0 it. Not because they follow our ideology but just hause we a n  give life and 
Face a h e r  chance. How much more valuable tAat wodd h &an tenitorid demands, 
ideological aims, imperialsc ambidons that would bring the mivase death! 

It seems to me &at &is shodd be a major item to be inciu& in the =nda for an 
m?tud conference h e e n  East urd Wa.1 

My suggestion today is simple: As a continent facing many common probJ,ems 
ond situaxions that &ea us id, we need an organization, a forum where we ean 
take our prubfems- our cornmoll p d e m s -  for discussion and solution. Reman- 
ber that while the f i a n c e  existed, despite its failures, the inter-American system 
wdched its bat dianate of undemanding, good datiom, and-why not say it- 
accom plishmems. 

2 .  French President Charles de G o d e  s g at a press conference at &e Mais de 
FEIysee, March 2 5 ,  1950. Free timsia~ion. 



It is well tha~  we celebrare rhe achiwernenxs of the Mhance for Progress because, 
preoccupied as we are with today's weighxy problems, we r a d  to forget how 
much La& America has axomphhed, and how much it has changed during the 
pan 25 years. To appreciate the scope and depth of those changes, we need ro 
r e d  rhe evduxion of our regi~ds development StFaeegy and its gods, from die 
estab!isheat: of the izarion of American Srates &mu& -on Pan- 
America, &e Act of , and the Charter sf Puns del Qe, the Prot~~:01 of 
Buenos Aim, and the Co,~sensur of Viria dd Mar. Not to be forgotten in this 
chain of ewnts, of course, was the establishment cf the Inter-American Develop 
menr Bank @lB) and the speEiiic role a s i i e d  to it. 

As my conuibution, I would Iike to r e d 1  a few events in which I had the 
privilege of paniciparing and which had some impaa on the course of the 
Alliance, our bmKs contribution to its &ITS, and the m 1 u ~ o n  of pment-day 
La& Amehiccc. 

The fm of those events took place k Mexico City in 1962. was ehc firso 
annual mering ar ; ministerid level of the L?ite~-heria Economic and Social 
Cound. h e  set of fiance of the host country, I had the honor of 
c h a i ~ g  &at rnee~h~g. 

One of the results of our deIibemtions consked of enking the services of 
former presidents Jusceho Kubitschek of Brazil and Alberro Lleras of G10mbia 
to rcJiRK the Chmer of Punts dd Este and to help pux in place a workins 
rnechhrn of the -ce for Props .  In time, that mechanism came to em- 
brace a s& of insritt~tiof~.~ and processes, irmdu&g the Inter-American Commit- 
tee on d ~ e  AUi~~iance for Progresc. C W ,  as ir was c&ed, represated rhe firsr 
md~3zterd eRon in ow hemisphere m cmrdinate devefopmenr assistance, to 
edluate each counq-'s progess in dwefopment, ro promote self-help, and u, 
nn&e ~ o r n a n e ~ d ~ ~ o n s  concernkg regiond phcy  matters. 



CIWs cd inadng  role aljo meant that our counuies voluntarily c o r n m i d  
dremsdves to discwing dre p r o p  they were making ard ths obstades they 
faced ki meeting the objectives of the Charter of h n t a  del b e .  mese hmhd 
the rtdoprion of certain policies and measures, includmg steps to h d u c e  land 
reform, invease agricdmd aod h&&d produnion, imprave s o d  conditions, 
emurage exporn, promote investment, control and reduce irnfld~n, maintain 
redistic exd~~mge rates. and rdorm tax systems. 

While CIAPs impomt role lasted only about a decs.de, this grandchild of the 
fim m h i i e d  meering of the ce for Progress in large measure mWied 
the visionary spirit of our cowtries and their go\pmments in attempting rhe most 
pmfowd tmdommation of an entire continent. Chang and p m p  were not m 
be left in the hands of fare: Free men, working through democratic instimtiom, 
cooparing and pooling their resobrces and experience, would attempt n, aise 
the living conditions of the wr majority of our people. And they would make the 
fLst gianr step in direciton before the decade of the 1960s came to an end. 

Ten years hter, as w e  beg. to assess rhe d t s  of the AUiance, some d y s f s  
conduded that the best efforts of our countries, supported with tremendous 
generosity by the United States, fell considerably shon of the goals of rhe Mi- 
mce. 

1 remember panicipating in some of those assessments as a newly elected 
president of the Inter-APneriai D d o p m e m  Bank. A meeting of the governors 
of the bank in Buenos Aires, in the spring of 197 1, comes p&c&1y ro mind. 
We were wrenling at that meedng with the future role of our bank. Having 
survived the 1960s, what would we try to achieve Jurhg the 1970G To find an 
answer to &at quesrion we first had to review the con&tion of our member 
countries, evaluate the success and the shoncomings of&& ddopment effom, 
and arrive at yome condusions ~garallng the frns&l and techoIo9;d require- 
ments of &e n m  stage of progress. 

The IDB, I would like to point out, had by then already achieved some renown 
for its costxribution to the Alliance. Adminedly, in d o h  reks ,  the volume of its 

not compare with other sources of o&dd ddopmart  fmancing. 
d impact -then as now - came primarily from the project oriema- 

institution and our readiness to innovate. 8ur governors and the 
d early, for example, thar social development had to afcompa- 

ny economic growth. To this end, our bank b e p  m enter fields that were new to 
inremationd baaking; financing wsm supply and sewerage projects, farm d e  
ment and impm~d laml uses, low-coa housing, credk for smd- and medium-size 
industries and f m s ,  expansion of univmides and rechid s&ooIs, as wed as 
projects daiped to &mulate regional e c a m i c  integration-that is, m provide 
new among-the IAM American countries. 

It became obvious to us in ihe course of our assasrmenr thar in spite of the 
broifd-based support that it received from our bank and from orher public and 
multilateral oreGzattions, rhe Alliance was not meeting its objectives. Admi.nedys 
rites of ~~nnomic  growth in the region were impressiw. LeAE of investment were 



tugh. Changes were t h g  place in dte economies, ir. the ksim~ot~al  m a r e ,  
and in h e  mcid s e m a  of .rifiudIy d of h e  c o m ~ e .  Ya those &ages were 
neither as mensix nor as pemsive as our pe~p1c and their leaders had hoped for. 
The condition of Iile was improving for many, but the disparities in the dimibu- 
cbn sf incomes a d  in access to he  amenities of fife were in some as wen more 
pronounced when &e M&ance was launched. 

We redbed dso &a: the plroMcnrs conZron*&g o m  region on h e  &mshoId of 
the 1970s wen quite different from those we had faced ren yean earlier. &onom- 
ic and socid dwelopmenr in America was beL; pmfoundly d e m d  by 
massive changes g piace outside our con tine^^. ''The winds of change were 
blowing; I told goyemors, "stirred by the widespxad search for greater 
economic mdt social justice . . . but hose whds h o w  ns hrznd&es? The whole 
world appeared to be in nvmoil as Lein and o&er dedoping regions 
began their heskmt entrance into the worM ~ o s B ~ I , ~ P ~ .  ?he problems of o m  
region comnzu~ate selves quickly to other pam of the giok. f i & m  
a d  interdependence e she new catchwords. 

Three exzmples serve to underline whax was h a p  . For &ae, f have 

h h e  fief8 of trade, a trend became evidenx: VJMe the katin 
American economies grew 
world uade conrinued to dimb, our region's share of world expons d&ed from 
11.4 percent in 1950 to 5 percent in 1969. This su things: first, the 
eemas of tmde were turning agaSnst our region wir the price of our 
chief expo-; second, thar togaher with other developing regions, we were losing 
mxkew eo man-mad: raw mate&&; mQ third, we were making dl too Ede 
progress in &e one area of world n d c  that was expanding most rapidly-the 
t ,dg  k I I X ~ . I ~ U ~ ~ ~ U ~ ' € S .  

The sizuarion was somewhat similar in rhe Geld of technology. We had been 
devoting ghe !ion's shze of our irnpom rs capid goods designed and pmduced in 
the i n d m s ~ e d  countries, but m what effect? That technofogy was not helping 
us either to gain an advantage in trade or to make the best use of our resources. In 
addition to the rda~ive4y lacHusrer pedomance of our srpom, unemploypnen~ in 
the regioa continued to grow, and with it, social and political tensions. 

Financial flows also presented a pmid~x. Newr before had any region benefit- 
ted from such a l q e s d e  infusion of financing-a good part of it on very liberal 
terms-as did Latin America during the 1960s. Moa of those transfers financed 
new productive eapacioy and infmmcrure, creating the means for their repay- 
ment. Nevertheless, our region's external indebtedness was rising at an dannhg 
pace. Some of us began to view with uneara this mtemial source of di&dty- 
Wly ten years before the current debt problem captured the world- 3 attention. 
W e  wr~ded  wirh those prob!ems and paradoxes during the 1970s, while even 

bigger chdmges came to asd rhe world economy. Ce y, aside from the 
Great Depression, nodring ccmpmd to the blows delivered by the successive 
increases in the price of energy, especially of petroleum. We coped wirh those 



also, but the vulnerability they engendered and the excesses they invited produced 
very seriow consequences. We have seen them d e a e d  in the tragic revenah of 
&e past fom yem. 

This brief survey bpings ne back to the questions that continue to haunt 
occasions such as this: Wis the AUiance for Pmgrm a S I I C C ~ ?  Wis the effort- 
and the sacdice- worth it? W this noble enterprise a&= its aims? 

believe that, on balance, we wiu dl agree &at the majority of Latin 
American p p f e  have experienced real impmvement in their living conditions, 
and that Lapin America emerged from relative isolation and entered the main- 
seam ofthe world's economy. In specific terms, life expeamcy increased on the 
awrage by six years. Birth ram decfined in f o ~ r - f ~ s  of our counuies. Want 
modi ty  dropped. The men% of Xieracy was duced and educationat opporm- 
nities were opened for millions of our people. While wai popdation ruse by 70 
percent, primary school enmUment wem up by n d y  tM) pacent, secondary 
school enrollment by 350 percent, snd higher education by an arnazkg 800 
percent. 

Since the b 
. . ofthe Alliance, the regional p s  dom& p d u a  (GDP) 

nipled in size and by 1981, our ~ O P P ' S  per fapita GDP had doubled. An 
impmive physical id"rurmre came into being. For example, the paved road 
network expanded by some 3 0 0  percent while total road mileage increased 2 50 
percent. h d e d  capacity of electricity increased 310 p e r m  on a per capits 
bask, with commercial energy consumption wdimg dosely behind. The number 
of people living in cities skyrocketed from 100 to 250 m%on, bur by the 
beginning of this decade, 170 million of &-as compared u, 43 m&n in 
1 960 -were served by potable water supply systems. 

V ~ C  could continue this recitation, but you may ask: Are you b 
qusiion? Cadd those changes have occurred without the Alliance for P r o p ?  

I, h r  om, dio zmt believe so. 
The changes &a haw d e n  place in Latin America since 1961 are nothing 

shorc of rmI9Goe'y .  They haw tmsfomed our sociaies, profoundly dared 
5d-1 zhe capacity and tAe oriaration of our pvemrneats, created a whole new 
texture of ira63pd-reg-ia~d reIatior%shps, and opened up our region to the world 
ccoaomy. Changes of &is ~ z d e  find no pardel in h e  history of western ci& 
tion--er.icepo wha, dley were brought 2bou:: by widespread violence. In our csse, 
tha va~sfornadon came peacehlly. through a unique and continuing interaction 
and mDaboouion bmeez1 our people and heir goxmments. ?his, to me, is the 
zed essence d h e  AUimee for Progress, and the true measure of its success m 
C T ~ E ~ .  

f do no$ vnnt PO jea?~? tfie hprashn &u I camidcb gods ofthe k?&mcet to 
hawe beer. at&& or kdidared by the ; ~ , 5  of h e .  The basic purpose ofthe 
Alliance, summarized by t!e I 8 t e  President John E Ksnnedy as the quest for aabo, 
tr&qoy t k a f  ,wkdy ar~h).  mains ;rr v&d todsy ss 3 was 25 years ago. Thar 
qusr will not be o m  uud 28 of d ~ e  peogle d but region are asured of the 
enjaymerit, in pace ar~d E ~ d o m . ,  of these basic 



B e  Assurn~tions ofthe Alliance 

Jack Hedh and M i p l  S. 

THE ASWMPTIBNS OF THE C O W P A a  
OF PUNTA DEL 

My convibupion ro this examination of the Alliance for P m p  will be to foan 
on some of the amunpdons that undergirded its designs and implemmbation. I 
shall bcus on thge assumptions whose reexamhatiion might inform our contem- 
porary disassion about the role and limits of foreign economic assistance. 

Let us fm Imk at rhe nature of the bagah that was struck in the Charter of 
Punta del h e .  It is insmctive to begin by askmg: Whose amunptiom are we 
talkins about? The question is a useful one, because different &es m rhe 
bargain made very different assumptions about the nature of the commitments 
thaz had been underrdm. These Merences had imporrant consequences for the 
way in which tk_e Aldiance was irrmp~crnented and what i~ achieved. 

There probably would haw been lirde disagreexxaent in the early 1960s with the 
fa~owin; formhrion about the i i i f i c m c e  of the ~haner of hnta de~ b e .  

The Chanet was ratitied by the OAS member countrites as a collecti~ commit- 
ment a, narional and regional dwefopment goals and as a cornmianent by each 
country u, rake national actions necessary for zchieving these goals. Underlying 
these commitments was the barpin amck between the United Smes and the 
remainder of the Charter signatories. The United States to provide e m -  
nally required resources commensurate with each country5 development LL + om. 
In return, the counvies of the hemisphere agreed that they would undertake 
sweephg reforms required for achieving needed political, sacid, and economic 
PTF=-  



It seemed clear when the Charter was adopted that the cornmimenu to d a d -  
opment change &at it embodied were understood throughout the hemisphere, 
including the United Smtes, as signifying a sweeping reddinition of the ground 
rules of the hmkpheric system. In e k ,  the Charter was perceived as a h d a -  
mend redefintion or rewriting of the ucon&tuu~nal" ground des  of the inter- 
American system. With h mtificatiion, the constirudonal center of gravity of the 
inter-American system appeared to shat away from the region's historic preoccu- 
padon with collecdve security and peacekeeping. CoHefuve re,qmnsibilitv for 
economic and social progress, it seemed, had &placed these uaditional codcems 
u the new carter ofthe region's coUedve or cooperative purpose. 

The Charter, in constitutional terms, declared social and economic uncierdevel- 
opmenr "unconstitutional: and 1egiaLrnized sweeping prescriptions for change. 

Americans in the United Stares and those in the rest of the hemisphere, howev- 
er, tend n, view the force of their national constitutions through wry different 
political and jurisprudentid lenses. It is not surprising, thedore, that they also 
had very $iffwent understandkg about the nature of h e  hemisghwic, or htema- 
tional cc~nstitutiond, bargain m c k  at Puma del Eke. 

As seen from the United States, constinztional standards cany the weight of law. 
They are conmaud ud give rise to enforceable rights and obligatiom. Implicit in 
this jurispmderptid oudook is that deparmres from co11~titu~ond ~ ~ d s  are 
udawfd, intolerable 8nd hence, are to be speedily remedied. Consistent with this 
outlook, the Charter tended m be regarded in the United Stares as constitutionsl- 
ty rescindkg the legitimacy of underdevelopment and therefore, as requiring 
extraor&ary nation4 and international governmend d-iims ta, achieve speedy 
change. 

Constitutions and constitutional Im tend to be viewed more dasticdy in b i n  
America. Hence, while the constituoions of many of the American republics are 
generous in the inclusivity and scope of the rights, benefitt, and proteaions that 
they copiously confer, these norms are usually not rigomwIy adhered to or 
attained. Seldom perceived as carrying the force of law, c~n~tintiional norms, 
instead, tend to be viwcd in pragmatic terms. Although not conferring enforce- 
able ngha, hey are important as expressions of idealized societal gds. As cornpi- 
latiom of standards by which the impesfe&ons of the political order can be 
nezsured, constitutional norms rend rr> be regarded as deals ED be striven toward 
rather than as expressions of enforceable f i t s  and 0bfigati~n~. 

The mtificattion of the Charter, as Harvey Pertoff used to say, was a singular 
internsicmd "politid and economic experiment? No comparably broad hemi- 
spheric consemus about common potitd and economic goals or cooperation is 
likely to be replicated soon. hdeed, &is consensus could not have been achieved if 
she pmies ro tire bargain on which it rested had viewed rke Chmer from a shared 
constiwtion3 wadition; that is, if they had a common wdersmxhg of the 
bargain or commitments entered into. Because each side interpreted the Charter 
through its own jurisprudential lens, both were able to maiotain heir mutually 
inconsistent dewlopmental and reformist expectations, goals, hetab!es, and 



priorities asentidy intact. In &is sense, rhe AHiance may have been. a ten billion 
dollar nisundemmding. 

The early years' s m g  political appeal and sc?porc of the Alliance ia the 
United Smta derived in large measure from rhe assumpdon that the bargain 
struck in the Charter inmled a strong-constitutiond- Latin American commit- 
ment m immediate and sweeping development refom and change. It was only 
because of this assumption that the Miance bargain seemed sensible, prudent, 
and attractive to the United States public and Congm. 

Consistent with this assumptioil, for example, he Adminixrapion's annual pro- 
pods ro Congress for AUiance h d s  were cast essen&Ey i scorecard f m .  The 
Adrnj,hrion welcomed congressional insistence upon monitoring LM Ameri- 
can pepfomance in meeting h e  Chmer's gods and, at least initially, shared with 
the public and the Congress the view &at counrry assistance docations could and 
shodd be precisely linked m that performance. 

Unbrmndy,  this halcyon view of rhe bargain also had disadwqeous long- 
run consequences. For example, it no doubt contriblned to ur~&Jc: public and 
congressiond e;t~pctations about how rapidly the g d s  of the Charta wodd be 
achimd. The price of these unrealistic. a p e d o n s - a s  ;Lath American p ~ m -  
mena failed ro embrace weeping refoms enthusiastically and i'-m~bg 
progress did not materialize rapidly- was a disenchanted cooling of the AUianceS 
initially broad political support. 

The United S t a d  view ofthe bargain dso seened to predude the development 
and application of inteMectudy coherent, politically sustainable, and publicly 
understandable criteria for determining u, which countries and on what con&- 
dons the United States would provide dm~opment assistance. n e  assumption 
that U.S. assinance would in some way be directly pmpnionate m country 
refom and self-help was effective on &e rhetorical Iml, but was concepdy  
meanin$ess. As a genera3 and Mgue test of a5sh"ace worrhiness, it masked the 
subtlery, complexity, anand intricacy of the d d o p e n r  and mistance p m m .  
Hence, while sold to the public and the Congress as a manin9fi.d standard for 
dispensing assistance, the broad self-help f'mulation actually furnished linle 
concrete pidance for the day-tday negorkii:im and impternenation of foreign 
assismce pmgam. 

As was inevitable, the inwnsinency b ~ w e e n  rhetoric and practice soon e 
apparent. ~ r e p m c i e s  h e e n  country reform perfohmace md the levels of 
assistance conferred became increasingty difficult to square with the bargain that 
rhe United Spates public and Congress thought had been made at Punfa del f i e .  
For example, rhe principle that assistance was rescmd ro $wernmena committed. 
to preserving or expanding democrsric institutions was more oiten ignored &an 
fionored. The priority given to &om hat achieved a more just distribution ofi 
income war subordinated to policies that promked ro preserve the mrus quo i 
dyough stable growth. Assistance was often furnished for pit ical  purposes that / 
seemed unrelated to the recipient's development achievematts or policies. 1 

The price paid for the dissonance between the Alliance rhetoric and the realities 
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lemenation was, of course, that polirical support for the Alliance 
. Om indication of the politid and imellmual disarray of the 

Aliiance was that m a y  early supporten of the p m p  became indifferent or 
horde, while many former dwrsaries reversed heir positions and came to its 
support. The Alliance, in short, b e m e  all things ro all people who had overseas 
interem that foreign assistance might conceivably serve. Hence, the Alliance 
pdud1y lost policy coherence and clarity of purpose. 

. in connm u, its incepdon, the demise of the Alliance some yean later went 
i wholly unnoticed and unlamented. There was no press, academic, or govenunent 

commmt made when rhe US. government one day abruptly removed the AUi- 
ance logo fmm Agency for Hnremation and did away 
wi& the offfce of h e  Coordinator of 

The Alliance hzzd kame poiitid 
view of rhe eonsdrutiond nature of the Chaner bargain was j&~ned and the 
Ladn American perception in effect adopted, it also became poiiticdy m s h -  
able. 

Oddly, and lammeabIy, the lessons of this intellectual and politid failure haK 
mn been learned. Much of dK conceptual underpinnings of todays foreign 
assistance programs, bah bilareral and mulrilateral, seem to resonate eerily in the 
f m m  rhetoric of the early 1960s. The concepts of self-help and reform, d the 
centrai conditions used u, justify assistance prognuns, remain as subnantiveIy 
empty and useless for guiding policy today as they were then. 

Most disheartening is that the nature and purpose of the bargain between 
asshLce donon snd recipients remain essenially undefmed, snd no politically 
supportable, conceprudly dmlopcd mionale for these programs has been ham- 
mered out. 

As in the find years of the Alliance, it is o h  observed d a y  that in most 
donor countries assinance programs haw no political constinrency. Less often 
undemood is thar they obviously will nw and cannot be expected to aruan one 
d m  and ~ i r i l  their rationale is more convincingly and coherendy articulated 
and their rhetoric is conpent with rheir armdities. Unfomnateiyf so long as the 
donor-recipient bar@ is undear, &this clarity of purpose is unlikely n, materialize. 
nK dilemma, of course, is that if donon and recipients were to perceive the terms 
of the bargain in the same way, nearly hposible to negotiate a 
mutually aocepab2.e aakmce pro 
There is another packet of closely related AlKiance assumptions to which I 

would like briefly to turn because of the related lessons they may hold for 
cmtcmporary assistance policies and practices. V M e  these assumptions are more 
o h  dung to by asiistance donors rhan recipients, they have adhereats on both 
sides of the equation, and they dead5 figured in the dculations of both in the 
embhhrnent of the Mlimse. 

It was assumed that the ombinadon of an appropriate diagnosis of develop 
meat problems (or, as was fashionable in the 1960s, dewf.opment "bodenech~ 
cnupkd with atfficieat resources to pay for the prescribed dutions, would yield 



dramatic br&thmu&s in h e  hemisphere's fundamental problems-indudkg thc 
pmbiems of politicdy repressive, undemocratic government. 

The Alliance experience seems to have imprinted on the collective m a n e s  of 
the dew lo^ profasion some appreciation of the fact that many of the 
problems whose eEffts are observable as man8estati~ins of underdevdoprnent are 
too complex or obscurely mted  u, defy accurate diagnosis or effective pra&p 
tion. The many inadvertent fdum, effects, and achievements of the Alliance left 
a healthy residue of skepticisin and caution in place of the heady hubris of the 
early years. 

Nonethelm, the Alliance assumption that the offer of external assistance can 
provide an efie&w hduceanent for a counny to adopt basic policy changes and 
reform still appears to r e a h  considerable vitaliry in U.S. assistance strategies and 
negotiadons. Since rhe Alliance experience can bz inrrrpxeted as an overwhelming 
repudiation of thc general efficacy of this asumption, its continued vitality is 
striking. 

The pmb1ern with this simplistic asumpdon is that it starced from a politidly 
silly view of the name of change and power in any counuy. It bypased and 
ignored the fact that the fundamental development problems of rhe hemispk's  
cowries reflat complex, often bloodily attained, political bdances and dead- 
loch over how power is held, competed for, and used, and about who gets what, 
haw thqr get it, and how they invnd to hold onto it. Problems sueh as gmdy 
skewed dinribudonr of income, opportunity, wealth, and land, or economically 
unsound and unjust wage, health, banking, housing, and educatond policies, 
have u s d p  evolved over centuries of politid and culeural m o i l  and accomrno- 
chion. Contrary to the Alliance assumptions, they were more o h  &an nor 
impervious to outside influence and the essentially politically k d m t  entice- 
ments of foreign resources. 

The implications of these conclusions for the self-help rhetoric of the Atbmce 
were, of course, dewxaEing. >he Ladn American "consti~utional" view of the 
nmre of the AUiance bargain ;ms not un~&eic. There were d-an, and remain 
today, powerid reformkt poi~t id  wmnts h the hemisphere. It was no lers me 
in the Alliance darj &an today, howewr, that the fu e n d  changes that they 
are achieving or energizing are occurring, and by their name will continue to 
occur, essenkidy independently of (often despite) the kn&onirg of foreign 
assistance programs. Certainly, no opmibIe Lath American po&cian could or 
would red is t idy  subscribe, ei&er during the AUiance or today, to a set of 
nationat commiunentr incorpomting the United States' constitutional view ofthe 
Alliance bargain. 

This conciusion raises even more d i c u l t  questions about the nature of the 
s i m n c e  bargain, and indeed, whether there is any bargain left to be made at all. 
These qudons need to be addressed and answered if economic assistance pro- 
grams are ever to achieve more coherence of purpose. 

Finally, the failure of thex Alliance assumptions also points to basic lessons for 
the future of foreign assistance, its limitations, and its purposes. Judging from such 



recent assistance events as the Caribbean Basin 1nit;ach-e arad the spectacular 
fdures of recent Cemral American assistance &"on:s, ir does not appear that there 
iewns have k n  thought through or learned. The unrealistic political notions 
thar undergird these recent unsuccesfd Z E S ~ S F ~ ~ C ~  adwmres are much akin 
to those of the Mimce. 

THE MaETID OF HEiWSPHERIC REUTIONS 

Since the promulgation of rhe Monroe Doctrine in the 1820s, the presence of 
the United Smes in Latin America has been increasing neadily, not diminishing as 
some wiK state. Looked at from hain America's pakt of vie,vt the region contin- 
ues m be conridered by the U.S. as its backyard which presumably, in the interest 
of d p h e s  concerned, mum be defended against external threats as defined in 
Wshkg%or?. ?%e Monroe Docuine is d wy much alive, not in words but in 
practice. The difference berween its ori@d version and the present one is &at 
while at irs binh the Monroe Doctrine was meam to keep Eumpans out of the 
hemisphere, today it is addressed to a competing superpower. in this regard, U.S. 
axcitudes on international issues wirh regard m Latin America are very parodrial 
hd&. 

The serious U.S. fdure in its present hemispheric relations is in pan due to a 
sort of iaxteUecmd and mend Mock to accepting some common-sense p r o p -  
tions at the highest lev& of policymaking. The key propsition is that economic 
growth and related socidchange under any model, pmicula~iy in the underdevel- 
oped world, evade any sort of outside connol, since economic $rowth and social 
change encounter a wide mge of conflicts within those comtxies themselves 
independent of ouaide forces. The assumprion that rhe intervention of an mer- 
-d invisible hand in h e  dweOoprnent process can influence the incenslty of soud 
change conflict is st ben a liberal and naive dream. 

There is mother imp-t element to be taken into account in considering the 
potentid for ccowmic gowth in Latin America. Carlos Manuel C d o ,  former 
vicepresident of Cona R i a  and fom.er president of the central bank of that 
country, was in the Alliance yam d i d y  iavolved in the design and implmenta- 
tion of the C e n d  American ec~nomic integration scheme. He has insisted &at 
%e preen% c r i i  in Central America is not a crisis of debt, but a crisis of politid 
and economic viability.? The same is me of Latin America as a whole. I share 
C d c ' s  diagnosb, and I am nor particularly impressed by the statisxics on Latin 
American economic F r f ~ m m ~ ~  during the golden days of the Alliance for 
P m p .  

At the highest o6cid level all over the western hemisphere-with the obvious 
exception of Cuba-bth the Dech.rati~n of Peopks of America and the Puara 
de1 Esce Chmer were considered at that time as proof of a new era in contiatend 
relations, based upon democratic cooperation between the governments md the 



governed ofthe hemisphere. This enthusiastic appraisal of the mdrs ofthe Punta 
d d  h e  Conference w s  far from unmimous oxher Iejls. I was oxl,e of the 
skeptics in chis respect, as em be judged by the contents of a rather long essay on 
ihe Punta dei Esn pesdrs, published in Mexico City in October 196 1 .' 

The reasons for my &e&te criticism ofthe AJhce for P r o p  pmmises 
were rather simple. Afier having studied closely the pmceedinp of the Puma dd 
Este hemispheric summit, I realized that, to put it bluntly, in the best didon of 
most hemispheric and Latin American gatheping, that Bktoricaf meetings of 
minds" were long on words but short on cornmiuknts of all the parties involved. 
Latin American panicipanrs-agai? with the exception of Cuba-were in agree- 
ment in principle thar it was necessary "to make gear cooperative efforts aimed at 
accelerating s o d  economic deve1opment in Latin American countries so that 
they could achieve an oprimal degree of we1fm with equal opportunities for 1 
d e m m i c  societies."" 

On its pan, the United States cornmined itself also in principle ro providing the 
region with a considerable volume of economic aid and technical assiswnce. The 
U.S. commimems, however, were as vsgw with respect a, the h r e  implemefi- 
tation of the lofty AUiance for P r o p  goals as those of Ladn America The 
unbridgeable gap between rhetoric and commitment became dear shortly after 
the Puntit del Eke Cofifemce had adjourned. Iln its 196 t .session the W.S. 
C o n p  limired i d f  to confirming only the aid commitment already promised 
for tha: year and in part already disbursed. Lath Americans began immedktefy to 
dedicate a lot of time and attention to dwis'ig the subtle ways to water down 
their commitments. The bargaining process hat characterized US.-Latin Ameri- 
can poiidcal and economic relaoions in the pas, a hemispheric dub with minor 
members and "the majority of one: came back ro fife. L ~ M  Americans started 
sending sign& that perhaps they mi@ consider the pssibility of some reforms if 
they would get additional aid; the U.S. intimated that it might m a p s  give more 
money to the region if Latin Americans were to do what they promised at Punta 
det Este. In spite of the pressure of time and growing social conflict in the regiog, 
mbdy, however, became engaged in the task of dardying the commiments. 
There is at least no widace in that respect in the offidal documents of the Punra 
del Este meeting. The more closely one looked at their red, rather &an rhetori- 
d, content, the deeper was the feeling of deception. 

It is m e  that the ambitious objmivs ofthe founding farhers of the Alliance for 
Progress were spelled out in some detail. But who could have declared himself 
a.g&c a "subktid and smhed economic growth: "bener income distribu- 
tion: 'more equilibrated diversification of domatic economies: 'tational industri- 
alization: uagrarian ~foflsls: "regional economic integration" and many other 
badly needed reforms? One could have easiiy condud& that once dl these 
objectives were reached, the wenem hemisphere could live in a pm&e. Unfomr 
nately, the Punta del Esre documents did not adequately spell out how such a 
pz&e wodd be reached. 
L 

Every time rhe Miance for Progress founding fathers went from general pro- 



posds to pmicdar solutions and from declarations to recommendatiow, both 
soiurions and recommendations were written in a language not only diEidt to 
u n d e m d  but Ln~ossibIe to be analyzed with rationd and coherent criteria. The 
Punta dd Fsre ~ h h e r  was AH of terns such as "just prices: Yequitable treatment: 
u~dI-c~ncei~ eiid programs: hece55q flsriblrlityr "as far as possible: and so on. 
What did this language mean? While God in his infinite wisdom may know, many 
i-.~rnan bcL-gs found it impossible to answer this simple question, raised by cateful 
study of rhe 14 unanimously approved rwiutions annexed u, the  bun^ del Este 
Charier. Such was my immediate reahon to the binh ofthe Alliance for P r o p  
and tlor only my rde&ons a quarter century larer. 

3 .  Cxlos A%. CastiPb, Grim& and Intesp&m in b e d  America (New 'blork: Praeger, 
1966). 

4 S. Wionczek, "El nacimiento de la Alianza pmi d Progres~,~ h WO &l 
h r a  lhmmiccr 3(8), (August 2961). 

3 .  Ibid. 



she Early Day of$& J bllB: 

As most observers of America are aware, efforts to create an inter-American 
financial institution b e p  some six decades ago and represented a profound 
aspiration of Ladn Americans. These attempts received the support of the U.S. 
ahi&tntiuns in earlier days, but were twice rejected by the U.S. Congress. 
However, since the creaisn of the World Bank in 1944, successive adminkax- 
dons declined a, support an inter-American fmmcid institution. 

It is ironic, then, that the h d  decision m suppon the creadon of such a bank 
was made practidy ovrmight in Washington, for purely diploma& reasons. At a 
meeting on Augw I 1, 1958 with President Eisenhower and Secretary of State 
Christian Herter, T~easury Secrsary Robert Andenon learned that the W.S. 
planned to submit a proposal for the creation of a Mdde Eastem dewlopmen 

I 
i 

bank to the UN w o  days kter. Anderson immediately sensed that a new crisis in 
I 
I 

inter-American relations could only be averted by a prior announcement of U.S. 

I support for a dLvelopment bank for k i n  America, and so wnusded the Presi- 
dent. 

i A telephone C~.H to Assinant Secretary ~ i ~ h ~ d  ~ u b ~ n o m  pmnpted the draft- 
1 
i ing of a dedarasion, which was cleared immediately, paving rhc way for the 
i historic statement by Douglas DDiln the next day, August 12. At a hastily called 
i 
i me&g of the Inter-American Economic and Social Cound, Dillon announced 
i thar the U.S. was p~jpared to support the formation of an inter-herim f m -  

sid insination. 
President ~ ~ o w i ~ r ' s  decision to bzck h e  cseazbn of the bank was the last 

unilateral US. decision on the matter. Wencefo~k, Washington had to defend its 

views at the negociathg table, where on a uni+m=y country-basis Ladn American 
delegates ournumbered the U.S. by 20 ro 1. Mmv of the k i n  negotiators had 

-'* already participated in numerous debates on the smojea, white the U.S. side had 



not. Since economic disoum pining Latin America against the U.S. were normal- 
ly won or tost in negotiation, the Latin American ream were experienced neptk- 
tors. Indeed, ir is not far-fetched to say that Hispanic culture, with its emphasis on 
inteUea&m, has produced a large number of good negodators. 

Early discussions were led on the U.S. side by the State Depment, which had 
good biiinpai pemme1. But when rhe discussions reached rhe stage of the 
Specdized Commiaee for Negotiating and Drafring the Charter of rhe Inter- 
American Dev~=lopment Bank, the Treasury Depamene led the interdepsmnen- 
tal team. T~asury personnel had done ;nost of the drafting for the Bmon Woods 
kssitutions, and the tam had done its new preparatory work well, but the 
Treasury d had less experience in Latin American &airs. Most of the group 
were disciples of Seaaary George Humphrey, whose chief concern in prior Iatin 
American negotiations had been td keep the d m  fmm the U.S. Tr=ury to a 
minimum, and who stmngjy supported the philosophy that the p r i m  seaor 
should play rhe key- role in d ~ ~ o ~ r n .  

The Ladn American viewpoint, put f omd by rhe Br- delegate Cleantho 
Paiva Leite, was just the opposite. It favo~ed s u b m d y  greater public funds, 
with Latin American c~nuibutisns to be made in bcd currencies. 
opposed to the private sector per se, the Lath American ddqpzes 
conuibution it made to dwelopment would be iskdeqw~e. Thus the stage was scr 
fix a stimuladng codionaxion hter-~meficm iqotiathg table! 

The S p e d k d  Cornmitree work on January 9 ,  I 959, in h e  Coturn- 
bus Room ofthe Pan American Union building. The 2 1 countries were represent- 
ed by some 86 deiegatg, alternates, md advjson. It is heeresing to note drat . . i 5 
of the Latin American delegates, three of the panicipns from the 0 n 
of American States, and riw members of the U.S. delegation eventually came to 
play key manqmenr mIes ax the IDB; indeed, Felipe Hemera> head of one cf the 
nvo subcommierees rhac were h e d ,  bemme the bank's fm president-I 

The fim skirmish, &er the formarion of all the necessary cornmisees, was the 
srqgle over wherher or not observers would be admined a, the meetings-a 
fairly common practice at internadonat meetings. Tile 2 s .  took the view that u.7 
negotiation of a bank was nor an ordinary rneering and that the presence of 
observm was not appropriaoe. The Ladn Americans felr otherwire. Actudy, only 
~ n e  obsewer was 2i[ kue,  and his name was never mentioned. He was hi3 
P ~ b k c h ,  the head of the UN Ecanornic md Socid Committee on Latin America 
(ECLA), who had been an influential personJi9- at earlier meetings where the 
concept of the bank had been debated and was a %re of towering hteflect and 
p t  oratorical capacity, geady adrni~d throughout Latin America. 

The Treasury staff feared P ~ b i x h  as a left-wing eeunomist with ides abur 
Lash Arnericar. da7eIop~..ent that would be very costly ro the US. Thev were 
apprehensive that even as an observer, Pret'wh wwosld dominate the negoziations 
and considerably increase the U.S. anre to rOe bank. Everuudy Tresury won the 
skirmish a id  no observers were invited. 
On the f i t  working day ofthe conkrence, the U.S. presented a complete draft 



of a charter as wdl as a subw~Gve manomdurn ou-g what h e  rstiU un- 
m e d  bank should be and do. Ir was, from he  nepeiahg smndpoLnt, s master 
mke. It is fir wier to defend one's own dmfx from amck &m to craze a 
d-em f ~ m  smtch. It also probably reduced the negotiahg - prriod by 
m~nets. 

The doazimei~t w s  based on &e charter of the World Bmk. The U.S. ream 
could point out, off  the record, &at the Congress would be far more UtIy to 
approve a charter baxd on an i,~sxitution &ax ir knm and -mpectd &an one &at 
bmke c~~pIceEy mzw- ground. Afrer some minor objection, rhe U.S. draft be- 
cszc t%- basis d ncge~iations-and no ofher working document was presented. 
%ceh_ol,, me drafr chwLer was worked over e~snsively. The h .  Amei- 

m ~ B ~ ~ G G Z E ~  were SC?RS~~V'  to wording per se, as weii as to the qugtian of 
f~tisre ilterpra~tirst~ of the dccument. The purpose finally wee$, h e r  many 
hours of Oisc~ssion. wss "to canaibute to the scceleation of the pmcess of 
economic dedoprncnt of the member coun~ies, individudy and collmiveZF 
Tn? U.S. opp~sd  thg me of the word "coecinwly~ oseensib1y for its Marxin 
consoa- 6m r d y  b e a ~ s e  it was a carchword to commit the bank to 
finwchg inregraxio:~ projects wirb significmt finadd implications. The U.S. 
dosumenc h2d s ~ ~ ~ d y  s rl the phrase Vpfi~mote Larin Amem="i dedop- 
mmt: Ckmgig &is to erare rhe promotion of bzh h e r i m  dzve1- 
opmenr' ai$r appear a, be z minor semantic maner, but as a Latin American 
writer later noted, the Latin American countries, in achieving the use of Ehe word 
ua~~ekerate: put kto evidence the &nmic scope that was to be one of the 
anribues sf ehe f~:ure b ~ i ~ n i r ; l g  of &e bank. 

Of more h e & a r e  import wzs rhe question of the bank's financial ~ ~ c e s ,  
the m ~ ~ r a t  of ezdr coufitry9s comribution, &e relaGomhip capid in 
doG8r3 and other nation4 (bm frequmdy nonconverdble) cunencdes. and a host 
of other comptor fmancial iss~es. What portion would be adable for "hard" 
loans frepzysbfe in the currency Lent) and what portion for 'soft" bans (repapble 
in local currency)? How much of h e  hnds would he adable as paiddin capita 
and how mwh wodd be gumtee capid, to be cal'ed on only to mea a 
potendat dcfaut in the bank's bonds? How was rhe d ~ e  of local curremy capid 

The dk~m~i6n ovrr capid l d  many weeks. One of the thornier issues was 
the amount &at the U.S. would contribute. TIie i n i d  U.S. propsd was for a 
tad capi~drzat:ion of $850 million, indudkg donan and local cukencies, paid-in 
and gu.rmt:ee capital. Ofthis total, the U.S. would contribute 1400 million. This 
was countered by a B d i a n  ~ r o p o d  for I S b$hon, a Chhi.n proposal for !Zi 1.25 
" . 2' 
~duon and a Cuban pro for a xed capidnaeisn of $200 million (one bf h e  
fm suggesgions made ba-prctth3y an bdiator that the C O ~ I ~  did not 

I 

t intend re join h e  bank). 
In the end, tire U.S. a p e d  TO a r o d  cap e.on of f 1 billion (ar, k c m e  

I 
j of $150 maion in pam~eee capid ,  plus 2 pledge ro supporr a $500 mil- 

l Iion inam in pahatee capital when the original resources had brm exhaust- 



ed. Of h e  $ I biZI,is:i, I I ,cO miliios wac ailocared ro a newly named Fund for 
Special C ~ X S ~ Q A S  (FSO) with low kinreresr rates and principal repayable in lo& 
6 U E 2 n ~ ~  

It wG Brazil, &mu& its able negotiator C,eimrho Rlva Leire, that astounded 
other delegares by s u ~ e ~ i g  thu kdusf:idi.zed courlpies outside the hemisphere 
ihould be eligible for membership, This 3ec  was scpm~od by Chile and one or 
GK adher counuier, despite its novePeF l%e U.S. and most Latin countrig, 
7 iI0HfeVeF, ~ k h ~ d  (C mZi.kG3b the herrad.bad hemkpherk character O ~ ~ U ~ U X  WgO- 

tiaiuns md rhc pmpsal PAIS rejected. It is too bair that Pgva Leite was not still at 
rhc Gmk when, $0-e 1 4 year later rhc CS.,  jred of bdqg k k e d  into a solitary 
comer. agreed EO p m i c i p a b  by C O U ~ E T ~ S  oa;tsj.de h e  hemisphere, making tbe 
ID3 a ms a? World Bak for h r i ~  cAm~rSca- 

Tne ques2iW of where the back wodd 'ne bcated was bcxh e pmcpicd and 
em~tionai rsuf, and one about ~ihiid, ~ ! e  V.S. had ~ o n g  feeLcgs. Shce the h I k  
bad been conceiwd fmm the bqjhning as a predod?-mdy bth Ancrinu 
b t ~ ~ i d o n ,  tlerc YJS r o d  to bc s&d for h s k g  iti headqumers in lath Ameri- 
a. If aoihirg ek, it would &stance the bmk from day-to-day U.S. khencc and 
a p&ibIy hode pPqs. On h e  o&a hand, a &dn America si~e-Y or,e codd be 
agmd upon--w~&d subject &e bank LD lwd ~ ~ G Q T S  such is mHu8ions and 
em3quake;, and communiatio~%s with other c 3 u n ~ e  would be ies d5deam. A 
Tocation 3n; the U.S. would fac&&re c~~rdkation with other multif~terd imtim- 
eio~s, a well as with Iafh A m e ~ m " ~  embassies, &e OBIS, a d  AEE. There would 
dm be easy c o a a  wi& the U S ,  drnh.i~tm&m md, far kcttcr ue: for worn, 
wirh the major murce of fund approvd-he US.  C o n p .  h&aps most impcr- 
m d y ,  it wadd fzcilitzte cannu?. with ehc capita! markets of&e worid. 

bbrw.ian ~meeded ,  it ber:at*me evident &at ody rao countries were offer- 
k g  to pxwick a sire: Ve12czuei.i~ aid the Urted Scam. A p 
was &en, which came out $ 0 8  in favor of Wkshhp.9, w 
~bs&&g,. B-2 ?he nc.s ses5!33, the ambm.$Iom from Ecu 
m an unapaed a$pearmce as kez& of their respective ddegaions. 9he Ems- 
40+~ arnErr-dor made an +vent spe~:!~ praising bod. Veaezdla a d  the 
United Srm,  end then requested a second round of voting tcr decide whder the 

n E.F site should be 'in *e Uni& Srares oc in h i n  h e r b .  I nis subtle digEomatic 
maneuver -permined a number of Latin ,%rics% co3ntPies m ware for rhe Unitedl 
S t e s  w i & t  ~foxi~g for %&shk&~on agaks~  Cwes .  Tkc vote was 1 f to 6 in 
famr of rhe United Srates, and afrer brief discrdeas d NLW ' . ,  Loa Angeks, 
2nd M d m i  Wshingon was chosen as the ske for rbc new bank. 

Ihe mxt, and perhaps mos dif%cult, pr~bkm fa&g the negotkthg cornitme 
was to esablith a procedure for choosing the bank's dirm3n. The U.S. propsd 
recummended six dk-eors, each wich an alternate, ro be e k e d  ior taro-year 
rem Since the prepo,?derance of their weighted mting power entitid L%C V.S., 
Brazil, and ~ r ~ e n t & a  e%& to appht  a &RC.~:O~, odf &KT dkeao; ~siirions 
were left to be divided amocg the remainkg camtries. 3 3 1  Garmula sperked an 
intense: debate over the ph3osophy A - of weighted vodng based on capital conuibu- 



don 'i.'f:~us the accepted Latin American custom of unitary vodng-one country, 
one vote. 

ns were raised, debated, and rejected, it was finally decided 
of dkeaors ro seven, have alternates representing other 

countties (except for dre U.S.), and incrcarc the term in ofice to three years. Four 
of the directors wodd be chosen through a vote equahg the total of the 
weghted vom cast by the hgessr and smdest " s a ~ b ~ ~ d e r , ~  and the others wodd 
be chosen by a mapity of the unitary vote. The US. delegati~n prudendy left 
this matter entirely to tile Lzin American members, ha6g long since learned 
drat when dealing with issuets that concerned only La& America, a U.S. presence 
was less desirable &an its absence. 

By the dme this decision was readred, three months had elapsed, all the 
imponant issues except the name of the institution and the selection of its 
president had been agreed, and eveqbdy was tired. The decision on who was to 
become president was left to the Ladn Americans. With respect m the name, 
some mwhg exchanges rook place. One suggestion was Banco Intehamericmo 
de Fomento, but the word "fomenton had unpleasant connotarions in the banking 
community, where a number of bad loans had been made m institutions using 
&atp word in their name. So "desarrollo" was substituted far "fomentow and the 
word ueconomim" was added: the her-American Bank for Economic M o p  
ment. This was generally accepted a m ~ l g  the delegates undl the Haitian reprseD 
=ti= pointed out rhat since ~t imudns are usually known by their acronym, 
francophone countries were unlikely to take an organization called BIDE very 
seriously. So the "E was dropped, and the bank became known ss the BID in 
Latin America. 

hoking back, it can be said that this lengthy period of negotiatia~ produced 
wm&ing very impomt bides the formation ofthe bank ?he North American 
snd h z i n  Amepican negotiators came a, know one mother wy well; indeed, 
became fan friends, and a number of them subsequmrly worked mgher  for 
many yean in the BID i fellowship - a good onen for inter-heaicm 
relations in years to come. 

The nomination of Robert Cuder to be the U.S. bmctor of the BID was sent to 
the Senate in Onober 1PS9. Bobby, as everyone d e d  him, had a long and 
dh+Hed career as o lawyer, corporadon counsel, U.S. Army general, banker, 
and head of the planning board of the Narional Security Coundl. At first blush. 
he seemed an odd choice fix the new bank: He spoke 30 Spanish and was only 
slighdy acquainted wi& Latin America. But as it mrned out, the choice could not 
have ken a h e r  one. 

Cuder was a close pcrsond friend of Presideat Eisenhower's and had a great 
capacity for human warm&. He was not a man in a gray flannel suit, nor a man of 
ineasund merriment. He could, and did, lose his r a p e r  on ocasion in board 
meetings. Afrterwards, he could, and once did, aec~5:e a pmo &bk with a table 
dorh and a w d h g  surrounded by s d e d  and admiring h t i n  American 
directors. He was everything that Lati? could hope far in a represe~tatdve 



of the U.S. pvemnent: He h%d prestige, he -as pdicirdy weE-conecrd, he 
was a scholar and a gentleman, and he loved to be ~ i t t  his x w  Latin Aroericaa 
Prim&. He also an mmrdin5~43. hard werker-60 hoars a week was his 
norm -and an o u c . ~ d h g  adwhistratator. The choice of Cutler as U.S. director 
was the ggea0:eL;C complierit rhar the US. could have given the bank. 

Cutler's role, howeverp came ui3Cr quaion in the early period of the Alliance 
which saw &e BE? as e t;cy pan of its financial s a w .  When a 

subsa~al  part of rke f TOO rn9ion of the Social Progress Tmst Fund was assigned 
a, the BID for adrnhi~mtion, .blowing the Act d Bogoa in September 1961, 
headikes appeared such as: Wse d Syik for Iadn aid assailed--Cutler criticized 
as consemdve" and "Some Iiberals objea: Cutler's role in Latin sid under White 
House s r ~ c i j - . ~  Columnis h i a n d  Evans wrote that a cof.rwdw banker mi& 
not be best suited ro the kirtd of imaginative risk-talcring &a rhe foreign drd people 
believe is neklasary to pmote land aid  socia! refom. The fear was that bankers 
such as Curler, by nature conserarive, u-~uki not get behind red &rn toward 
mcid reform and &nge. 

Subsequenr events showzd these fibed concerns to be unjusdfed. Indeed, 
Cuder noted in his memoirs thaa his fellow directors rejoiced n, find a None- 
mtficano with urgency zo get d ~ e  bank's money out ro work in Latin 

as soon as possible. Jim Lym ?ec& thai on one occasion Bobby broirght 
every pressure to bear cn htn a, move fo~wird a housing loan to B d  in 
mticipaluon of a visit by Prcsiderrr Kennedy. There was no project, no borrower, 
no agreemenz. Bur, 'By I @  P&: said Bobby, "you're going n, ga that loan out!" 
So a.gaimt the bmer judgroqnt of rhe US. staff, the loan went forward. A shon 
dme later, Tresidenr Kennedy aaceHcd his aip. 

As rhe mzethgs of the Nqptiating Committee d i w  to a dose, it was recog 
nked that a number of mil- requid  attention in prqawtion for the tun 
rnedtg of the hard of governon. A Preparatory Cornminet was mated wirh a 
mmdate rcs ch?Mne in Se~~ernber and ranain in session mxii d ~ e  govemo~s' 
meetkg k.p+ b o n g  &e hesr3es to be worked on were dmminkg a procedure 
for elecrbE &Y bank3 pxsident, choosing 2 site for rhe gowncm'  meeting, 
prep* &rag ~ C W J J J ~ Q E L  the me&$, a d  QetermKmg procedures for elect- 
ing new c33akr~. - f i r :  rnrnr21iree way aka asked ED kg51 Imbg for a sire for 
the Waskkrp~n h t 8 d " , ~ 2 ~ ~  md t3 rev& re,* ajminkratiw and oceatthg 
~ ~ r ~ ~ ' * i r a  oi the Warld Bank. 

Mea i m p r ~  -lr, dte wiami3lu was given rhe rspomibity of eoswLng that all 
iuc-me members ot't::e bmk would ~ ~ m t a U y  join before December 3 1, 1 959. The 
Chaner d r d  for 8.5 pelcent of die ccountcies, by voting power, to haoe deposited 
theit instrumen% of rat&cai~ion before tRag daze and u, have made a sm& pay- 
Gent on ca@d accowt. Kdth war nco dome, the wk.de operation would be nult 
and void. 
By November the outlook was paor. Cuder wrote: ''I am deeply concerned 

&a wz are. not going ro kltw a bmk in force after dl. ?he l&w of the 
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kmerkan countries is de%initeIy not andemandable. . . . I must say, to a prudeat 
man h e  oudosk seems mq&y 

But Bobby underenimated rh rminadon of rhe members of the Prepate 
ry Commixtee. The fanet$ out through the capid cities of the f mmtfia, 
paying their own expenses, and nagged the govemmems for congre*onaPI mion; 
sometimes they men helped dtaft the necessary legkiacion. Cuba was a special 

. Its delegates had participated in the Negotiating Co and Foreign 
ker Raul Roa had signed the agreement. But when Jorge Haem visited 

Havana to obtain the ra3~acEon documents, it was mother" sroly. Fefipe h s  
had been replaced as president of rhe c e d  bank by Che Guevara, and when 
Jorge met wirh Che at 7:00 one morning, Che denounced rhe bank, said the U.S. 
was gating off roo earily, the wid was inadequate, and that Cuba wodd not 
join. Despite this rebuff, the dili6n.e work of the Preparatory Committee paid off, 
and by December 3 1, some 87 percent of the countries, by vodng power, had 
officially mtified their membership. 

The= was never any question that rhe president of the new bank would be a 
Latin American. The formal election was ro take place at the fvst sneering of the 
governors &I Et Salvador, xheduled for February 1960. It had been previously 
a g e d  that to be eleaed, a candidate would need a majority of the weq$tecE votes 
and airo a majortty of the individual country votg. The U.S. had sated it w d  
stand aside and support whatever cmdidare was chosen by Latin America. 

As months wem by, it bename evident that three candidares were in the run- 
ning: Felipe Herrera, a former an tinance minister, manager of Chile's central 
bank, and a director ~f the A second candidace was +ado Gopete of 
Colombia. He, m, had been manager of the central bank, and was a well-known 
private banker and former president of one of Colombia's largest and most 
prestigious commercia banks. The third candidate was Fernando Berckmeyer, che 
P e m h  ambassador to rhe W.S., who was highly estesmd jo diplomatic circles 
in Wsbgton, but had played no role in the fornution of rhe bank. 

The juckeying for vures cook place through personal communication in Latin 
America- According to the reco~ection of those involved in the process (forma! 
records were not kept), no agreement had been reached up to the eve of the 
governors' meting. Ignado Copete had the support of some of rhe 'coffec corn- 
pies: with the particular exception of Brazil and El Saldor. Felipe Herrera was 
backed by the larger countries but did not have a majority of the country votes, 

and Barkmeyer had one or two key votes. Diplomatic cables fmm the tield 
indicated that an impasse had been reached and that a dark horse candidate might 
be elected a~ the Bast minute. 
This presented a dilemma for &e U.S. Both Herrera Copse were accepta- 

ble to Wmbgtor., but a dark hone, in those days of turbdmt inter-American 
reiasions, was something else again. Should tihe U.S. rake a posirion or shouldn't 
it? To do so might cause lasting resentment. Not to do so opened up the risk of a 
new, and possibSy unacceptable, cmdidate. 



Senior members of the US. detqpti~n recall that rhe matter was brought to the 
artenliion of Secretmy Anderson, who dedded to back Fetipe H e m ,  m 
efeaion certain. However, Phfkel Glower V~&P+SO ~i El Saivsdor r d s  &at on 
the eve of the eIedon Herma had only ten sure votes. At that point Vadiviao, 
representkg a country that rnmngly supported Her-, cornacted the Haitian 
delegate, Hibbm, and urged him to cbmge his vote from C o p  to Herrera, in 
i ~ u m  for which rhe smaller counxries would support Hibben's e1eaiorr to the 
bead. Hibben changed his vote, Fe1ipe Herrera receiwd the necessary majoriry, 
and Hibkrt became a member of the fm bard of directors, which w d  haw 
been udkeIy without s p e d  circumaances. Cogete, a gaim loser, played an 
i m p a t  role in che hmre development of the bank. 

pCning ceremonies for the &=sheering of the board of governors were set for 
February 4, f 960. The meaing tmk place in §an Salvador, where the delegases 
were a~ temked  lavishly by tbe LF~utteen Families" whose haden& the b d  
would soon hen: a resp~sibiliry to break up as part of land reform ei50m. When 

a&&, however, the meetings could no: be@ because Venezuela 
had not yet deposited rhcir insvuments of raeZ~cz!tion. The meeting 

adjourned. The finace and economy mkkers finv off to visit neqghbokng 
counvies while ahe Secwmhe worked dgsgemdy ur overcome the legdiries, and 
when cvevne med the roster wss complete except for Cuba. 

The tone of meeting was set by S e c r e q  , who h e r   be first 
mund of speeches invited the govergors to a private m at which he empha- 
i i d  the need for subdud rhmoric =d a dear fwus on the bank's h r e  
ope%;%~eoazs. He pointed out thar rhe international prcrs corps was waiting avidly to 
repon on h e  rdirional and frequendy acrirn~mious debate between lath 
America and the U.S. Avoiding thir pitfill, Andawn stressed, would help show 
the saiousne~s of the new institution, which in nun would hdp the confi- 
d a c e  of he a p i d  markets. See Anderson, with his sensitivity m Latin 
Am&= feelings, wats prob&Hy one of the fgw North Amerrcims w b  a d d  Rave 
said this w i h u t  giving oflense. His appeal was &aim; a few days later the p m  
drifred wayP bored by the lack of fireworks. 
The work of the Prepaaao~ and Negodaahg Committees had been effective, 

leaving only a few orphdonal matters to be atand& ro. FeHipe Hema was 
elected ~re~ndefkrt for s fiv%ysr term, and rsporrrded w& thusudy brief re 
marks, .& which he said: 1 am ccinvinced that only one atxitude and standad of 
values is psrble  - total dedicaion of all our &orrs, d S, l~yaltig~, and dutm 
to conwlidadon ofthe bank and fuff.'idmenr of its pr~mke in terms ofthe pmgress 
of our countries." 

The BID fomndy opened irr dmn for buskes e@,t momhs later, with over 
2m loan quests  m be processed. In its ;5m year, which corrspndcd approxi- 
marely to rhe firs year of the ABiarnce for Progress, the bank cornmid  atmost 
$ 3 0 0  mi&m in vxne 7 3  dif%ere~t opemiom-s wBume of loans nor equalled 
during the aart decade. The bank was thrown h c 3  the vcm of conilia betwen 
~pporters  of peaceN ~ v d u t i o n  through rille Alliance and consmgtive mistance 



ut socia! change; bemeen proponeno of the primre ~ l s u s  rhe public seaor; 
b w e m  conrcmpive insistence on a careful, prudent ban- opasdon and 

to gm tht fadnk flowing to Earin America. Ir was also caught in tbe 
of national sovereignty (and i~ share of the 

loans) and US, arm-m-hg toms m a country whose political action or 
ph30s~phy it oppsed. 

b m k  bad stzfff~orn 2 I counzries who worked iP? three and mm&a four 
differenl impages; and among its naffcoLlld be found wide d i e ~ n c e s  in m1md 
backgromd and dmhistmix ph30wpby. But above all, ir was an instituei.on that 
evoked great loydties and S U ~ ~ I T .  The ~ & c e u ) i * *  between Latin American and 
Nonh Americm st&$ between Felipe Henera, Jack Kemedy, anand Dou&as DUoe 
(who he governor of the bank in early 196 I), between Bobby Cutler, =the 
Hill: and the conwlutecl bureaucracy admiakter'q the U.S. end of the Mhce 
was all aceEent. In &3se early days, everyone wanted a, protect the lusty Lfant; 
everyone wanted the baok to succeed. Felipe Herren was himself phe pasond 
embodiment of the aspidons of the Alliaice for P m g s ,  and nowhere did i s  
flames bum more brighdy rhan in the Inter-American Dewdopent Bank. 

I .  Irkio Mendid, Cleantho Eelte, Julio Weurtematte, Federico Tsserhp, arrd 
lp& Gpere all became &aos. Jorge Hzexa became head of administmion and later 
secagary of the bank. Pedro Imiiet2 b e  the b w i s  fira sweq. On the U.S. side, 
Eldng Arndd, Alex Rosenwxp, Jim Lynn, and Bob Menapace all m n d y  served in top 
positions ac &e KPB. 



7 3 8  Alkiance and i ~ s t i ~ t i m a l  
Devetommt in htiz America 

No definitive assessment ofthe dUimce for Progress has yet been made. In fact, it 
is doubtful whethex &ere will ever be a final appnical of h e  AUianfe. The nature 
of the program i w i f  prevents an objenive judgment being made an its relative 
success or failure until the passage of h e  has tempered the emotional responses 
rhe A.ltimce d l  provokes. 

The Alliance, like d other development p m ~ m s ,  was essemiatly political. fx 
was based on the belief that progress can be more My achieved &rough the 
cooperative efforts of people fmm digerlent nations, wirhin genuinely democratic 
societies, and by rhe joim action of rbc public and private sectors. The A l l i v ~ e  
4x1 recognized that development is primarily the task of the people of developing 
nations, a ask go which outsiders a n  contfibuce, but which annot be achieved 
froarm the ors.side. *fie Charter of Puma dd h e ,  which embodied the basic 
prkcipfes of the h r e  for Progress, attached equal importance to economic 
and social development, idenGid popular participation as the key fenor conuib- 
wing toward i m p r o d  living condidtons for the people of the hemisphere, ac- 
knowledged dre i d rgg  influence of government and its mpomibdity for fos- 
tering cons~ctivc change and building more equitable and wealthier societies, 
and accepted the mumally suppniw role of both devdoped and dmlop'mg 
AmericaE countria in the purrnit of their common gods. 

F L d m g  axrent oPiiidn in the United Stares on both development and inter- 
American rdations mm counser U) the spirit of the Alliance. Incentives for free 
enterprise and insinace on the v i m a  of the marketplace are at the core of ewy 
recent U.S. inidarive for coopempicp~~ with Latin America and the Caiibbem. 

3%~ siovs premtedt in *& pqxr r&m ~ ! e  au&o?s p o n d  opiiiorfi, not the official position of h e  
~ J z a z i o n  dh~edcan Swes or Irs General Sec&t. 



These tenets a- also an integral pan of every United Sates-sponsored bilateral or 
multilateral pmgmn for hemispheric development. P r d g  d o h e  states that 
the "excessiven size of guwrments in Latin America poses the main obwde to 
development of the region, and privatization has been recommended as the most 
important $oat to be achieved. Economic objectives supersede social targets. Dt- 
wlopmmt coopemion schemes are offered ro the ddophg  world, not devised 
with their inpur . 

Without paaing judgment on the relative merit of their approach, I suggest that 
the sponsors of the current philoophy on d e ~ ~ t  mopemtion-and their 
numerous foUowers in political, academic, business, and civic circles-may not be 
able to look with impdaliry at the accomptishmenu and shoncomings of the 
AUiance for Progress, which was based on premises contmdiaory to the d&e 
now in vogue. 

Latin American s&oiaps and politicians, ss well as the common pason, tend to 
think &at the AUiance for Progrss was jut mother palitid p m p  whose basic 
objective responded primarily to the United Ssates' narional interests in hrin 
- h e r i a .  They seem 'EO forget &at the original d s  of the Alliance were Latin 
Amern~m. The ideas that gave binh to the program were first expressed by 
Presideatsjuxch~ Kubitschek of Brrpzd axad Nbem Weras of Colombia. It tmk 
the vision and wisdom of President John F. Kennedy to engage the United States 
in the cooperative adventure of ddoping  Latin America. However, President 
Kmnedy's sponsorship of the Alliance was in Rspnse a, a Latin American 
initiative, which was presented by Latin American leaders in line wi31 the region's 
own perception of Ls interests. 
In &eir frequent leanings toward ideolopjca positions and thdr excessive zeal 

for regionat autonomy, Latin American analysts seem &o at a loss to mess 
objeaiw1y the results of &e Alliance. Their conclusions are often tainted by their 
innate minrust ofthe United States and their failure to ~ o ~ e  that internadon- 
al coopention, when based on autonomous decisions. is not kcompatible with 
setf'-daemination. 

There are fmdy those of us who were directly involved with rhe Alliance for 
Progress, ar different l eds  of responsibility. We are not yet fm of the h a  
mystid  inspiration of those enlightened ha. It would be unfair to ask from us 
an unbiased evaluation of the A h c e .  A salient feature of the M h c e  for 
Progress and those who Led it was the capacity to enlist people from all walks of 
life in a rask in which they believed with an eagerness that many of us miss in 
today's endeavors. Our objectivity is impaired by our undying faith in the validity 
of those basic principles that inspired the Alliance. 

Enough for the emodond reactions of the Alliance for Progress. There are 
othu, morz concrete o b d e s  that hinder an appraisal of its rauIrs. The most 
Lnpomt r e b  to the difficulty of measuring social changes. The development 
process comprises the intermion of many socid forces; ddopment itself is the 
rransfomarion of wciety deriving from such processes. Unlike physical change, 
which can easily be quanrified, social mutations defy anempts at measurement. 



There are, admittedly, many social and economic phenomena hat  can be 
messured, or at least ascssed &mu& adequate proxies. ?he system of 

nrndional accounts has been devebped, for instance, as a way to qumtxfy manges 
in globd production, uace is origin, and iuustraa its srmeture. Some aspects of 
social wc1fm can also be satistically described by, ffor aimpIe, employment 
nra, lirrracy Id, school mendance, child snd general moRalivt and life 

In some rdatively more sophi-timed nations, income and weath 
disuibution staristics are adab1e. Furrhemore, the depth and scope of change 
itself om be gauged through data on per capita income, indusrri-on, '3rban 
growth, and population orpasion. 

The deveiopment path has fxquently been undemwd as the gradual approach 
of dewpiping nations to those key economic and social indicators cha.mct&c of 
rhe indslstrid worid. If this were a correct u n d e m d ' q  of development, it would 
be possible u, measure advances iu achieving it, wid& hitations imposed by the 
quality of available mGcd data and rhe dificdties in weighting the relative 
impor2aqce of &Yerent indicators. Development, howew, is not just hiat ion of 
alien panems, which is at best only one dimension of development. Ikdoprnez1t 
is also the enhmcement of indigenous cultural, technoIogicd, political, and soda 
dues, and most impomdy it is affording people choices for living thdr lives in 
ways thae ensure the full realization of their potential. These inaqgible fca~res of 
ddopment ,  while i n t d a d y  mifiab1e, are noz suimble to measurement. 

Some goals of the h c e  for Progren - per caprta economic growth, levels of 
adult literacy and access a, p r h q  education, years of life expeccancy at binh, 
provision ok drinkable water and sewage & p a l  to urban and rural popdations, 
e d e r  of real and financial resources to La& America-were expressed as 
concrete nufiierical targeu. Others- higher agricultural productivity and output, a 
more equirable distribution of national income, export diversification, acceleared 
indust:riWion, eradication and ~onurol of endemic and epidemic &eases, main- 
tenance of mb1e price levels-lent themselves to quar?tifcation. 

One salient example of rneasuTcmcnt of the results of the All iv~e for Progress 
is reported in the 197 3 OAS Inter-American Economic and Smid Council (CIES) 
pubiidon, hti7il American D p ~ e W m  a d  abc Akam fa Progress. This is 
probably the most accomp1'&ed ar researching and presenting in an 
andyzicaf context the effects of the ce on the vxiabIcs ir was intended to 
modify. The study featured numerous derences and summary inte~prmtim of 
m r d  n0nquan~ab3e features of the AUiance, bur it fded KO sap- the spirit 
of the hemispheric program bemuse its authcrs were eager to remain within the 
limits of an objective and numerical interprmtkm of hinory. It was also unsuc 
cessful in uying to isolate the effects of the Alliance from &use of many other 
fmon at ply  during rhe 1960s. 

The ide81ogicd aspects of the M k c e  for Progress have also been the subjea of 
much scrutiny and appraisal. The interest in the doctrine from which the AUiance 
oripsed is reifS.ected, for instance, in mast of the contributions of this volume. 
No rnaxter how thorough these presentasions are, their scholarly quality cannot 



overcame the faa that they contradict each ocher in some cases and, as a set, are 
incondusive as an evaluation of Lath America's develtapment during the decade of 
the 1960s. 

There is another, more mundane aspect of the Alliance for Progress which has 
nor meiffed the attention it desem.  One i m p o m ,  bnglarting contribution of 
the Afimce was rhe improvaoent of what could be described as the tools for 
devdoprncnt: The A l h c e  so+ a, have an impact on ]Latin America's h i m -  
tiond fmmork for development, and to encourage a pragmatic inter-Ameriican 
approach to cooperadon for development. 

The most imprrant direct ef%m on institutional build-up was the enhancement 
of planning as a tool for progns. The Chmer of Punta dd Este linked transfer of 
resources to Latin American nations a, the preparation of longterm development 
plans by those natiom. The plans were to cornprix both emnomic and social 
gods, including rnaxhizazion,- of dome& e~o&,  rationdiizatun of the external 
seaor, and the establishment of objenives for the public and private seaon. The 
Committee of Nine, a group of dkinguishd pmons from the hanisphec, was 
established within rhe O M  to evaluate those development plans, &cuss with 
governmems ways to improve policies for achieving nationally adopted pi&, and 
present recommen&tions to international fmancid agencies and cooperating gov- 
ernments on the amount and quality of extemd cooperation requiml to sde- 
quarely implement the plans. The Committee of Nine laxer gave way to the Inter- 
American Committee on the AUiance for P m p  (CUP), an intergovernmend 
body that was most influentid in the implementation of the Alliance. 

Although deve10pment planning had taken place in Latin America before rhe 
beginning of the Alliance for Progress, m d y  duough pioneer effom by the 
United Nations Economic Commission for Latin America (CEPAL), p 1 k g  
was at a very hdpkix srage 1961. Lured by the prospect offered by the 
AUiance for P r o p  of access to badly needed enema! rmurces, Latin American 
governments seriously undenook the task of nrengrhming their planning media- 
nisms and improving rheir @wing skitis. 

By the end of the 1960s, planing had become a widely accepted dm10pment 
tool in Lath America. Comprehensive long-term d ~ ~ u ~ n ~  plans were pre- 
pared and presented for evduariion by the Cornminee of Nine with increasing 
degrees ofsophkxicaeion and pmfasiond authority. The expertise ofthe members 
of the Committee of Nine and the very profissional way in which they ap 
pmached their task made an important contribution to the impmvemenr of 
pLmnhg in lath America during the early 1960s. Government &cids in the 
region respected the Committee's assemnem and h& its recommendations in 
hgb regard. 
In many cases, the operarional aspem of the general development pians were 

nrengchened through the prepamdon of public investment p r o ~ s  and seaoral 
development plans. Planning agencies were endowed with-mi~isrerial authority, 
and on occasion they rrported directly a, rhc presidents of their countries. Plan- 
ning b u d s ,  frequently chaired by the pesident of the nation, gaduakiy became 



rhe cemer for decision-making on economic and social policy. The consotidation 
of rhe nationd planning agencies and the hndamend Lnporrance of develop 
menr plans in guiding poticy contributed to a wry large extent to Lnproying the 
process of decisioa'i-makbg in Latin America. 
Thne were, however, several shortcomings u, planning as practiced in Latin 

America during rhc Aliiance years. The emergence of planning agencies as strong 
gove rnend  units was not always welcomed by the public s e m t s  who had 
uaditiondky been in charge of some key aspects of the economic process: minis- 
ters of hmct: and economics, chairmen sf central banks, or those at whose 
discretion the m s n p m t  of the bdk of fiscal raources had hjstoridy been 
left, such as minisew of public works and agriculture. It was not enough fiu 
indude rhe traditional cenrers of power on planning b o d  or ro ncempt to 
persuade them that planning was not a threat m their au&ority. In many in- 
sea,ctces, planning agencies became isolated from the executing institutions, and 
plans came u, be exercises in hdy, lacking support from those who, nor directly 
involved in their pwpmtion, were nonetheless essential for their implementation. 

During the decade of the AUiance, national development pkns were supposed 
to c o w  both the public and the priv~te sectors, as should be the case in the mixed 
economies that are characteristic of Latin America. Hwmr, in only a fm 
exceptiod cases was dne private sector redly involved in the prepamtion of the 
narional pian. As a result, ewn when the plans had gowrnmental support and 
were s gidehes for public policy and practice, thq. were not supported by 
private entrepreneurs, wtao were the dominant force in most La& American 
econoriie~~ 

A very- significant wwealtuzes of most Larin American development plans during 
the prid was the lack of cornme proje*, XI achieve the broad guiddines of rhe 
plans themst.;-m. Planning became incresskgly sophisticated in &e areas of mac 
r ~ d y s i r  and projections, bur due re$ard was not givefi to the prepmuon of 
individual ?mjects drat would provide the solid backdrop necessary for &ecPive 
implemen&tion. Adability of projexs acceptable to the intemationd finmcid 
institutions and go~emental development agencies became just as important as 

pedomance under the gods of rhe Charter of Pdnta del Este u, 
ensure acces PO memid funds. The impoflaace of projms was a powerful 
incentive for improving the techniques of propct identification, preparation, A- 
uation, and impleanentgti~n. However, the lack of h& gudity projects remained 
a serious constraint for must hth Ammican eoarnwies h e  ~ m c e  for 
P m p s .  

S&g in 1964, foliowing a resolution adopted by the ministerid meetkg of 
CES in S ~ Q  Pado, Bimi]i, the y cycle of country reviews afforded an 
additional incentive for the uslpravermcat G: phning in Latin Antc~ica. The 
rernar&le, bur somewhat academic, approach ro aaluarion of developmmt 
plans by the QfnmittCX of Nine gave way to a more pragmatic pra~ice of a n n d  
-men= of the relative accomplisliments of each member m e  and i ts  need fop. 
external ampemtion. 



@E gave h e  Inter-America Committee on the A ce for Progress (CblI?) 
ihe mandate to mimate periodidly the needs and adab'ity of a t d  re- 
sources for each devekoping country in the system. Given rhe intrinsic limitation 
of hnmdd resources adable  from m e d  sources, such estLnates implied a 
recommendadon on the disuibution of resources among pamciparing countries. 
Each panidpating country in La& America voluntarily decided to rake part in 
annual country rwiew meetings conducted by CIAP wbcomminees. They pre- 
sented their development goals, evdusrcd the admces made in achieving them, 
assayed rhe scope of the domesic effortt and quantified the amount of s a d  
fi~arncing needed to complement national saving in the context of the nation's 
socia{ and eco~~sornic targets. Smiqg in 1 9 7 2, die m u d  country review of the 
United Starer was hdd, andyzing the epfects of &st country's economic and 
cooperation policy on Lath America. 

Documents independently prepared by the CIAP Secretariat, afar gaEfreR"g 
hh-maeion md somdthg with the authorities ira the country under reviewt were 
presented to the subcommittee rnembus as background papers. High-iwel gw- 
emmenr offrcids s u b m i d  formal presentations on the main aspects of their 
nat50n9s development prnass, and participants in the miews-representatives of 
major donor countries and agencies- & c u d  in derail the available infomtio!n 
over a three m five day period. Daring the initial country RViov cycles, aftenpion 
was cerarered on fmicndal needs and flows, but later the adabrlicy and require- 
ments of technical n~opemti~n received equal scrutiny. 

Find repom of each meeting, includur g statements by representatives of cooper- 
ating gwemmenes agencies, were prepared by rhe chairmen of the subcorn- 
minces. The find repon was a summary assessment of the salient features of the 
coumry's perfoman4:e and outlook as viewed by the participants in the meeting. 
The report dm induded a r e d  of the gods to be achieved during the subse- 
quent prriud and ~c:ommendations both to the government-repding issues of 
development poticy -and to donor governments and instim~ons, regasdmg the 
mount and kind of cooperadon needed. 

The country review mechanism was dined during the period it was in place, 
and ways were escdbbshed to monitor the implemeramtion of rhe subcommittee's 
recornmeradanions. Most effective among h e  monitoring devices were the so- 
d e d  inter%tgenw meetings, held at rhe quest of the developing country, usually 
in the country i d ,  and dedmg with the implementati~n of ongoing projects, 
avai.l&&ty of internal and exrertd resources to implement new projects, and 
advances in puning into effm poiicy recommenda.tions of h e  CIAP subcommit- 
tea- 

The cocnuy revieas had dree basic positive chancteristks. First, they doded 
an oppopormniry to dqose responsible for dewi~pmenc policy in czxh nation to 
focus their attentior! on fundarned issues d e r  than remain preoccupied with 
the daily emergencies that usually demanded most of their time. Latin American 
governments awchcd p a t  h p o m c e  to rhe annuid reviews during the decade 
of rhe Alliance, and they vimed the annual meetings as occ8siom to argue their 



case for heir f&ir share of zydabSte externd resources. The anention diread xo 
the reviews resulted in increased awareness of the need a, carefdy appraise the 
current situation, to pro in d d  the policies needed a, overcome bode- 
necks in development, improve prwjm preparation as a means of ensuring 
the pssi.b&gy of access go external financing th m&ab1e unde&g. The 
country review mechanism thus strengthened ing in tadn America and 
provided a broader perspective for designing and implemendng e 

Second, the country reviews were instmmftnrd in improving 
laden' skills in international negoriation. Ladn American 
had considembie experience in internadohad negotbtitions before rhe AUiance for 
Progress:. One case in point is the fact that debt mchedu9'mg in the Paris Club was 
fust condtrcted ixr 1 955 for &me k i n  America nations. Laxin American 
offciias were subsequently parties to that fo 
the regular periodic meetings of the ClAP mmitxees afforded an important 
oppormniry for a select group of La& American civil s e m s  to dewlop their 
skills at the iniemati0na.l negotiaring cr&. A number ofthose who were members 
of their counrries' delegations to the heounuy review meetings today hold positions 
of mpomibiliry in the ongoing exercise of debt rescheddkg and renegotiation, 
the most delicate issue for many Latin American nations. The lessons 
lemed during &e ce are probably secant in the p e n t  emergency. 

Third, the country reviews dgniticantly srrengthcned the pra&ce of mulda- 
teraiisrn as the preferred way m channel international cooperntion for dedop- 
ment. Bilateral cmperadon programs are, by their vay nature, biased by the 
polizical inmest of the donor party. MddazesacP armgemens were an abtempt to 
overcome the p o l i d  content of development moperation program by ensuring 
that only technicid issues affect rhe docation of resources. Tne creation of the 
Inter-American Dewlopment Bad., preceding the AlLance for Progress but dose- 
ly Linked to the Akance's origin, was the fust and most important example of 
rnddace~&m in krer-American cmperatioa. The Alliance for B r ~ p  was in 
essence a rndltilaterd program. Even if the United Sates was the main provides of 
external resources for Latin American dmlopmenr through the .Miance, the 
continued flow cf resources was h k e d  to the dadoping cauntples' amhnent of 
definite, prederemined goals, and it was not subject to rhe whims of U.S. politid 
inrerests. F~rrhemore, both in theory and in practice, resources were increasingly 
channeled through multilateral instit;1ltEom. The country reviews were a muldlat- 
erd exercise. The country under review panidpad actively, as did CIAP mem- 
hen reprerentkg different countries or groups of counuies the herribphew and 
..@-level functionaries of donor gowmments and rnu1.&ted fmmd instittl- 
tions- 

The sukommit~ees were admant in their defense of the principIe &at develop 
ment cooperation resources should be abated on mictly technical g t o d s ,  
wirhout the interference of ideo10gicat or political biases. The rnu!dated, profa- 
s i d  standing of CIAP on issues relating to deveIopment coopempion was panic- 
daily dear when it dealt with the cases of Peru, during the iiitial stage of the 



milirat): government in that country from rhe late 1966s to the early 19709, and 
Chile, during rhe socidk gowment - of Salvadcbr Allende in rhe early 1970s. In 
b& inamce, CWP subcomminees recommended on seved &Eerent o c a i m s  
that resources in s~bstandd amountr: shodd be made amdabre a, suppun the 
devdopment eRom of those countries, rep-dess of the fact t h ; ~  their poticis 
were not within traditioaal molds. 

Another imponant convibudon to m&ilatg.~"idkm was h e  embishmm in 
I970 of the ~peda Committee for Consd&eion and Wego&%. (CZCOh?, 
which was an cEspring of rhe spirit of di&ope at the corc of the AUiulce for 
P m p ,  md which had been t5e basis of the cfounny reviews. Intended ss 
a forum for consdmdon and negotiat;on h both m d e  and financial matters, 
CECON has limited its role .ra the trade m. bVhakeer izs &~iaxio~s, CECOM 
is dre besr legacy of the hlbarrce for Pmgres5 within the htemationd insiwpiod 
framm3rk for coopeaatio~a ir? h e  Americas. 

fulbrighr Amendm~~t  to th= F o & i  his-ace Art, maaed by the 
United S f a s  Coqms in 1966, esz&hhed one of CL4R recommend&ow as a 
equiremenr for au&ol-i&g Icrlans ra iEa&vidud covk~xdzs under d ~ e  A b c e  for 
Progress. Ho~vevq impIemenwtion of CIAR kixc~3mmendzG~n~ \ras iargdy !cfi 
ro the dkcrez1.0~ of Loner ~ ~ t m t n t s  and agencies, and the s u k o m n i ~ e a ~  
conclusiocs did nor have Ehe ~BEQ &a; would kzv- been dsirwbif:. D-&antt 
mmx with the rdatiw we@k of ps 5 e ~ ~ ~ l ~ ~ a d a ~ 0 2 8  ied $0 
dediqe of tie counvy micw mechanirm, % gme~ments m e d  to 
from ihe process in the a i y  19 7& Mtr 1 5 76, CQK.G~-"~T nGms wae 
sporaddy, and for aU praaicd purposes ti&= irn 
0-Jler kastituttional in'~am~ons dmBeped 8a!ring 

were closely linked to che broader prn&ctive bra 
planning. Thus, fix iraince, although ;he public seaor had tractitirady been an 
Instrnrnemd factor in Xatin American devefoprnenr, conceptual limimGom and 
tack of r&&e ~tksics prior ro the N h c t  had genedy reitsicced thc xcpe of 
d y s k  of public sector aaiv-kies to tend g o x m c n t  ooerasions. In W I I : ~  

counuies, public enmprises and re@ond and l d  gowmrnens contributed a 
much Larger V share of tAe public sector than the fiscal in every CX?UF,~V 

eratides diErer,r: horn the nztiand ptlemment . ~ o ~ ~ u ~  of 
rhe kporrance of the public senor as one key $anent the decetopixrenr 
process, and also of the relative imporiance of ager~ies o&er rim the n&ond 
government, led to the implementition of zfciwi~ues for sessing rhc economic 
effects of the consolidated public s e a ;  and to-detailed mbiys'i of its major 
components. 





li is altogether fining that we commemorate the meaty-fifrh arnivemry of 
the AUhce for P r o p .  We are sti l l  dose enough in pime to that spring of 
1 96 : to ~egard it as a rehmt part of our !ilas. Yet rhe ~h~0n010gicd ce k 
sufficient to provide hkoricd perspective and a c e m h  degree of detachment 
from the c o n c r ~ e ~ y  of the moment. "FEnmks eo &e relative ce, we can 
look badc at dus event, keepiag in mind the e~omous change that have oc- 
curred in the hemispheric conrext. At rhe same time, ehe relative proximity 
suggats theR are stiu rneani~gd lessons to be leaned from that endeawr. 
V\'lde one must resist the tempa~on of rtosdgia for a period when life appeared 
simpler-if for no orher reason than rhar we  we^ &en much 
dm be wsry of&e cour~s~l of synickm that wodd dismiss &z 
mhro,  - 

S m d  words of auxion appear ro be in order. On the question of defmition, 
zhe expressiae; u'imce for BrogsSR bas ken  applied simulmmdv m a can- 
cept anc! to a pracxss. W& the rwo are dosdy dated, they are dikerent. ?he 
concqn refers to a hemispheric commimenr to economic modernization and 
social justice within a democmic fnme~ork.  TRe process refers ro rhe p 

adrnL&xative procedures that were set in motiola in order m any BE$ that 
rcrmmimeat . 

The above &ffCertntiation becomes meaning& when discusing the lifespan of 
the Alfimce for P m p .  Undersod as an intergovernmental p r ~ p m ,  or as a 
desnipion of the adminimatzve apmtm established to implement it, it can be 
said that the A&iance Iwed almost a decade. Undernod ss s major hemisphetic 
i+&tive undeden  with rhe enthusiastic and unmist&bSe support ~f the Udtt- 
ed States gowmmenr, Jle life of the Miace was much shorter-not quite three 
ye2rs. 



160 RDdrg5 Born 

President John F. Remedy &yd s deckiw role both in formulating the 
c~ncepc and in seakg in motion the pmcess that was to giue it a concrete 
expression. H e  WPS &e indjs~mble krk beeween the word and the deed. This 
proved to be rhe p a r  strength a4 we2 as the fz*d weakns of rhe Alliance for 
Progress. After 1 863 the machinery ofthe AUiance conhued to operate, but the 
mood had chauged. If T. speflfic e,=nc could b9 pointed to as a clex sip that a 
rew idea in hemispheric elstions had been discarded, it would be the Dominican 
Crisis of 1965. BY &en. officidr Wahhgcon had smed to turn its anendon away 
from Lhe w e w z  heunispheze in response w a distant drummer &g from a 
s m g c  k ~ d .  rfiz opening stem of a, cdczssal. tragedy were being aaed out. 
When the kmeric~n chiefi of aate garhered at Punta del Este in 1967, hemi- 
spheric rnaners, from P~sIJenx Jchnssn's viovpoinr, had already betome a dis- 
traction Pmm ehe serious bwiim ac haad, which was ~ l e  war in Southeast Asia. 
Finallyt we should xq~ $0 $amid t!e pi&Us of trying to pinpoint p~ciSg]Iy the 

re3arlam of ca=lixy P m e n  rhe obje iva  of the ce atnd tlhe long-term 
trends of social ;kid economic change in the hem . It is helpful in &is 
c ~ ~ ~ x t  to inink in terms or̂ a symbiotic rdationship between the m, rather than 
in t e r n  ofause and eEea. In c e 6 3  instances the Alliance for Progress h i k e d  
changes, iri others it reinforced merging trends, and in d l  others its main 
co~tdbution w u  to have incorporated and given legitimacy a, previo 
nized arpimdom. But in each of thge inmces the role of the 
unambiguously positive, and remuhb1e achievement by its 

The case in favor of file ce for Progress is weakened rather &an 
strengthened if it is forced so shoulder an unreasonable historid burden. Yix even 
if \ye accept that the g a d  hemispheric undenaking prodaimed in March 196 1 
lasted for only a few years, and we &o recognize that i camor be given credit for 
all or for most ofthe subsequent economic and social change &at has taken place, 
the fact m a i n s  that the AUiance for Progress is unique in the hmory of inter- 
American rejations. Ic was wirhout precedent when it came into being. Thue has 
been nothing comparable since it passed away. Am/ pmenr or future initiatives fur 
cooperbn and demandkg  the Americas w a  find a b@cd reference point 
in rhe experience of the Miance for Progress. 
In a period of unreeved economic hardship throughout Latin America and the 

Caribbean, and in the mida of ominous disarray in hemispheric re~ations, it seems 
therefore appropriate to study the not-so-dht pas. 

President Kennedy annouAced the beginning of "a vart new rm-year plan for 
the Americas, a plan to transform zhe 1960s inro an hisroric decaden a reception 
in the Whire House for Latin American diplomsts and rnem.bers of Congress. He 
asked the peopk of the hemisphere to join in a cooperad= effort "unparale!lad in 
magnitude and nobility of purpose, m sadsfy xhe basic needs of ihe American 
people for homes, work md land, healrh and schoolsr The &&enge, as he 
understood it, was to demonstrate :o the entire world that the aspiration for 
economic progress and social justice could best be achieved by free F K P ~ ~  work- 
ing within a framework of demotmtic institutions. The hemisphere was eonfront- 



ing a &rear fmm 'the alien forces which orce ag332 seek ro impose the despotisms 
of rhe Old \VoPfn on the p p l e  of the N d n  

Within =rn America the immediate problem was described as f0810ws: 

Population pwb is outpacing economic growth, low Itvmg mdards are even funher 
endangered, md discoent-the discentent of a p p l e  who h o w  &at abundance wd the 
cools of p r o p  are at 1 s t  wirhiir, thek reach -&at &iconreax is p-.virrg. 

The suggested response was an affinnatio3 of progrcs a d  a rejection of r w y .  
A ren-point plan of acdon was outlined, which induded the cornmianent of 
rwwces from the Uni~ed S'cstes md a reguest for inkid hn& frorm C o ~ l p s ;  a 
calling of a ministerid meeting of the Inter-huican Economic and Socisl Coun- 
cil ro ubegin the mwive planning effort which wili be a the heart ofthe AUiance 
for ProgressR; support for emnr?mnk integration in La& America; the oPfer to 
examine commdty market problems; a food-for-pace emergency p r o p ;  si- 
entik coopergtion, technicd training, Pace Corps p r o p m  and cuBtmd ea- 
changes; a pledge to come to the defense of any American nakn whose inde&mn- 
dence was endangered; md an invimion to the region's to pankipare in 
the task Of nation-building. The speech ended witA words of inspiration and 
0pt"klIl: 

La us once again trandorm &e American conrinent hro a vast crucible of mmturlonary 
ideas and &om, a tribute to the power of the creative energies of free men and wornm, an 
example to aB the world &ar i ibeq  and p r o p  wdk hand in hmd. Let us ozce again 
waken our American &w1uGon until it guides h e  s;;m@es of peopte maywherp-nor 
with ara hpr;iJIsm of force or fear but zhe d e  of courage a d  freedom and hope for the 
Suture of man. 

President Kemdy's proposal for hemispheric cooperation has withsrood the 
ges'~ of h e .  With minor dteratioms in syle and in corazefit, his 196 1 speech can 
be read as a document with a message that remains d i d  to this day. ~rok  a Latin 
American viewpoint, rhe following features provide continuity beween the per- 
s p a i w  of the 1960s and present redities: 

4 The recopision responsibility for the fduses and rnkmdcm&gs of the past is 
&dated demosrstrated a wfipes  to accept parts sf our mutud history that shape 
plmmthy aitudes. 

a The suggestion &at h e  m & c  pmpsaiis for the implementation of the Abnce were to 
be d m  up pinrly by &pens from rhe United States and Iafm America reflaxed a new 
hemispheric sensitivity. 

The cents4 m!e assigned to wed chmge k the process of kemkph&c m ~ d e r ~ t i o n  
W~ZS 1 crucial i n n ~ d o n ,  as was h e  ttndessm-&g of the sustained &o+z required to 
bring itbut s ~ ~ ~ t  r e d s .  The p&o'kian of more arsd better jobs. housing, h d t h  
md educational services zo %Be cornmmky Rave become centmi issues of governace 
&mughou; the hisphere. 



Thex questions have been hcorpop"at& into rhc contemporary polidcai pro- 
cess, and to a large degree they de&z-mhe the success end fdure of a modern 
pwernmcne. But rhe artidaxion of &se prioriries by a North American p i -  
dent in 196 X was a wdcume innomeion in inter-hedm dkcourse. 

Fmm today's perspective, it is pxciiely in the area of social change that one *m 

iden59 tongrefin trends &at ape consken't; with the objectives of the AUianm for 
Pmgm. k rrw evident that the period of ten yean: prowd to be too short far 
h e  heMfiIlmenr of the social goals of rhe .Uance. N s ~ h e l -  more npid social 
p~o$sess has been achieved in the hemisphere from 1960 to 1985 than in any 
imious compmble perid of rime. For Lath America and the Caribbean, adult 
li~eracy rate increased from 66 to 8 1 percent. hfm mortality rates decreased 
f-om 107 deaths per 21,000 live birrhs a, 60. Average lik expemmcy at birth 
h o e d  from 56 ro 53 years. 

We are cerraidy not dose a, szusfyhg the bask needs of the people of the 
Americas. Bur :he steady advance that has been made to date provides evidence 
that rhe eradication of &solute poverty in the hemisphere within the na decade 
is a redk6c pd, given the poHitid commlrment m do so. 

An imprtant by-product of the ii.&mccs for P m p  was the innitutiond 
dewlopment &at took place iu both rhe national snd hemispheric la& ro 
formdate and execute the vzrious propins. Of the regional bodies, rhe Inter- 
.American Development Bank deserves s p e d  mention because of tfie role it has 
played in building up the s o d  inf-maure thmugfiout rhe region &mu@ the 
%cd Progress h a  Fund, h e  Fund for Specid Operstions, md other lending 
a&viRifs. 

nte heemationd Coffee Agreement, a multilateral hitiativc b f i g  topher 
ehc pritcipd producers and consuarn of coffee to ensure orderly market ccndi- 
dons, cane into being with the decisive support of the United Stapes government 
in 1962, duriFg the Aihnce for Progress. ns of f'rr throughout La& 
America continae to benefit from &SS agreement, which has become the most 
succ&I of d Urtern~tiond commodity mbiLeizatian schemes. 

196 1 a d  198 I ,  oved  ecoanomic g d  in the region was satisfmo- 
ry, amparison with previous perfommce. In retmspct, the p ' t b  rata 

achieved &ring he part nvo decades proved to be as good, if not k e r ,  than had 
L L ~  expeaed at the beghniw ofthe PAiance for Progas. *. It is krhaps in rhe ecommlc sphere that the mest unexped changes have 
taken place. the past I 5  years, Latin A and Caribbean count;+es have 
suEered rhe impact of sudden and severe os in the world eso~nomy. Sharp 
fluauarions in d ~ e  price of petroleum have prmzn to bc disruptive, in an uu\vsd 
&rc&on as 197 3 md 91979 as well as downward, as has been the case recent 
months. Unprecedet~rcd flows of commerdal bank lending into the region to& 
~ h c e  beween 1 915 and L 98 1. After Augx 1982, the primtc banks abruptly 
mpped lending region-wide. The earlier eagerness to extend bank crdit was 
fogowed by a sudden rwcrsal of policy. More prudent behavior on the pan of 



hot5 bhtnowers and knders w d d  have spared t5e Z~emisphere &e dEiruphns 
brcru&t atmud: b+ a29 unnec-cswy FBE~TC& ckk. 

tit g e ~ t  a m & @ ,  md WSI +g d e g ~ a  of NCCSS, he countries of ~adn 
America ar.d  he Caibbear have beea adius&~ ~uno'mic Ylversiry. h early 
IF86 Phe p~sidents ~f B L W ~ ,  PAtxio, k d  Ve:lezu!g ldG-d the~rrspe&= 
narioas ur h c  economic pmbfms. In xhe case d Bmd, a bald new program 
ra c~nabst idaxian YIJS announced: which kciudad a w ~ e n s y  reform arrd xem- 
pmry wag= am( price fmzes. The heeds of s z t t  of Mexico and Veaezpiela 
faask? &$i~ mention Qn the bs of revenue chac wouid result h m  the fall in 
~mHeum prim an3 on the consequenr di%c~tpilis their respecti= countrig 
would fax in servicing memd debt. 

The substand changes & ~ t  hzve taken h r m n r  yean in world pemie- 
urn mark- and in inrernationd capital makers bzw brought about a reformula- 
dm of dmebpmmt nmecgies &ZW*DU~ ihe region. 

gae  c~mabhed d~ of the oil shocks, the rurmsd in the fmmrkd markas, and 
rke recession LZI rhe inS5mrkd.ized colbntries brought regi~n-~ide p v v s A  to a h d ~ .  
S ine  1982, the com~:ria of hfi America and the Caribbean Have k r r  coping 
with ti9e most sefivc8s economic crisii since the Great &pmsion. Stagnation, 
m1;~1nchmtm, and the burden of foreign debt are threatening to orwwh* the 
admiaisxradve cx.jp&ty of sew& governments in the region. 

Udas a solution is f ~ u d  to the economic aisis, the social and politid 
p m p s  that has been achieved siitce %e 1960s will be jeopardized. Eccanon~ic 
harbhip is kcomkg m issue &.at &redteas domestic stability in several countries 
cd &e region and codd et-entdy endanger hemispheric security. Because it is a 
d a~d present dsger, dre eco~tpornic crisis could dm become the driving force 
far a jokx endea-mr in h e  Aae6sa.s. 

If h i s  €0 be saaccesE~?.f, a new hispheric program wiU have 20 address the 
urgent problem of debt and renewed financial sows inro the region. But beyond 
the immedis*e hnzncid issue3 the truly i m p  r tark is the m o r a i ~ n  of vigor- 
ous ~conornic grow& h the *Americas. With a context of smgnadon or rerope- 

n m c e  sion, k will become increzhgly difficult for the cos~rria ofthe r~gicn to d 
r o w d  greater s o d  justice or to strengthen the democratic process. h ir perhaps 
on &is ksue hat the diflerences in perception between h e  United 9tt:es md 
h&'z Amcriica are more dearly defined. United States oEcds have assigned he 
hghest prioriry -in strategic and m%itary terns-to the Centrid Amerim con- 
flict, wbJe hemispheric econonric aid s o d  issues receive sporadic and secondary 

For rhe democratic governments in mast of lath Ameriiea. securiry is 
viewed b economic and social terns. Those m a w  are w i p e d  h e  hehighest 
priority, while iie tensions in the Centd Amekan. isthmus are viewed as 
a Irrcdkd, sebre9;ond confiia. These dZ6ere~ces will have to be raohxd 
If c2 C Q ~ ~ E ~ S U S  on the meaning of hemispheric securizy tcj te be r e d g d .  A fm 
sep  in thgt difffion would he to tesognkc &at the permanent basis for ban- 
isplseric unity is the exissence of the shared spiritual and p ~ b t i d  dues  in- 



h e m  in western &v&ation, m&er than amtegic considerations or military 
dimces. 

The record of rhe paa 20 years shms how di%cdt it is a, obtain rhe proper 
conditions, in the United States as well as in LAM America and the Caribbean, for 
lau&.iag major new hemispheric initiatives. The cdeurd gap b m e e ~  the rwo 
sides leads to different pempdons of our shared reality. Yet another lesson of the 
recent past is the need to make ample dowat"~ce for the role ofthe unexpected in 
human &kks. A realistic assessment of p g attitudes in the hemisphere- 
North and Sourh-would probably lead to rhc c~nclusion that a multilateral 
solmiion to the region's economic crisis, in D spirit of m u d  cooperation and 
pursuit of common d u e s ,  is seen as unlikely, if not fir-fached, by most people. 
Yet such an outcome should not be &carded altogether, ewn if it is easier to 
imagine more c o I o ~ l  scenarios. On previous ocasI013ts the h d p h e r e  has come 
for& with constmccive mspms  m siruation~ of adversity and common danger. 
Sucfiwasrhecase25yearsago. 
in didfermt times and altered circumstances, the spirit of the AUiance for 

Progress remains current, as a message of hope and a guide towards common goats 
in our hemisphere. 



The tendency rtr xhieve our foreign policy objectives by inducing other 
go-rnmenc go s i p  up to pmfessions t, h$ moral and legal principle 
appears so have a g r a  and enduring vitality in our dipbrnatic praaice. 

-George E Kenntln 
Ameria7a Di'hq 1900- 1950 

When the Alliance Por Progress came inm king, many of its promises-as well as 
its future implications- had nor been givm nirical study. Perhaps &is was inwita- 
ble since, as far as I can see, there was no well-articulated approach to Latin 
America anti iu problems, la alone n, the rok of the U.S. in the region. The 

Neighbor" policy may have signified a notable advance in putting an 
official end to militlry intervenrion, but once &is principle was genedy accepted 
by thc end ofrhe second world war, it had lost most of its @itid impacs. And it 
was nor, in itself, a gcide ED posithe action. In the 1950s some hponanr wenu 
had taken place: the Guaremdan episode was one; the acceptance, in principle. 
rhat the U.S. would participate in an Interna~iond Coffee Agreement was anoh- 
er; and the creation, fim of the Inter-Ame6cm Development Bank (ID@ and 
herS in 1960, of a US6 500 mfion Socid Progress Trust Fund, still another. But 
by and large, these were all fairly belated responses to ewrs and m pressures 
emanating from the region. The proposal for Operation Pan-America- primarily 
a call for an mbiriow US. foreign aid proga22 in Latin America-in 1 918 by 
Preident Kubitschek might have betn the most si@mt evenr of the decade, 
had there been my positive respnse from the U.S. government. Bur by the end of 
the decade one ma& new development occurred in hfin America: the advent of 

ro government in Cuba urd -he ensuing rapid deterioration of reIations 
with tile United States. It was agAqa thk backdrop that the Kennedy A d m k h -  



tion took office, and in inhe with its general activist approach to problems, it 
proposed the M i a c e .  

I do nor wam to be misunderstood; it is ux, easy to assert-and it may not be 
true-that withouz Castro no such initiative wodd have been d e n .  All one can 
d e l y  ray-and SchIesUrger's account makes thir abw.dmrly dear-is that the 
magnitude ofthe program and the speed with which it was mounted and accepted 
by the country, can best be undernoad in this context. 

One funher pint abut the l95;Os is relevant: 1% was then that for the first b e  
La& ~merica-attempted to formulate a theory of the Zadn American devp!op- 
mcnt process thar daimed to arise from its own experience. This efiorr carried 
with it a diagnosis and a set of prescripttons drsiedly Werent from those of the 
neodassid market economics of the Anglo-Saxon world. I refer, of course, ur the 
pioneering work of RaiZ Prebisch and h e  United Naziods Economic Can& 
;ion for Latin America 0. 

I need nor go inro the conceptual framework that was developed in Santkp; 
the literature in the last 20 years has explored its analytic merh and shorrco&gs 
quite emensiveIy. It is probably fair to dsdy much of the Santiago approach as 
''hktorlcism" in Popper's sense? The mere stress of Latin America's simi.hrities and 
unde~mphasis of differences point to a nonempirical, nonpragmaric appm&. 
Some of its Lirnit&o,rls were once described rather fanciiblly by a sympathetic 
critic: 

ECMs d d e d  projections, where all economic Ketors are made a, mesh harmoniously, 
are in a sense the 20th century equivalent sf Latin America's 19th century codtutiom- 
and are as far r e m o d  from the real world. They are a protest, borh pathetic and subtle, 
againa a rediry where politicians relying on bdiant or k m u s  improvisation hold sway, 
where decisions are taken under multiple pressures rather than in advance of crisis and 
emergency situations, and where codicts are resolved on the basis of personal consider- 
ztiorns after the con~endulg parties have d e d  their strength ia more or less open haah 
rather &an in accordance with h e  objective principles and scienrifrc criteh.3 

My own conciusbn regarding the general character of this work k that its most 
serious shoitcomings are a result not so much of bad theory but of too much 
theory too soon. The root ofthe tmuble lies in the absence of a serious concern in 
Latin America with economic history over the p a s  100 y m .  R$m theory 
arises from a simplification and systematizarion of observed reality, but only a 
painstaking and scholarly concern with facts and with how economic processes 
really work cm give theorists the material on which they can impose an orderly 
and logicd pattern. The work of rhe Inniturionalisrs in rhe United Stara, of the 
Webbs in Britain, and of the German Historical School on the continent-none 
of this r d y  has a counterpart in the Latin American intellectual tradition. t is 
easy u, list many crucially relevant questions on which undl only 20 years ago 
virtually nothing except impressionisdc knowledge existed, and the situation is 
only marginally betrer today. land tenure shifis over h e ,  income distribution 
changes, the development, character, and impact of nade unions, the economic 
and social role of the military, changes in the geopphic and economic cumpsi- 



don of public expenditures and the determinana of these changes, the deermi- 
nants and the history of foreigi investrnenn-the list could go on. Obviously, any 
Ijobd development theory would be hard put to senre as an adequate guide for 
action, or wen an adequate explanarion of events, if the basic facts about such 
items as &me Iined above-snd p m a i d y  everything fl  else-had not been accu- 
mdatd during previous decades, or even centuries. 

BUT what~.wr the shorrsmings of the model dcveh~ped in Santiago, it had one 
enornous a n d o n :  Ir was there. And its influence on the N o d  Ameiim 
intellea~dls who were d e d  a p n  to formulate an mion program in early 196 1 
was pmfound for just tbac reason. It was the only new docvine that they could 
d m  on. Morm~~er~ ir ofied just what they were looking for: a global and 
homogeneous interpretation of hemispheric probIems that wodd lend itself to a 
globd and homogfneous set of ranedies. One crucial consequence flowed from 
;hi: The ce's rhetoric as well as its bs&tutiand fmework was --like 
ECMs domes-inro a single mold, with the implicit assumption &at it would 
fit all member countries reasonably well. 

The f~lloa.ing words of Mr. Prebisdr should dispel any doubts about the 
hoe1lmual origin of the M i c e  ideology: 

indeed, the h i e  ideas underlying this documem were concdved and gradually developed 
over a period of years in Latin America. In times that are not yet far behind, some of these 
ideas encountered very strong resistance, which was frequendy couched in tractable and 
dogmatie terns. Now they are recognized as sound and valid and largely embodied in h e  
Charter of Punu def Em. Wowmr, there has developed a rather peculiar tendency to 
present thw ideas as having been conceived in the United States, or as codmting a 
ready-made blueprinr to be applied in Latin America. I am redy concerned about this 
m d ,  for noz only is i~ convafy to the facts but its political implicariom are h i y  
d e a d  rt, the Alliance itself and to rfie broad popular supprc it quires in b i r r  
Arneri~a.~ 

THE F RK 

Three main themes ran through the e d y  Alliance rhetoric, were enshrined in 
the Charter of Punta del Este, and lingered on in subsequent years in about the 
same way as rhe grin of the Cheshire car. They were the three roads to salvation, 
which had m be trodden simultaneous1y if development was n, come u, hatin 
America: long-term economic pfaming; $laad dorm and refom; and foreign 
capital on concessic~~pal 

The ce was basically to be a mutual commitmcnr n, act meaningfully in 
these ares: b i n  Ameaican governments in h e  fim LWQ and the United Stags in 
the last. In omler to monitor progress under this reciprocal p l i g h ~ g  of mth, an 
independent technical ' d y  of nine economists-soon to be known as the Nine 
Wise Men- was established to assess the long-term plans that the Eatin American 
governments were to prepare and from which, imrr a h ,  each country3 foreign aid 
requirements were to be determined. 

There prescriptions obviously implied that rhe domestic bodenecks to deve10p- 



men% fay in the propeq 2nd power reiatioi"~~ within each country and in the form 
in which the dominant dsses werc using their paver ro gown. The external 
botdeneck here is the leax conuoversid one; it was not internally contradictory 
for che United Stats to piedge substantd amounts of foreign ~ ~ c e ,  ~ l e n  

rhough later problems did dweiop about making good on these pledges. But 
could the sur.e be sd about the domesic componm' In other words, was &ere 
a basic inconsjnency h e e n  diagnosis and presc,igrxon? If rhe diagnosis was 
coma- and it ceminly had k e n  expounded with considenbie bfiance by 
ECWs eeonomins-was it not illogical to expect: governments m pledge them- 
selves n, do away with their own power base and to follow through on such a 
pledge? Did the diagnosis, which treated gowments as the representatives of the 
dominant dsssff whose position allegedly was the basic obmc1e to development, 
nor imply rhzt such commimenrs a u l d  nor, by definiticn, be meanin@> 

Peps6)p,atly, ,I do not accept an unqualged ai&ma~w answer m these qu&om 
hause I do not believe &at all Hatin American gavemments a~ simply the passive 
spokamen for such simplified social groups as uland~rds: " i n d m :  u b r , n  and 
so onV6 But the poinr i wish n, saess here is &at the basic quesdon was not 
asked at the dme, or, when ir was asked, it was only in the naive terms of whetha a 
particular government was "imceren in its commitment to s u u d  reforms. 

I suggest that many of the later disappointments in the Alliance can be traced to 
h e  elemem sketched out so f': 

* The lack of a tradition of serious and creative concern in U.S. pwnrment circles with 
Iongtem policy issues in Latin America; 
?he consequent need to improvise when events made a major reorientation of poficy 
riearI y desirable. 

@ Such impmvisation consisted iq adogrhg an hteU.eaud framework with certain ztcmc- 
tions buz which, given the lack of a tradition sf ernpiricd economic r s w c h  in Latin 
America was based on unexamined premises, uld which was Cawed by owrernpha.&s an 
a uniform approach to d y  diffeenr 
iVomver, the prescription was incornhem with rhe diagnoii to the extent that ix died 
on commitments by Latin American governments to repair ills which, un&-er th terms of 
the diagnosis, these governments could not p;sibIy repair. 

It may thus be less paradoxicd than it W U ~ ~ S  i m f i  that such S U C C ~ S ~ S  as 
were achieved in Latin America during the Alliance years were largdy a proof h a t  

osis was mistaken, while the failups were st least in pan the result ofthe 
hcorsmency berween the prescription arad the diagnosis. 

Ir wodd be impossible in the coafmes d &is brief chapter to summarize the 
ecop~omic developmena that took place in 19 J i P i n  American countries under thc 
dtd.imce. Nor would it be usefd or necessary: They have been documented in 
innumerable rrwm of national and intem&od ag,ends. Some of these I have 



re%&: some I have eun wrinen. 1 doubt ihar any one penon in the world has read 
&em all, and if. such a ~ P S Q T T  existed he probably wwld have even p r e p  

&~%cddes in deriving widid genedizations &an do the rest of us. The anly 
perdimeon thu I would t~nture to make here xs &a% the developmars d the 
1960s have hncrea&ngj.y demonstrated &at neither erowmic tbeory nor the art of 
applying it &rough &Gnomic poiivmaking has been dirsctd to La& . h e r i ~ a . ' ~  
moss peqI&g dewlopmmr pmb1em: that of buitnkg up sn effkienr hd&d - - 
amcrurc. The kzdmok pm~Qip of primary versus secondary activities, with irs 
implied initid &la r&~, may haw been solved neatly enough; howaer, in 
d i t Y  we sovt with Lid led  equipment, employed labor, existkg lew15 of pmtec- 
xioa, distorted price suuauns, and a whole ,mut of wried interests wiUing and 
able to argue thac their particdm shares in t h e  6'iortlons cannot be dispensed 
with. The problem seems m me ro become increashgjy complex in theory and 
acute in practice. To my hwiedge,  &ere is no country in Latin America in 
which even = approximare measure of the impzct ofrhese disconions e x k t ~ , ~  but 
neither are there many countries in which quesions of industrid. &5&ency do not 
a m  r:, be the main consmrinr ox the plmpeas br economic growth. 

No serious concan with rhis problem can k ceponed in the Ailimce for 
Progas framework. Hence, I wiE nor pursue it in this chapter. Rather, I 
want no concenmtc on rhe experience with respect to the three c e n d  artides d 
faith &a I !isred abve s &e camemones of the Mance: n m d y  planning, 
redisnriburion of property and Lacome, and capid aid. 

It is in the wtzi of planing that che ,GE" of inkid unadsm ws g t ~ ~ ~ t  and, I 
&kk, where the iqferentes abut the fumre are dearest. The hitid scheme, 
under which each country would subait long-term economic development plans 
to rhe technical scruriny of &e Cornminee of Nine, wodd &en deermine 
the jwGta2 lwei af external sssisat-.ce, was to be discredited and abandoned in 
less ahan thee yeus. Ir was illaon6;:civect on airnose every count, in spice of the 
high isttdermal caliber of many of the members of rhe 

Tne diskpisbed Cuban economist FeIipe P m s ,  -aha uas one of the original 
members of the panel, once observed that there were three fypa of planning in 
 he world: dte Soviet type, or imperative pianning; the French type, or inditiw 
planning; and the Latin American type, or ~bjunaive  planning. The elegance of 
the formuia~on sthodd nor: obscure its serious content, which is that what has 
hen done in rhe way of medium- and iongtcrm n81:ima.I economic planning in 
Latin America has been, dmosr wixhout exceptkm, moperational. f has not, in 
o&er words, done much to influence the course of events, be it with respect to 
public sector hvemnent decisions or economic policy measures. When one con. 
siders rhar some ofthe finex Lath American economists spent much of their time 
during rhe Alliance period formdating s d h  plans, and that in this they were 
assisred by a ghtering array of impclred dert Lanced by the prolifera~g 
technical assistance programs of national and intemariond agencies, k is indeed 



momding &at the above obsemti~a can be made without fear of S ~ T ~ O U  

cuntradi~un.~ E q d y  saowdbg is the wide agreement, among planners and 
non-planners dike, that Mexico, the country with the mon impressive d d o p  
ment record in Ladn America at that time, was among the very fav thac had not 
partidpaed in the formal rirual of drawing up a long-term nariond deyelopmem 
pi an. 

Wile there i s  not much &pure &ow the facrs descri.kd abovt, rhe ssme 
cmnot be said about explanatiofis for &em. These indude simplistic views, such 
as the one &at, while the economists have done their job when they haw made a 
"goo8 plan, if Bad* poliitcians will not clrry ir out, rhis b a ~ORU~POUS and 
unforeseeable misfofiune that has no bearing on whether the plan was ugcod" in 
the fyst place. Other a@fmaeions stress technical imperfections in the data: d 
others suppose Etat the fault lies in the insuficimt n of the mathe- 
matical techniques used.'O Still other aplanadons stress-comedy, I rhink-the 
technical impossibility of planning under in%~on, the kck of politid condouity 
in Latin Amekean governments, and rhe dic'dtiies inherent in drawing up &- 
tic multiyear plans in which an impomt component is external fmmdng pmvid- 
ed by a donor whose foreign aid docation is subject to annual legislative determi- 
nation. 

While the set of causes k e d  abas  has some b e k g  on the Mure of partidar 
countrid pianning effom, I don't think that it pa to the heart of the rnaner. 
Albert Waterson's common-sense condusiaa &as 

h e  system of rmiond planning shodd &exfore be permiaed to evolve g i d d y ,  M y ,  as 
soon as possible, from the project-by-project approach to a second stage in which the 
fourmy levnr to prepare and imple&ent a coordinated public i n m a t  plan pderab1ly 
accompanied by seaod surveys and programs, and d k d y ,  when i m P m ~ e n r s  in 
irzformation, adminismion and experience permit, to f u ~ - d e  comprehensive pi&gf 

may seen obvious once it is reached, but it was not applied in Lath America's 

P~ except, as Watemon shows, in M&CO. It should be added that the 
nature or rhe st~ges described by Wateman implies that they nomdy cannot be 
compressed into a period as shun as a decade. 

While no one can give a sirnetable in advance for the kind of changes that rhey 
require, one should mktrust my p that supposes that a country cunrndy 
In Watemon's first soage will be r the second in five or ten years. The . . 
superimposition of planning orgasrhtions on the abbisra ive  m a w e  
in many lath American countries vvas bound to fail as an economic pdicy- 

tool as long as i ts main motivation was u, improve a government's publie 
relations image vkd& either the domestic intelligentsia or the external aid-giving 
agendes. h very few c m  did rhe de&;on-making machhery ofthe public seaor 
absorb the impact of the work of the planning office, and in those cases it 
happened more often because of good persona sg1atk3w bmeen the director of 
piamkg and the praidenr than because of a permanent change in the decision- 
m a w  process. 



In sbon, it rakes QIOE &an a plmrhg Q-ZFPCC ro plan. lr d e s  competent 
spending a.gcnCies a,p~bke of .. ge~emfkg weil-conceived inwmat pmjeas; Ir 
takes famd8i a u & ~ d ~ a  waaht,g and zble to make their d d o n s  with longer 
&3ne harizons Gim those cmsornq in a E ry minisW or a c ~ n t d  bank; 
FnBUy. it mks a com&a66;3ta of political rdatia~s witbin h e  pubkc sector where- 
by hese wxiious agencies are willing to subor&ate mdr dedsims to the central 
au&oriry of a president or the collegiate autho&y of a 
the phmhg office reveals boomkendies a m ~ q  the 
des or b m e n  rhe s u m  of rhese pmpms and fmm 

mom ckffimlP becomes the achiwernent cf mother. 
apabiliqr of spending agencies to generare and execute ~mjects, the more ikffidt 
it L for the c a m d  authority to the decisions of rhse qgzaeies. h~ any 
evefit, the fdure to dkingukh th+ subjunctiw {ywtimive pmjeaions 
by technicians) and the inrfiative a,teicu~a;olons of policy deckions by au&okies 
capzbk of m j h g  out rhese dedsiom, arikes me as one of the most serious 
original misconceptions b ioe Abce. It helps account not only for the v i r r d  

ce of the plans on rhe course of domenic wets, bur also for the 
of rhe p d  of arperts from fox@ ~d-@ving d t X ~ ~ r n .  

md this from the frusxdom that this insularioa necessarily pmducd. These 
hm3~iions are bmugtrt our dearly by the account of the &sinpisheed former 
diainnsn of rbe panet, Mr. Rai Saez: 

Sn vain &c Grnnkee sf Nine's Coordinator i+s:quesf:ed &a &t mxmmm&ons of &e 
iza hx commlmes h r  C u e  a d  Co!ombEa be put inm eEka as taragible evidefl~cc of &e 
~Aidizy d &e spirit of tbe A&arace. Thir wouid be, he 9id. 'the most &dw mesns of 
convincing the peoples of L&n g61meS,~ &at t f ie  con&tions pwmhg asiszace are 

to &ow con&~eQ in Phe [pmei's] repom, which are h e  result of t ~ ~ d  and 
Ln-id rmdies, and are wt h e  hereculr of other requkmer~rn whkh wodd deprifz the 
Akzzce of i; character as a cooperarive and rnuidaera! eliforr'.'" 

If the aid-dmtbg pnxra did nor become mddated,  the hm~ions did. 
They a n  be attikr~id largelv ro rhe iormalinic conception of planning d a & M  
ab;e; and already in 1 9 6 i  ~ 8 t e m o n  could rt &at empbk  in &e 
Allimce for Progress has nor sh&ed from long-term cump~he&w planning to 
ihoix-germ pb2-c h v s m m t  - plan~hg."" Mfhile this in inelf was not rhe fulI 
answer to the crobla~, if the abve diagnosis is correct, ir nmwzheless showed 
movement in an enccruragt.g dirmion. 

The nodgbn zbz: domestic tefcrms ue an indspsabie prerequisite a, ecowmic 
dew1apmcnt was nor a new one, nor did it seem mdch more than a a~toEogy.'~ It 
was p~mcnt, for irtmXce, in the f 969 Acr of ~ Q Q M  rhar created rhc USSSOO 
million SocEd Pmgrss Tmsr Fwd, so *be dminke,.ed by the IDB. At rhx time 



the member goxrnmcnts of the OAS pledged themseiws to prqpms of dorm 
in taxatio~, land tenure, housing, sanitation, and education. Few obsevws of the 
Latin Amencan scene in the yam preceding Bogo%a and Pun= del Esoe had fded 
to notice the shortcomings in some or all of the aspeas mentioned. 

However, differences of opinion b e ~ v n e  imponant in two related resm 
the Alliance for Progress putported n, esta6lish a viable pro- &mu& which 
development would be achieved by ddibeme government acdon in these fidds. 
The d8erencg centered on the emphasis to be placed on domesic dorms versus 
foreign aid, and the relative importgnce of akons dtering the distribution of 
income and wealth &-li-vis an approach conctntra&g primarily on the provision 
of more adequate fadlites. 

Since I am trying, inter a&, to offer some s u ~ t i o n s  regarding the inteflectd 
background of the AUimce, I should like m note at this point thar the second a ~ a  

of dis t has a rather curious history. FRK observers of Latjn America have 
fded e the explosive p w t h  of the major cities in the past 30 p r s  and 
equally fkw have fded to express concern about h e  visible misery &at accompa- 
nied this proms. Santiago, Lima, Rio, Caracas, Mexico Ciry-each has received 
its share of attention as populatians doubled in I5 u, 20 y m  (or even less), while 
shanyowm sprang up in dre outskim to accomodate hundreds oftho-& of 
new arrivals. Natudp the provision of basic senrica and faciities, inadequate to 
begin with, did not keep up with the growing needs. And our modern humanitar- 
ian insdnm are prone to rebd a conditions in which our ne&bfs are 
inadequately housed, drink polluted water, and discharge their wane produrn 
into &e meets, erpecidy when these things are happenkg such pmxhky &st 
their physical reality can be neither ignored nor denied. In addition, many observ- 
ers doubtless recognized rhat large mazes of men, women, and chddm, living 
under condinions that by modern urban standards were htolrab'ie, wodd  event^- 

ally become a menace m the rest-hygienically, miaily, politically. n e  stress on 
more and better social services thus dearly responded to a perception of a need 
=d a danger. Whether it was o true perception, and whether die prescripdm was 
d i d ,  is less clear. 

It is hte~esthg u, ask why so much more mention had been paid to the effects 
of the urban explosion than to its causes. In virtually all of Latin America north d 
Argentina, Chile and Uruguay, the annual rate of population grow& then was in 
excess of 3 percent and in spite of arceedingiy weak demographic mtkics, there 
was a reasonable consensus &at this rate had been riskg in the past turo or three 
de&. Newrrhetess, neither rhe Sandago school (until quite recently), nor tbe 
social rnetiorists responsible for the Act of Bogota, nor the writers of the Garter 
of Pmta del b e ,  raised the question of popuIapim p-d rates and their 
r e l m c e  to Latin American development. In one sense h e  explanation for &is 
dmoss universal silence is obvious, as one stateman who bid raise the issue 
repom: 

Rarefy have I seen a debate so beset by pewasive irratiodlsmm and demagogtc manticism. 
. . . Some think chat xhe use of the pill is a North American conspiracy to keep the 



Amazon basin undeypulaod; others Mwe that it is a P m t ~ t  or b n k  anspkcy 
to undermine h e  Catholic hi& of our people; some believe &a by limiting the formation 
of mass armies or of mass markas in the underdmloped countries, the induszrid na.zions 
are seeking to perpetuate their gxdomhmr psition; still others see in the p-menr intensive 
research inoo &e negative deas  ofthe population explosion on econ~rnic p w t h  P I O & ~ ~  

but a conspiracy of the pharmaceutical trusts, ewr to mass profits &rough the sate of tlre 
pill. ' 

There is no doubt that the issue is sensitive, and perhaps it was inevitable &at in 
the design of the AUiance for P r o p s  it was omitted from either diagnosis or 
pracripaion. But this did involve a certain inteflmud confurion in that it ap 
peared as if the provision of more and bener socd in ructure was an adequaxe 
way of d&g with the problem. 

Bur in pracdce, real problems of prioriries in the dmadon of scarce Irmxestmmc 
resources muid not thereby be aknideii. Hornkg is a case in point. The objective 
of the AUiance was to provide, by 1970, 

adequate pomble water supply and sewage disposal to no less than 70 percen~ of rhe urban 
and 50 percent of the mid ppdation . . . to reduce the present nnoday rate of & d h  

&art five years of q e  by at least one-Mf. . . to increase the c o n m ~ s n  ofim-cost 
housing for b-income fadies  in order to replace inadequate and deficient housing and 
to reduce houimg shortages; and EO provide necessary public services ro b& urban and 

centers of pgulation.ib 

This was simply inconskene with the claims on available savings and foreign 
hmh, if a sufichlt amount was to be left for public kt-meslts in economic 
hfmctpkre, pkmte inwtrenrs in industry qyicdture, a d  sll the orher advi- 
tie char h d  go expand if the economic pd qs of the !dkce were to be 
w)ni.wd. 

Momover, devebped counaies had atready discowred thar if very poor people 
are to be &adequa~:elf (by rich counuies' standards) housed they need public 
subsidies, and this need mkd not be met in Lath America. The impEdon was 
that the larger rhe truly tm-cost housing p were, the grater would be the 
hnire daims on g o m a t  expenditures. rhe way, is an expime that 
Ir. k i n  Ameica mtseda the Alliance. Some of the mwt impressive blodrs of 
low-income aparunena were put up in fhe 1950s by some gowmenfs for 
renanrs who, being only spon&dly employed, f ' e d  m pay the rents &ax were 
needed to provide for minimum upkeep. The results haw been either new slum 
propercia-this time ent-owned - or rising bud uanskrs on cur- 
rent account, or b&. perimce is begking tc the attitudes of 
gowments and memd lenders, and the enthusiasm for programs of &is type h 
waning. A: the same time there are, of course, urban projects that can meet any 
ust of economic festbfiity and in which the benefc~es are per f idy  capable of 
paying for rhe con of the services provided. In drese cases the above strictures do 
nor apply md ride positive impact of such i n m e n u  on tbe socd and economic 
progress of countries may be great. 



The queszion of social servics and of viable levels of invmmt in socidy 
dsirabe but wnproductiM fields is one kue that has b e d d e d  go'tfemcnB 
and aid-giving agencies. Another, g v ~ n  more serious issue is land and tax refoms. 
I do nor feel q ~ ~ e d  to addren the land refom isue in depth, but I think that 
the conclusion i warranted that the impents to a meaningful land dorn c m o t  
come from an intemarional v e m e n t  bm must emerge from the righlr cunsteJ.1a- 
tion of political forces at home. h evidence E would adduce ?ha &e Zew Latin 
American countries in which land refom has memr massive rs of mraf 
pmpeq-Mexico, Bolivia, Venezuela, and Cuba-d mok the basic steps More 
the d f h c e  came into being. In oher countries, land reform has so far mostly 
meant more or less selective, and more or less successful, colonization programs 
on publicly owned land or, in some cases, the mere creation of a new bumucdc 
insinnion whose employees may be a rnd$Ae of the number of benefees .  
This is nor necessarily a refleaion of an improper response by the coumries in 
question to their development problems; it may jun as d y  reflect an inproper 
diagnosis of what these problems were. Certainly the pmb1ems of cornpries in 
which new, mble land is one of the scarcm factors of psdufdon-that is, in 
which drc cost of bringing additiozr_d acreage under cultivztbn is far k@er than 
in other counaies-are qualia%ixly different from those in which reasonably 
fede land is sdll u, be had wimour heavy inwsments. And the tenure 

armgemenzs for newn&Ey efficiefit partoral producers, such as dK 
countria, have very lide xa do wifh those. of the heavy concentrations of Indian 
popdatiam on infede lanand in Cmtd Mexico or in the Andean ,Vtipfano. In 
praaice, this, as well as rhe diEeremt degrees of politid r dhm d counnies to 
do any&-g about C?e disvibudon of a*cdtilrd pmpeny, wwas d w e d  by the 
fact hat AUiancc for Progress fiamcing-mostly &mu& the IIIB-was awarded 
in a iCew places ro supporr o n p k g  pr19gam3, but thin t nevzr became a cm~er- 
piece of &e foreign aid associared wi& the Alliance. h mmding ss closely 
come~td wi& zhe very n e w  center of mcid reIah~s as land tenme, each 
counny will necessarily have m come ro terms with its own rensions md conflim 
in its own way. Fortunate kdeed are the countries in which this process takes 
place bth peacefdy and sptemariedly, with a minimum of suffering and loses! 
But given the fierce passions associazed with land ownenhip, it should surprise w 
one rhar the spirit of the AUiance-rmIurion without vi01mce, rapid change 
casrefidy pimed and carried out by capable. technicians, more social justice mrd 
more economic efficiency- did not 'nd much appiica&~ and expression in &is 
area. 

'IBx reform is shimpie, b ~ t  only by cornparka. If. fact the issues zre 
s h i l a ,  but the possibilities for xcommodarion and compromise-or ewr obfus- 
&on-are greater and the e m o ~ w  content d the subject is correspor.wy 
lower. Moreovers here, too, short-mn rdtiies-the need to raise revenus quick- 
ly-have often ciashed with rhe long-run objective of a Irss regressive m -em. 
By and large, I suggest &at not very much has been done to &age the -hda-  
mental structure-a distinguished from the i d - o f  the  venue sykerns of La& 



America, which would tend to cornfarm &e view of &ox who hoid. 
systems r o o  are part of an intricate sociopolitical matrix rha; cannot be altered 
hghtly or by mere executive decision. This is not to say that some improve- 
ments have not been made in some countries, but rhey sre national im- 
provements arising out of particular national experiences. In some caws, dre 
improxments mnsisr much more of increasing awareness of the inequities of ihe 
traditional system of tax admininmdon rhm in replacing indirect axes by d k  
ones, which is some of the more skp1e-minded Alliance &emric was virtually the 
od y resr of p c e .  

If the ~ i s n c e  has had much of an impact in this ana it is, I 3 more 
subtle political om &an one of directly induced action. If o m  warnines the 
traditional literature of the left in Lapin America, it is nomble how little emphasis 
was placed on w reforms as z key plank in their p r o p s  for polirical action. 
M a n  an6 EngeIs may have put a progressive graduated income tax into Tbc 
C@mrnu& ibfanijsto, bur neirher their hth h e r i c a n  fouowers nor &ese fof- 
lowers' competitors have paid much attention EO &is or other "m$iordveB ma- 
NRS. There are, of course, excepdons, but by and large the emphasis har been on 
ozheer things. One impolrant explanation is rhe dBexnt historical experience of 
Latin America. For the most past, protest movements agahx rke vested inferat 
have been dody hked to reactions st rhe perceived &uses of foreign 
economic goups. It was only very as the importance of these groups 
either dearly waned or as some accommodation with thw was found &at was 
clarIy pdtable  to the nsrional emnomy, rh =ention of domestic refom- 

ce rhetoric, on balance, may 
have contibumd to this to some artenr, wen rhough at rimes the opposite seaned 
to be the case, u w ! m  domestic inrercsts were able to discredit particular reform 
measures as foreign hpsitions, offensive to the nationdm of the lei3 as well as 
to h e  ri&x. 

Increasing atrendon is also pdlially being paid to an issue dody related to 
&at of gr=i:er egoity in the rax system, but vinudy ignored by the A&mce 
ideoIogists. I refer to the i e d i ~ r i b ~ t i ~  apeas of public expenditures. A consider- 
ation of dim itspeas may at d~es can quire daexnt Light on the incidences of 
the fwd operazions than does the mere analysis of the sources of ~wnues. Thus, 
in Brazil a system of tax-S'haing arrangements cane imo being-s son of gigantic 
Hder Plan-thar transferred large sums from the rela&zly afH3pent Center-South 
to the much p u r e r  Northeast. A much less impressive, but more widely spread 
rcdinributk pmice is that of making cheap credit a&bIe b u &  publidy 
owned qgricdtural banks to peasats and smdl fanners with ex~emefy high 
default rates; whZc hadly a .rational way u, improve the lot of the "bend- 
ciariesfl- rand in the long nm a coarn~e~rndu&*'ft one-here is no duubx &at in 
the shon ~m rhe sy.nem s a v e s  an imponant sociopolitical furmion. AU this is not 
a, say &at the na imparr of public expendim necessarily redresses the inequities 
of the r m u e  system. men the benetits of public investments go to mail p u p s  
of affiuenr entrepreneurs in agriculture or idustry. 



The de5dency of nadrnd savings r:d-& che investments required for a high 
growth rate are an article of iaith in vimady all ps-World War I; devebpent 
economics. The di6c"dties of elimdly raking rhesc savings rates in counaies 
whose otpon, products f a x  a world demsnd that is cycficdy e a d  has low 
income and pice elasticities, have dso kofp?e pm of the wnwrld~nd wisdom 
in this field. Add &is rhe cornid imposed 33 the capcity to import by the 
need m service large and p w h g  aremai debts, ard the need for m e d  
assistance cn noncommered terms seemed dex for many countria. I indude in 
L% megory d a s 5 h c e  so-called ?Lard" loans fmm the World Bank and rhe 
o r h ~  capid ofthe IDB; it is dear that cvunaics bmwing fmm them, h o s t  
without mceprior., would have had to pay higher interest rater and would haw 
received shoner marurkic? and p c e  pe~olds if they had had to go to the prh%ae 
capid market for the same amowis. Neither would dka private in-at 
done provide t!ik answerI not udy because the require6 amounts may simply be 
rco large, but also because the conrinudon of rubstmid n s  bffcsws would 
 quire such hrgh reinvatmeat ratios that the political arpins of a npid tiw in rhe 
fore+wned share of a country's mpiral stock mi& become inrclemble. 
h the P m M e  to the Chmer of h t a  del. Ese i: was -ted &at 

The United States, for its t)m, pledges its e@om to suppiy fkmicid aid ~echicd coo-- 
tion in o r b  to & aims ofthe AI.iance for ~ m p .  TO this end, tbe United Stata 
will pmvide a major pan of the minimum of $20 billion, piincipdy in public h d s ,  which 
Latin America will hequire over the next ten years from d external sources, in order co 
suppIwena its awn efions. 

While rhe &ate of total requirements could not be more than a notional 
number, and the U.S. commitment was far from predsc, it is well to moHea that 
by any standard rhe declaation presaged a major inaase in public external 
assistance. And 6tii did in facr cake place (see Tab 1.4.. 1). 

Whaxever resenations one may have about rhe inclusion or exclusion of partic- 
ular irws-such as compensarory loans mid some PL480 sales-and whaterer 
one's views about rhe relevance of commitment as againn &buserrrent @yes, 
&ere can be linle question about the massive namre of the change in the  yea^ 
&er Punta d$ Ene. Moreover, the numbers in one imporrant respect understate 
the shifi, inmmuch as he share of hnds made a&bk on f:oncessi(ond wms rase 
F=~Y. 

The foUowing fgures bear this our, but they also cast some doubt on the role of 
rhe AUiance, skce the avenge terms of new debt in the rest of the less-ddoped 
coynuies seems to have improved even more (see Table 14.2). Mormmr, the 
increase in official aid to Lath America came ar a time when the payments for 
service of past and new homing were G i g  rapidly (see Table 14.3). 

Nemtheless, if frustrations and complalnw beset the foreign aid machinay in 
Latin America, it cannot be attributed primarily to defrauded cxpematins re@- 





Table 14.3 
F3mxna.l Debt Service Ratios, E 960 and 1967 

aemt the hope of an OEEC-like mangerneat under which they expected ro fare 
better &an if their share in thc Alliance funds were m be deermined by undiluted 
bargaining strengths. Arnold Toynbee may have geady exaggerated when, in his 
account cf the Punta Be1 %te Conference, he said: 

Ir was therefore n m d  and proper that the svucture and paver of rhe proposed Commit- 
tee ithe Nine Wk L M ~ ]  should haw been the main focus of the dkxwsion. . . . It k 
perhaps dso omiwus thar this was the poinr on which rbc U.S. &Iegadon ma with 
opposition . . . and . . . the wwi of the larger Lsrin American counuia p r d e d . ~ g  

Bur he is quite +P: in describing the c o n k  as one between the larger and the 
mder counuies. The OEEC-Mmhd Plan analogy was not fully ~1evant in any 
went, not only because neither the U.S. Executive nor the Congress were as 
&posed to accord parity of t ~ z m e n t  n, Latin American gownments in 196 1 as 
hey had been vdsdd~ Europe in 1948. One source of the ambiguity was that the 
Charter was a commitment of national governments. The DB, being originally 
the pmduct of a decision emanating from rhe same regional association of govern- 
marts, could, of course, be expeaed to be responsive in some way to the decisions 
Paken. Bur it was also a bank, with its own charter, terms of reference, decision- 
making machinery and autonomy, none of which it had eiher a rig$$ or an 
incharion to give up. So how was the new mddateal review prooedu~ to 
influence the DB's lending decisions? The W d  Bank had even less of a juridical 
link with the new machinery and was equally bound to keep intact: the auronomy 
of its own board of direaors in d lending decisions. But these two institudons 
were expected to provide 30-40 percent of the external official capital reallire- 
ments of rhe region. 



MormverJ rhey were, by same9 project fm6en a d  wen AID did not at any 
dmc gbandon pmjetx lending as an kpwt inarumeat for c h m e b g  lid. 
Wile a small body of teduiciw codd conceiMbfy make meaain@ recorn- 

I men&ri.ons on tbe amounts and terns of program loans q & d  to hmce a 
I 

1 p a n i d s  cowtffyjr's deuel:opmnn p h ,  haw could &is be done in a wodd of 
I 
I pmim lending2 1: b ihus difficult ro 
I 

I ti& of aid deeisiom could not have in arsy w e ,  of what 
t 

I the panet mmght haw done. The most &at could have k e n  achieved h this 
I 

direction is pmbably whap was, in fact, done her   SOU* the Inter-American 
Committee for thr Alliance for Props.  C W  pmvided a forum ar which annuid 
~ ~ C U S , Q ~ O D S  rook place that at i e a ~  codd be described as muldatedoid. 

In the preceding s~aion, reference was made to tie OEEC mod$. I mnmt help 
f&hg d;ac the w?~ok Wshd Plan analogy ha been one ofthe worn murces of 

ence. The mdogy was apnfonrumte m only kaw the 
npid and dmiatic results was bound to k djsappohted and & d g r e  &odd 
nevef have r&sed,'p but aim becsuse ofhe dBermm riame deific h~danen- 
d relation benveen the aid dono; and rhe aid rexipierits. 

It seems to me &at the Mash4 Pian codd eid4ei.e~ not haw worked at dl, or at 
feaa would not have functioned nearly a~ efFk5mdy as it did, if the West Europe 

gowmmarts had nor s h d  with orher and with rhe ~nizec! S Q E ~  a vitai 
set dcommon valca, prmises, and goals. This r n q  not be kmaehmIy apparent 
when one o o m p m  Adee's Britain w;& Adenauefs k m y ,  Itely mder De 
Gasperi and rhc R,nh Frm& !&~p~b1ic. Nmhe3m, it k probably &me that the 
common ground was immensely imponam. It induded basic atdirudes on proper- 
ty &q$ps, the welfare role of the statef foreign && (acepx for issues of colod- 
ism), reprem3a~ve governat and major evil Liberties; t included dl of hat and 
a fairly shpEe common aim, namely to i e s r o ~  snd d d c p  a sodcecohc 
m m r e  thar had aka+ L s e d  in the pas. It is not roc  M i c u l t  u, u n d e m d  
why the relation with the United ~ t s z ~ w a s  a woihble one. The &ng(ess, as 
w& as the Ekmtive, never had to go &mug$ a g o h g  qudom regarding the 
hhgpld politid aims of the pro or its c~nsiszency with the basic 

q ~ o m  of United Smes foreign 
fgorable c=snstefl&an% of ckcummca never exk9d in Latin America, 

and n&\er side ever fullv came to terms with the Lnpkations of this di. f fP~~l;te .  
The most familiar illUsaPtion ofthis is the un 
c o ~ p  an8 m % q  
a n  be w m ~ e r d  zs follows: 

f i e  deckion to extend foreign aid may be morimted by a desire m help countries, but irs 
impienaefltation wot!s &rough gowmrnenrs. Specific aca of extending aid thus imply 
+c d e n s  to supprz paKictIar p ~ m m e s r s  at p times. 



@ No lath American country has ever had a government that corresponded both in form 
and d m c e  to the form of government that has evolved kr the United Smes (which has 
bmd imitaritks with these of most of Wmern Europe); but the range of character and 
orienwtion of Arne* gmmmmts was i d  an extremely wide one. 

@ In view of &is, what were the concepts d nariond interest and national purpose that 
shadd guide the deckion regarding who was go receive aid? 

When the Chvrer of h t a  del Ese was written, it was hoped that the problem 
codd be exorcized by an an of solemn izancmtion, entided h k r h  to fbc 
Pqles ofAmt?ka: 

This Alliance is d l i s h e d  on the basic principle thar free men working thmugh the 
institutions of ~presatatiw democracy can best sausfy  mads apii ions.  . . . No system 
can ,pmmtee me progress dess  it. &is the & i t y  of the indivldua which is &e 
foun&o~ of our civilization. . . . Therefore the countries signing. . . have agreed . . . ro 
hpmve i ~ l d  m g r h e n  democratic k ~ t u ~ e r ~  h u g h  application ofthe prkip!e of &- 
daemirmion by the peopk. 

]En the words of Brecht's Mr. Peachum, "But ckmstance, it seems, wont have it 
so." The problem did not go away. Neither would any sober d v s t  at the t h e  
have been so fatuous as a, maintain that this panidar satemen; of intent was 
taken seriously by 1 signxaries of the Charter. Ruher, m cyps of m e r s  
were given at the h e  whenever this panidax issue was raised, and both have 
s k e  been prawn wrong. One answer was that the economic d d ~ p m e n t  that 
would be engendered by the ce wodd g about pohrid 
democracy; that is, that wide some gaernmen besipingin bad 
faith, they wodd eventuat1y be the deceived rasher than the deceivers. %r did not 
e v e r y e  know rhar devdopmenr means the rise of a middle dass and strong 
middle dass means The other type of answer, on the face of it more 
pragmatic but in practice no less illusory, was &at while the ideology was valuable 
for public relations purposes, in fact rhe sheep would be separated from the goats 
and gwemments that evidently did not share the basic value premises of the 
AUiance would neither want to, nor be allowed to be dosely associated with it. 
They would be d e d  out from receiving much aid because thq, were not living up 
to their Alliance commitments. 

This did not happen, nor couid it have happened given, on the one hand, the 
multiple purposes of bilateral foreign assistance and, on the other, the exmme 
com&exity of the political judgments phar such a policy would have required. 

ing the fim point, Robeno Campos has drawn attention to the fa that 
the Gngress, in the 1961 Act for International Dmloprnent, committed the 
U.S. gownmat to five principles in the allocation of aid: 

8 strengthening the economies of the underdewiopai fPiendly nations; 

encouiq@g the flow of private investment capiral; 
making mistance adable on the basis of an environment in which the energies of the 



peoples of he wodd can be devoted to comstm&w purposes, free of pressures and 
erosion by the a d v e k e s  of firedom; 

+ serving as an inamrnent in the cold war; and 

@ sf:imuhtng p w t h  and favor the equilibrium of&e economy afthe United Smes.2' 

Clearly, h e  applicztion of these principles was fraught with problems of internal 
consiaency as well as with difficulties regard'ig their compsibaty with the 
Charier of Pmta del b e .  But the second point is more fundamend. Does any 
pvernmenp haw the knowledge, the ins&r, snd rhe wisdom required to make 
valid judgments regarding which foreign pxmmenrs d a m  support and which 
do not? It might be argued that such judgments are the essence of all foreign 
policy decisions, but chis would ignore the vitd distincion the foreign 
aid relation and the convenriond reladons bemeen governmeno. Conwntiod 

policy does not have to go beyond the quation of whe~' t p d l a r  
cormtry's form of government enables it min long-ter: ~:ims with 
other nations, based on a broad aPsd -tam hterprador, = aaxiorraf 
self-interesr. But the aid relation is a fir more inhare one, arnd it ;_<re &a% athe 
quaion p a d  above cannot but receive an uneasy rcply. I t  should be noted that 
such kximtions as the World Bank atnd she hter-Americm Ba.nBr 
are, in this particular respa,  fundamardy diEereat from the U.S. pvemrnen'~'~ 
aid-@Y;ig machirae:y; while h e  Ism by statute must make such poliricat judg 
meno, the former are, also by statute, forbidden Irom making &ern. Or d e r ,  s 
financia internediaries who depend on the confidence of the capita market in 
their loan analysis and cdwombinm ju+epza, they are obltged to ask heir 
debtors whether p a r t i d s  pokcies are suitable to foster economic development in 
a partiw1a.r country. If rhe answer is clearly nepdve, thqr can zry by wmasion 
or - ultimately - by wiwo'i&g new loans, to induce more connm&k policies. 
This is not easy* bur experience shows that it can be done and that it is possible to 
do it in such a way drar rhe basic propriety of such a is not d e d  hzo 
quaion. Even rhough h particular cases the borderhe economic poli- 
cies and economic pobtics may be debamble, the r n h  t h m  of 
the judgments that the two types of io~eufions are regpiired to make is, in my 
undemsnding, a basic one. Howwer one Views rhe h r e  of rhe region, rhe rising 
tread of a ate-centered nationafism cannor be overloed." Any vkbfe aernal 
asckxtce effort will have to indude a condnuing dialogue on innumeralbie eco 
nornic policy issues. But m be and remain viable, an approach and a style win 
haw u, be developed &at is sensitive underIyhg environment and to the 
limitations of extarnal influence. A p that goa beyond this and that, in 
addirion to arrempting to influence particular actions, tries to impose from abroad 
a judgment-enforceabIe through the withholding of aid -on what kind of gcmsn- 
ment is best suited to a particular people at a panic& h e ,  may be apead, ar 
best, to be pkgued by rhe mosr serious and persistent kinds of frictions. Or k may 
fail, as is especially iikely when the peoples involved are as varied, as complex, and 
as &efi as those of Latin America md &e United States. 



In suppc  of &B view. lie me cnndu~~de by ccidng once more the author who 
gave me my initial &erne f.;r this chapter. Ter. yeas before Punts Oel Ene, he 
spelled out his vision of a proper eraproad to foreign relations: 

It w a  mean h e  mergence ofa new attitude among us zo many things outside our borders 
&3t are i a r i ~ i ~ g  and mp1-t m&y . . . an attitude d d w b e n t  and soberness and 
t~adines to resent. )~dpenr. Ic will mezr? that we wiU haw the m d e s z  to ack-nir d m  om 
own national self-undemhg-md the courage to nrcople rhat if our purposes aod 
mde-@ C here at home ye dzcent ones, emdied by arroprr or hostility towad 
other people or deliaons of superiority, them the pmit d o u r  nadond kcerest can ncra 
fail ts be conducive to a e3etre.r mdd. This prospect is its ambitious and !ess invipiplg in is 
k~mediare prospects than those to xyhieh we have o h  indhed, and im pleasing m our 
image of ourselves. To many it may smack of cynicism and reaction. I cannot s h m  
doubs. Whatever is reabtic in C O E C ~ ~ ,  and fcu.rided $a cndeavou~ go see s e e d -  and 
othm s we d y  are. annos be ~ibeId.23 

1. Since ehc k?dhmse was conceived as a 1 ! Q - y ~  &art, 1369, whm the fk? 
version ofthis essay was written, seemed an approprize xime to mempt rn duatkn .  My 
opinions have changed only $ some minor xq- since thee. I h m  not tried to updart 
the aery: &e oif shocks, the debt G Z  a d  the da,dopmem in C m d  America d 
ciaem treatment o depth than wudd be possible w i t h  ihe codma of this 
chspzer. I have shlO 
where sernec! appropriate. 

The views uprc3ssed do n a  necEssariy d e a  rhost of eirher the Wid0 ~ & 4  or the 
OirS. In pyaring 6% original p w r  I seceiwd hdp5.d c~ments  fmm Gedd Louis 
Wdinsky, filbert Wirerstcan, md Ivkfi-p Weiner whc, howwer, mmusr 1 be held bkme 
1 s  for any errors or misjudgments. I &sa ben&xted f i ~ m  & 4 0 n s  W& Ernest0 
*rifncasr~, 

2. See Karl Popper. & cpm and 22s E m k s  (London: &udedge & Kegan Pad, 
1945). 

3. Albert 0. NL~dman, Wealogies sf Eosomic ntmf in hitin Aimeritaln 
Isms, ed. A. 0. Hisclanan (New York: mtury Fmd, !F61). 

fohn C. Dreier @dri.more, Md.: Johns Hopkns Press, 1962). 
5.  A foul& one - hpmvmms of the psition of prinaay commo&ties h internaxion- 

d trade-was a b  there but vanishe6 sa fast that it wid slot be d d t  with in this dzapter. 
Eva since the c ~ a i o n  of UNnAD, this i s  dte furam in which Larin Arnerifa has a @ e  
muldJateid action on ntmmdities and ody pehn ta~ ry  lipservice is now paid to the 
possib&v of inter-heTim assion in this fidd. 

6.  Nathaniel k E  has ~ 2 d e  a quite cunvktchg c a e  for the rdarit~ independence of 
successive B r d m  fmm h e  prssxres dmch sociai goups. ~ e e  his -& 

tPe Brazil 1947-6964 @+Jew 'dirk: Jokz Wdey b Sum, 
1968). n e  truth, 1 rhkdk, is that poliiicd pm- h hxb America are far more complex 
rhm ihe simple dm shanes assumed. These are, at best, uwful points of departu~ fur 
d d e d  analysis. 
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7. Wihout dweEoping; it, Robeno Camps has sugestd the same point. In The 
Alliance as a Diagnosis" he wmce: 

An analysis of Phis &agr~c& wodd reveal an excessive generaksion of the &a.maerkic traits of 
erooomic and mckd debpmetit. if k is possible and desirabie ro emt!ish the general outlinllcs of zhe 
crisis, without which it wouid Be impossible to prescribe the therapeutics for its soiuriam, it is 
necessary, on the o h r  hand, m keep always io view rhe djardry bf the national and regional 
conditions of Lrh Amaria. The -r of penlization lurks W d  its u d e s s .  It suffices to 
think of h e  M e m c e s  in culture and rnenoaliy that exist bctween Spanish America ad Bra . - - to 
perceive the complexities wrbLi& an abstract conception of the Latin Ammican problem can bring to 
the ask  of its solution (R&ento de 0Biveit.d Cunps, on Latin Am* 
Ausdn: Universiry of Tias Press, 1 967). 

Tb the d t u d  and i n t e ~ e m d  Mererrces I would add the ernonnous differences in 
resource endowment and locadond advantages or obstacles as wd as the diversiry in the 
evolution of s o d  institutions-such as land mure systems-which in part may bc subsu 
med wder d u d  factors but which in pan dso responded to extraamus political 
events- such as the war ofthe Tkiple Alliance in Paraguay or the Mexican Ekeluei .~~ -and 
in part were themsefvm a consequence of fmur endownma. 

8. I refer* of course, primarily m their dynamic &m, thar is, to the impediments &tar 
they create to funre grow&. Their static d k a s  are at least rougbly measurable, but &at 
exercise is of more hii:eb interest. 

9.  Thus a symposium, in trying *9 evaluate die planning experience of Ladn America, 
condudeb: 

Ahhough in principle there are many h g e r  m Panning with a h e  hofiirfi from ra, m, ray, 
twenty -5, in practice nmdy a shorter horizon w a  haw to be a&pted. An a n n d  plan dated, 
perhaps, to a medium-term plan m y  pmne to be wmKaE,le [emphasis added$ 

See Phmibrg md Improvement $ P h h g  in Mat Amoim, h p n  of Srudy Ooup No. 
3, Iiigenia de Navarrae and K. B. G&, secrezaries. Repa puMkhd by the Confmnce 
on Crisis in Plnnning, held under the auspices of the Institute for Mopnaent Studies at 
the Unixrsity of Sussq Brghton, U.K. in July 1969. From the underlined phnse the 
inference is unmhkabIe drat 0 other methods had not worked, and (ii) the proposed one 
had nsx been tried. 

10. I once had it explained m me thp a pmculhr 'pIaq'' was going a, be far superior to 
the preceding one because inmad of an input-output mauix with conwt  coefiti seats, a 
modd based on curvilinear inter-se~tol;ll relaions was to be used. The country in question, 
at &ZE t h e ,  did nor yet have an index of industrid production, and d does not. 

1 1. Albert Waterson. De0.e-em Bbming Lesfm $ @a]lhore: J o b  
H o p h  Press, 196S), p. 101. 

12. Wai2 S a a ,  The Nine Ww Men m d  zh r Progress: in 73e C&&d 
PmsZn'p,  eds. Richard N. Garher md Max E ew Yo&: Prqer,  i 9681, p. 
260. 

1 3. Waterson, Dtrvewmt P h n i g ,  p. 100. 
14. For a dimnring view, see Chiaudio Vek in his hmdunion to Tbr POI& ofCmzfd- 

y in eafin Ammita (kondon: Qxhrd University Pk=s, 19671, p. 12: 

Conwdyi the r e f o m s - ~ ,  f i  and drnininmdve in the m a c e  for P q p s s  version- 
whicb were considered absolutely e s s d a t  if economic gmwth was to take piace, have not bem 
kplaented but this has nor p m t e d  industry from e R d d y  &rig rm h a number of 



countries. 0 f  course from evexy ct>nceivSbtc pint of viewI &ese dorms are mssr desirabie . . . b ~ i  
they are ~ o t  abwIute!y esmt;a to amre a modeme hare of eco~orsrk +. 

f 5. &berto de Oliveim Camps? Do C k ~ m  & GW ( C ;  Ri!o deJaneim, 19671, 
g. 95-6 (my tsnslatbn). 

r 6 .  Chmer Prlnf?z dei h e ,  Tide 1, paras. 8-9. 
17. lt should be nored &ax by now (1  far more pragmatic approach to d y   OW- 

cos hosing has k e n  developed and is hg to be adopted by many of the World 
Bank's Pjomv~ecs. 

1 8. Arnold Top&, A m  d t h  MrH PmoE- d h a  (New Yark: 
OxPord University Press, 1942), p. 229. See a h  hi2 Saez, GMal Pammba'p, p. 2 f 7. 

19. It is odd &a &nnm feels &ax, &seen k ~ r i d j r ~  f'm she p r t v e  of &e 

xu be ddenged. This wa, hwetzr, not the c z ~  as the dme? See G a r s  E 
rs f92F-P950 (Bosari: Lide Brows, & G., I%?), p. 353. I m.n see 

ilk d~sth&orn is wid& perceived wen EW, 
20. lhis point is s . d ' b i  Vdiz: 

Thse wrong models have inevimbiy tart b d  on the succdd industrial experience of mine 
western nations ody, less anentio~, m t ~ d y  beins paid ro sire eqmie;tct d&w wirh less i.mpressi9rp 
id=& records. Thus &e countria of &e AMeditemean nake little or no mntribrnion to he 
m r n a & o ~  of Lhse models of pwt,?~. For q d y  ulsvious reasoris the vague i9nzXxazba d 
piitid and K O D O ~ ~ S  jllbedsm wi& the gmwt.h of bduszq- and ehe doLm of p & M  
kstimdom has 'm accepted, togaher with h e  noelon &m the c m d  gvvenmenc is at k tbe 
passive insrmmmz in the hiads of one or oher of the modernizing in dlistd&*~g p u p i n p  WeEiz, 
Po& @*@, p* 9). 

2 1. Wokno de Oliwk C m p s ,  R$?%&zLF m A- (Almin: 
Universiry of Ti* Press, 9 9671, p. Z 29. 
22. %r a ~xrong, but probably RGE aaggemed, mmar to &is &kc, see C k & o  

Ve&z, " h & c r n  utd ~ a ~ i o n d i s m  k Ame~ica,~ F ~ g a  A+.+.ain $7 (keber  1968): 
68-8 3 .  

2 3. George F- kanan,  Aztwi59E 1 9 -  2 950, (Hew 1Zo~k: Meaaior, Z 9 5 I), p. 
$8. 



libe Private Sector and the Alli~nce 

It is useful to reflect on rhe Alliance for Progress from the two seemingly opposite 
perspectives from which 1 had the opponmify to observe ir: rhe U.S. Race C o r p s  
uzd the U.S. private sector. 

Although the Peace Corps was part of the Alliance, many in the Peace C o r p s  
saw the U.S. government not only as the major driving fora behind change, but 
also as one of the chief obstacles-dong with local governments snS the p-ivitte 
sectors of b?th the United Stares and Latin America - in is path. 

hiring the fm seven years of the Miance, I worked with the Peace Corps, 
primarily in Latin America. Nine yearr later-a l i d  older and, I hope, a little 
wiser-I moved into the private sector because I b e l i d  it had greater potential 
to achieve rhe goals of the Alliance. I felt it war. a more effeceive source of needed 
technology, management skius, access to foreign markets, and capid. I had come 
to R ~ I L ~ ,  for example, that government efforts to preserve jobs could not work 
efiicieratiy in the absence of an energized private senor. Thus my contribution w 
rhis reuospective of rhe Alliance f3r P r o p  lien in the fact that ! a- one of the 
very few people who served with both the public and private ~eaors. 

The AUiylce for Pmgess was a government-to-government program, focusing 
more on politid and social objmispr than on economic gds. No s p d c  role 
was ever caned our for the private sector to play. There were from the outset, and 
sill are, many obstacles preventing the prime seaor from making its essential 
cont~bution-a comribution wirhout which the A&ance's goah were not and 
codd not be met. b i n  America is facing increased wodd-wide cornpition for 
this private sector convibution of technology, capital, management, and market 
access. Only by forging what I cd a uparmership in development" with its own 
private reaor and the foreign private sector can Eatin America achieve rhe full 
potential ofthe AUiance for Pmgress. 



THE VIEW FROM THE PEACE CORPS 

1x1 preparing these ~ma;ks, I consdted with ar least a dozen of my co!!eagues 
and friends from the Afliar~ce dgys. When B asked Jack Vaughan, who was the 
regional director for Lath America when I went overseas w& the Race Corps 
and who later succeeded Sargeant S h i m  as director, he told me of an indent in 
which he psrdcipared that characterizes the views we hdd in the Peace Corps. 
Jack had been asked to translate a later sent to President Kennedy by President 
brnulo Bmcourt of Venezuela, which read: "Not shce the first Texar; busta- 
bouts came to drill our oil in Venezuela has there been such acrogmce as that 
shown by the AID and State Department representatives of the-Alliance for 
Progress who have come here to tell us what to do: President Kennedy turned to 
Shriver and Vizughan and asked: "How cm we fix the fudge factory?" Shriver and 
Kennedy agreed that perhaps the Peace Corps was the antidote to &is attituditld 
problem. 
In general, the leadership of the Peace Corps shared Betancourt's notion that 

U.S. p-~mment  officials were more a part of the problem than of the solution. 
Nonetheless, we saw Kennedy leading the U.S. government toward idealism and 
a&oa. In contrast, w e  dearly urw the U.S. private sector as the enemy, because 
we thought it was exploiting the poor in the less developed countries. 

The Peace Corps slso saw local governments as entrench4 bureaucnicies, but 
ones through which we had to work. In those days we preferred a, go around the 
local government, directly to rhe people, whenever possible. As for the !ocd 
private secror, we thought &at it was at Least as bad as its counterpart in the 
United Stares and in some ways worse, because it exploited i ts  own poor people. 

For the Peace Corps, Local communides were the key. The voiunteers worked to 
hdp create and/or strengthen local hstituzions and to help them demand heir fair 
hare from due bureaucracy and the exp10ita.d~ locd private sector. The Pace 
Corps viewed itself as a p e o p k - f ~ ~ p p l e  program that would haw. a dkct  hpaa 
on the red &cure of k a h  America. 

THE P E SEmOR ROLE IN THE ALLIANCE 

Most ofthe people tied to the Alliance with whom I have spoken over the years 
believe thar the private sector, like the AID and State Department burmurracies, 
was more a part of the problem than of the &tion. This feeling applied both to 
big U.S. I n - m r s  and to the local private sector. For &is reason, among others, 
the private sector role in the Alliance for P r o p  was largely an aftedought and, 
in fact, the prime sector was pleased not to 6e pan of the .Miace. 

There were a few key A U k c e  leaden, such as Wiuiam D. R D p  (the pro- 
gram's second U.S. administrator), who u>Id me that it was not w much &at the 
private seaor was an afierrhought; rather, he said, the focus was paimdy on 
what governments could do to counter Fidel Castm. Most creators of the Alliance 
believed that it was governments that could win the h e m  and minds of the kadn 



American population and save them from C m o .  It was their assumption that the 
f 

I privarse sefior would fo]Uow, but these arsumptiom were never developed in explic- 
i i . ~  d e d .  
t Evwyone agreed that a major problem in Latin America was the weakness of its 
I infmmc0:ure. Their &ought was char governments would improve and strength- 
\ en the roads, o~mmunication and maaspomtion systems, schools, and so on, 
I which in turn was supposed to motivate the private sector to create jobs, increase 

production, and make the economy grav, hand-in-hand with the Alliance. How- 
ever, no real effort was made to ensue a key role for the prime sector. Even more 
imponant, perhaps, there was little thought given to the question of how to 
motimte local investors to invest in heir own countries rather than send their 
profits out of the country. The overall approach was one of statist, gowmment-led 
development. 

In the US., there was more appreciation for the private sector than was evident 
in Latin America. President Kennedy and others frequently referred in their 
speeches to the c sentd  role of the private sector, although this generally was not 
trmsIated into concrete means by which it could participate in the ce for 
Progress. However, JEK bid invite Peter Grace to head a Commerce Committee 
for the AZltiance. 

The AllIance':r limited success in achieving its specific economic gods was 
pardally due to the fact that the private sector was not motivated, was not 
energized, and did not become a partner. in fan, the lad private semr pnXected 
its own intzreso, which were o h  in conflict with the goals of the Alliance. 

Iccal gaemmee~is stifled entrepreneurial risk-eahg and U.S. governments 
advanced the inrrrcsa of a few U.S. investors in La& America without making 
them a real pan: of the AUiance. U.S. gu,vement support of the Intcmationd 
Petroleum Company against nationdizadm by Peru provides one example ofthis 
phenomenon. 

As a resulr of this approach. capid fight from Ltin America has sometimes 
approached and arn exceeded capita inflows. 

OBSTACLD TO A PARTNERSHIP IN DEmmPMEW 

Among the many obstacles to the eEeaiive iitepuion of the private seetor imo 
the Alliance for Prngress were the following: 

1. The A1liance represented a stptist approach through Lwttutions and regulations. The 
bureaucratic dkhmtivn in Lrin h e r i a  were considerable. For example, in a recent 
two-year study in one Ladn American country, it was found that it tmk 289 workurg d a y s  
to create a small 1:actoq~ It only ztook four hours in Miami, Rorida, to create the snpie 

business. The k i n  &.cia effort inwived offering 28 bribes, mmpared with none in 
Erlliami. 

This expanded government rule acted as a deterrent to the private sector rather than 
motivating it ro pankipare. The scatkt approad! led gowmm&t to take an a d w r d  



attitude toward businas. h fact, most Latin American governments at the time had come 
to power with an anti-business bias and a p of socd r&ms. 

2. During the Alliance pried, there was a subsantid increase in the number of State- 

owned enrers,rises, which often became enormous and wildly inefficient. Sme-owned 
entaprises devoured milable capital, contributed to high debdinterrst payments, and 
monopolized the field in &us economic sectors, thereby d i s c o w g  the prime secmr 
and l a h g  to noncompetitiwnev in those industries and in the economy o v d .  The net 
result was the dimu-ment of foreign investment, with its potential for technofogy 
transfer, capid inflow, job creation, and the development of i o d  infiastmau~. 

3.  Tkx laws tended to discourage private sector investment, as compared with ather 
countries where mx laws represent incentives. 

5. Rig~dities in the labor market. 
6.  Ddays in the rewIution of disputes. It was much harder to get speedy justice in l o d  

coum in Latin America thm in most other places. 
7. Eco~ornic policies that led a, h& inflation, hgh capital cars ,  and unpredicrability. 

These policies were dm &araaeaized by unrealistic exchange rates, price controls, and 
performance requirements. hiin American government? had limited contact with the 
private sector, and there were few inaimtiom to faditare exchange or consultation be- 
tween the two. Findiy, gowanrnent policy genedy tollawed an imporr-mbstimxion ap 
pmach m~heP than one of simulating exports. These policies led to an overall business 
environment &at was neither competitive for attacxing foreign investment nor for export- 
ing at competitive prices. 

8. The l a d  private sector had no interest in becoming competitive in the world-wide 
markez. Local businessmen were protpctionisr; they opposed the cornpition that foreign 
invesunent would represent, and they supported the statist bureaucratic sbmcIes. 

9. The U.S. gowmment supported its mulri~ationals in disputes against the b i n  
American governments, but did not e d i  &em as part of the Alliance for Progress. 

10. National government leadership did not dwlys ddme its real long-term national 
interens. For oiampk, the educationd 9-seem did not turn out people prepared to manage 
efftciendy and innware, and there was lide government ruppon for research and develop 
ment. Governments did litde 20 i m p m  the climate for risk capital; inswad, gowmmemd 
astimdes rmded to favor politics over pragmatism and ideology over reality. 

IS NEEDED 
mc 
BUSINESS EW2RONMENT 

No longer is esch Zatin American country competing only agaion its neighbors 
for potentid foreign invr-mnent. Rather, each nation in the Rgion is increasingly 
competing against 1 dewloping counaies, especially those in Asia, as wdl as the 
developed counuies of Europe and N o h  America. Even communist cornvies 
are increasingly using free-market principles. A. resuk, fordgn capital is shihg 
from ]Lath America to other regions of the world. 



Latin America n d s  a p w t h  strategy baxd on becoming competitive within 
the worldwide marketplace. Such a strategy must indude the private semr as an 
equal p m e r ,  not as an &eIrkou&t. 

White most Latin American governments in the 1960s mme to power with an 
anti-business bias, there is a new, positive trend toward shifting the emphasis away 
from government and excessive government c o n d  and toward the private see 
tor. This 4, rhorlgh not so pronounced as in the U.S., Japan, and Western 
Europe, is nil1 an important beginning and it needs strong reinfc)rcemeat. The 
recently expmed anirude regarding privatization should be converted into 
action, 

MOROR~, governments appear to be bi t ing  some of the excesses of their sate 
owwd enterprises. There is also a growing awareness of the need to improve tax 
laws. Lath American presidents are redking that u, earn money a, pay off their 
debts and fund necessary ptd, they mua seU and export goods and services on 
a competitive basis in the world marketplace, not only in their own protected 
local markets. This means that they must attract foreign inwsunent, not just morc 
loans, in order to become comperitiw. They are discovering rhar it may be easier 
m control investment than to deal with debt service. This is a healthy reversal of 
the earlier conventiond wisdom. 

Latin American governmenu are reahiig ss well that here is world-wide 
cornperition for foreign investment funds. They also have come to see that, 
ironidly it is often their own private senor that is resisting foreign investment in 
order a, its own protected markets. It is a positive d m b e n t  that 
increasing numbers of Latin American countries are joining GATT and openly 
encouraging foreign investment and a more open, fiee-market economy. 

Thus, there is a m o m e n t  mmd a competitive strategy for in partner- 
ship with the local and foreign private seems. This shodd be developed in a 
bdanced partnership in which governments and private sectors make morc of an 
effort to understand each other and ivhat is necessary to create a compedtive 
business environment. wl require more open discussions and the dewlop 
m a t  of institutions facilitating regular consultation. It will dso mgln the elimina- 
tion of the red tape that required nearly one calendar year to create one small 
business in Latin America. Gaemmena will haw to foster competitive attitudes 
and procedures and continue to wise their tax laws and dw1op imgmved 
methods for resolving disputes. 

Multinationds that seek to ~articipate in a partnership with government must 
undemand and accept the legitimacy ofthe host counuy's goals, laws, and dues .  
They must propose to governments business plans that -&redY support these 

while ensuring profitability, so that both sides will be motivated a, condnue 
the pmership. 

Mulrinationals must conspic=tlously practice model corporate citizenship in all 
of its aspects. This means paying aU taxes, competitive sdar'res, wages, and bene- 
fia; contributing m the community; ensuring reasonable job security; and in aU 
ways respecting the law and practices of the host country. 



It is in the interest of U.S. rnuftinationd fims to build on h e  more than 100 
yean of U.S. experience in Ladn America. As cornpad with investom fmm 
Europe snd Asia. Americans know the region, its culture, lmg~age, and business 
environment rel&vely well. We should recognize that for a variety of reasons, "we 
are in this leaky rowboat together.? If Latin America cannor grow and develop a 
strong, compedriw economy, rhe U.S. will suffer not only through its banking 
system, bur also in terns of its own wodcl-wide competitiveness. 

Multinationals em help countries where debate has evuIwd from the old argu- 
ment of growth versus equity (redistribution of income) to the current conven- 
d d  wisdom of striving equally for both, to see that perhaps the next stcp is to 
achiek equity as a precondition of growth. Unless we can promise our workm 
increased job security and a sense of fairness and parridpation to motivate their 
full commiunent to pmdurriviry, we will not be able to remain competitive. 

Emally, multinationals must ensure that communications are kepr open be- 
tween bushes and government to avoid future misundemandings and to ensure 
an ongoing, attractive base for our develtoping partnership. These days, relation- 
ships are not forever unless they continue to serve the interem of both panics, 

To sustain the current positive vend toward democracy in Fatin America re- 
quires an efifedw smegy for campetidw growth. This strategy needs to be based 
on a new Alliance for Progress-one that builds on the successes of the old 
Miance. 

Perhaps my own transition from p.s~bIic ta private sector pdIe1s rhu necessary 
and emerging trend toward an Akmce for Progress that is an d h c e  not just of 
pvemments, but of the public and private secton within each country. Perhaps 
through such a balanced partnership for development lies the road to ashiwing 
the visionary, 2 5-year-old gods of the original A . h c e  for P r o p s .  



I6 
Eabor and tbe Alliance 

The AFLClO's Amwican Institute for Free Labor Development (4JFkD) is 
probably dK sole existing uade union organization that played an active role in 
the Alliance for Progress. A discussion of the Alliance by the AIFLD, naturally> 
will be restricted to labor's input and accomplishments. 

Firn and foremost, the Alliance-not necessarily as it was conducted, bur 
certainly as it was conceived -acknowledged dar economic p w t h  could not be 
relid upm, in and of iuelf, to develop democratic societies. Tkex were not new 
thoughts, of course, but it was a new recopidon of the need to dwelcp aid 
programs that would be supportive of democratic insdnrtions uld forces in what 
was then d1 an area of the world dominated by authoritarian pvemments. The 
government of the United States, working through the Alliance for Propsq, was 
s u p p ~ v e  of the AiFLD because there had been an awakening to tbe fact &a 
societies could not be or become democratic in the absence of a mdod of 
expressing worker opinion and dkontenr sad, at times, support. The US. gov- 
ernment recognized &at only the AFLCIO codd successfully work with demo- 
cratic labor in Latin America. AIFLD, for irs pm, became an immediate and 
willing parmer in the Alliance. AIFLD dso rec rhe enormity ofthe task of 
providing education and social projects through which union mowmenrs could be 
integrated i~ro rhe fabric of their societies and ultimately obtain the political 
power required for democratic change. 

It mua be d e d  that 2 5 years ago the hemisphere war experiencing- or only 
~ f d y  emerging from-the dimtorships of Rbjas Pid!a k Glombia, Perez 
Jhenez in Venezuela, Odrh in P a ,  Trujdo in the Dominican Republic, and one 
ofthe Sornozas in Niauagua. It would be easy, in 1986, to minimize the difficulty 
ended in providing aid to democratic institutions such as t d e  unions &at were 
opposed u, this rogds gallery. The vadidonal aid programs-well-intentimed in 



terns of improving health services, educ- ?ion, or sani~tion-were good in and of 
themselws. There was, however, no guarantee that they would improve the status 
of the average citizen of Latin America unless one accepted the now discredited 
"nicMe-dawnn theory. Momver, democratic organizations that could be counted 
on to oppose the dimtors could, under rhe preAIliance aid p m ~ s ,  be support- 
ed only marginally md in an indirect manner. Gmwh, therefore, while dtimaee- 
Iy a necessary ingredient for social progress, was not a gumtee  of it. Strong 
union orpiaadons, which could be instrumental in betrer distributing increased 
wealth, were acsepred by the planners of the Alliance not only as desirable but 
indispensable. In fact, the i i p m c e  of labor to the development of Latin 
h ~ ~ r i c a  received its first oecid recognition in the Foreign Assistance A a  of 
1961, which stared that it was in the interest of Ehe United States to foster 
democratic institutions, pardcularly unions, overseas. 

This congsesiond recognition of the role of labor in developing ceunvies 
ed quite nicely with the policies and principles of the ~ 1 0 .  The m- 

CIO hui long argued that dewlopment programs must have the support of labor 
8 they were to be successful. Funhermore, labor support for a countxy's develop- 

uld be better asured if nnro things were taken into consider- 
labor had a voice in daamining d m e e n t  priorities; atld 

second, that tabor could bc expected to benetit from the programs. Ddopwcnt, 
therdore, had to be a nat;onal issue- not just a matter for consideration by the 
etites of business groups and political parties. 

These principles, accepted by the AFLWO and the &earn ofthe Alliance for 
P r o p s ,  were nonetheless f~quentlly avoided in the pramice and implementatiosi 
of p r o p s .  They represented, in essence, an anempt to change historid poiiti- 
cal attitudes toward labor, and if change did not occur as rapidly as we would haw 
liked, that is underorandable. However, &the education programs of the AIELD all 
contained a component on the basic rights of labor and the need for labor's mice 
in the development pnmrs. The socd programs ofthe Institute, such as w~~kers' 
housing, credit unions, school rehabiiitation, producers' cooperative formaion 
and the like, were all d i r d  roward improving not only the image of unionism 
but also the standard of living of ~vorken. Gradually, the change occurred- 
imperfectly, grudgingly, aod unevenly. Unions came to be accepted u nec- 
fanon in democratic societies, the ultimate end of development policies. 

Although it is by no means certain that the planners ofthe Adimce had rhis in 
mind, the anempr m elevate the political position of labor oversas n d y  
enhanced the role of U.S. labor in the formation of U.S. foreign policy. In so 
doing it made our own foreign policy more democratic. Georgy Meany found it 
necessary h hose early days to defend thk for* policy mk of laau8r by ding 
Senator Fulbright of the Foreign Mations Gmmimee that foreign 
much too i m p ~ t  an issue to be left solely to the State Depaz~menr. 
was obviously not terribly complimentary of our foreign service, it did sem n, 
forcdully state that the type of dudism that the Auiancc was encoli-g for 
Ladn America might equally will be adapted by the U.S. in the creation and 



exemtion of foreign policy. U.S. foreign policy would be better as a result cf input 
by labor in otha democratic institutions. 

~stoFims will have to decide whether or not the Miance lasted for a full 
decade or whether it terminated with the death of President Hennedy. Neverthe- 
less, the ideals and rhe g o d s  of the AUiance axed as a bridge from the previous 
policy of benign neglm toward Ltin America to a more mature policy bared on 
mutual respect. It is doubrful that many years later President Caner could have 
succmsh11y initia~ed a policy based on rhe abolition of human rights vio1ations 
unless there had been the previous emphasis on the dmlopment of democratic 
institutions. 

It would be an error to give the impression that ideals sudr as the political 
paitidpation of labor in pludkic Latin societies or of labor9s participation in the 
demoentic process were immediately acceptable philosophis in Latin America. 
Indeed, even today, there are sectors within Latin America that equate the words 
"trade unionism" with communism. It can be fo y aped,  however, &that this 
is sigdcandy less so than it was 25 years ago. it can be funher argued &at 
the diminution of extreme right-wing philosophy is, at lean in part, a result of rhe 
work of the AUiance and of the efforts of many of the people who arc today 
helping to celebme the 25th anniversary of the AUiance for Pragress. 

There b a saying rhat 'hitation is the imcerest form of flattery: 
goals of the .Alliance were hduded in h e  recommendations of the 1 
Commission Repon on Central America; most imporrant of these was the sdpula- 
tion that economic p r o p  mun be accompanied in equal measure by social and 
politid progress. Today, 90 percent of rhe people of Latin America live under a 
democratic form of gownmenr, not always perfect, most o h  m&g,  bur a 
far cry from the misery and politid repression that d e d  25 yesrs ago. And 
whereas we haw no guarantee of future democratic success, we have every reason 
to believe that many of the institutions, many of the trade unions, and perhaps 
most importantly, rhe van majority of the people of Lapin America will continue 

for the types of pluralistic and democmdc sociedfs envisioned by the 

The Alliance, while nor perfect by any means, did put this nation's ai 
mechanisms on the right track. h h  America is bmer off for it. 



Jmge Sol CmeIdanos, Mipel tia, and Victor Urqrridi 

AN ALkIANCE BY ANY m H E R  E 

In the fd of 1960 I received a phone call at home on a Saturday &g from 
k1 E. Meyea-at that time an editorid smff writer at the Wshkrgton Pbst- 
asking if I had any suggestions for a name for a pmpm of economic &xpe~racion 
in the Americas. Meyer explained that the v e s t  came from his friend Richard 
Goodwin, at &at time a member of Senator Kennedy's campaign staff. The 
phrase was a, be ured in a speech to be given in Oaober, possibly in Tmpa, 1 was 
told, and it needed to be similar in English and Spanish. 

i had a fairly good idea ofthe essential elemems involved, since at the t h e  I was 
the coordinator of the Deparment of Economic and Social MaLs of the QAS, 
and in f 960 1 had attended the Bopta Conference at which the issue of economic 
cooperation in the hemisphere had been d k a e d .  
The idea was m the rw&ld nature of Latin America's aspirations at the 

h e  in a brief phase. On the one hand, the phase had to d e c t  a partnership, or 
joint effort, rather than a paternalistic approach. On the orher, rhe ohrase had to 
reflect &at the goal was for Latin America to enjoy an era of econoiic expansion 
s d a r  to &rope under the Ib"lasshd Ran. 

We rejected the t e rms  "partnersn and "neighbors: dnce they had been used for 
earlier hemispheric programs. Findly we agreed &ax "alliancer or &w, was h e  
besr word to express the joint naxure of the effort to be underden. 

The second part of the phrase was a little more comp1iated. Dedoprnent, or 
desamollo in Spanish, was a concept much in vogue at the time. However, $though 
dew10prnent had already outgrown the n m w  defition &at restricts it to 



economic gmwth, and was increasmgly undemmd to have a social dimension. 
the term did not sean adequate. In partkuhr, the concept of dedopment d o a  
nor spedfdly add- rhe &sue of democracy. 

The U.S. believed that its assistarace program had to offer freedom and demoua- 
cy as an sltemadve a, the totaitarim model being admqced by Fidel Chstrn's 
Culul. In so doing, ir was ping m be necessary m prod the existing dictatotships 
in Latin America to open the way to dernocraiic ~ f o m s .  The lesson of Cuba was 
that an unyielding consemttiw dictatorship was one ofthe best ways to fdltate s 
takeover by the totafitarian left. 
So we decided that "~ro&sress" was che bert word to reflect the goalp a, be 

punued. The concept is' broader than that of economic deveIopment. P 
conveys the notion of a better life, and a bener life is impossible without 

in Spanish is progresro. A funher reason for the selection of 
as thar it was easier for Senator Kennedy to pronounce &an 

hamob. 
This. in sum, is the s of the phrase 

properly the rn g of what was intended. The people of Latin America re- 
sponded and u n d e r d  what was rneanr. It is f' this reason &st to this day, the 
name of President Kennedy woke a reaction of sympathy among Latin Arner- 
ims. 

From the very b kg, mbconceptions were rife about the AUi;mce for 
Pmges md disparagement was widespread. Shortly after it was established in 
196 1, the prominent B d i a n  ecdaiasdc Dom Helder Camara pronounced the 
Alliance dead. I dodt r e d  if he m d d y  gave it rhe last rirs. The death-wish was 
not iimited to the eminent Braxilian. Fmm rate lefi, it was denounced as a 
U.S. capitalist plot; from the right, as dangerous refom-monge~g. 

But now, 2 2 yeas later, the conczpts that f o d  rhc basis of the A h c e  for 
Progress are still very much alive. They refuse to die became many ofthe original 
aims stated at Punta del Ene are just as d i d  today as they were when the Charter 
was signed. There is clearly a democratic resurgence in Lath America; a demand 
for land, housing, education, and economic opportunity mists-in varying de- 
grees-in corntries as different as Haiti and Argentina; and there is a growing 
insistence that rhe U.S. and other i n d u a d  democpacies do their share to provide 
markets and ensure a soludon to the crucial debt problem. 

The Alliance was based an an intuition &at the U.S. and Latin America had, 
despite many profound differences, a unique and special relationship. 1 was a 
witness not only to its creation, but during its incubation. Teodoro Moscoso and I 
were invited to join the task force that recommended the Alliance because Presi- 
dent Kennedy wanted to bring the views of Puem Rico, and pardcdarly those of 



Luis Mui'ioz into the picture. Muiioz, who brought a peacefd revolution 
to Puem Rco, was dm a spoksman for what came to be known as the 
E(dem~~ra~ic  left: a loose asmistim. of progressive Latin Americans. His preetige 
p8dy  hdped rhc common effort and particda* hpressed young Senator John 
E Kennedy who was then campaigning for rhe pmidency. Kennedy was interest- 
ed not only in our thoughts on economic developmen:, but also in our concern 
for functional democracies and the need for an empathetic understanding of Lath 
America by the United States. 

hoking back, h mn be said that fmm the standpoint of economic hinverrment, the 
f i a n c e  was a success. In the e d y  1970s, the r a r p  set at hnra del Este were 

in sodal dapAopman was mixed. Great advances 
and educadm. The Aliasrce pmvided international 
modek~ron-a m d  element in Latin 

nt in human resources was anorher key achievement, 
but the A h c e  failed to senue a more just disldbu~aa of income. Marry sodal 

emore, the improwmen= by rhe Alliance could 
population pxp1osion. Tb e f a d  not ody the 

o ~ c l h ' s  d.isplea~.wre, bur aiso Malthi and hjs rigid 
But it was in the political field that the failure of the Miance was most wident. 

Few politid leaders redly undemood what it was a'oour-in conrraa with the 
Marshdl Plm in Eumpe. Perhaps it was a misake that the AUiance was bcm at 
an economic and wcid meeting. It should have begun at a presidential summit. 
BiVherr such a meeting was h d y  held in 1967, it was too late: Eommic 
development and political democracy had already begun to pan ways. Tfie poliri- 
cal objectives were gradually ioa, despite the fact thar rnsking Latin America a 
region of funaiond, v i d  democracies was of the essence. The Alliance did not 
die wid Kennedy, but ia mystique, its &Ian, and the enthusiasm it generated were 
soon gne, despite many brave bureaucr~tic efforts. 

It is somerimes s a i d  that the f iance  was completely a U.S. program imposed 
by people who knew lid about Lath America. This Monday-morning quarter- 
backing does not correspond to history. The e responded to Latin Ameri- 
ca's yearning for democracy with social ju d o r m  and integaion were 
not U.3. ideas; expanding educational opponunify was not a notion invented by 
the State Department. Educational reform, for example, had been proposed by 
Andres BeiIo, h m i n g o  Sarmiento, and Eugenio Horns during the nineteen& 
century. 

There were, no doubt, many new U.S. Miance missionaries with misguided 
zeal who pushed too hard, mo soon. But in spite of its many shortcomings, the 

ce period saw a U.S. president mobbed by friendly Costa Kcan students 
and hded by thousands in Venezuela, Colombia, and Mexico. When Kennedy 
was Ued, Latin America went inro mourning. Some peasanrs in Colombia, I was 
mld, heard the news over their vanriaor radios and hung black crepe on their 
fmt door, as if a fmily member had died. 

I dodt expect to L ~ T  long enough to sp that happen again to another U.S. 



president. But we should keep faith witkt the furure. Maybe that future US. 
president is now learning his ABCs while earing tacos and torriI1as somewhere in 
the Sourhwest. The future has, indeed, in mysterious ways. 

BEGINNINGS 

Jorge Sol C~teldanos 

Much reference has been made to the extent of Latin American participation in 
the fmdation of the Alliance for Progress. As one who was both actor in and 
witness to this process, I would like to address &is question. 
My fim recoHedon has to do with the i a ~ k  force entrusted by President 

Kennedy with the preparation of the Miace pro . I rememkr that Richard 
Goocbir'in was appointed to act as the con- person between the task force and a 
goup of Ladn Americans who held Lnponant positions in Washingan. 
Goodwin conraaed them nor so much because of their o f f 4  positions-al- 
though they were sipiticsnt and influential- but rather as Latin American leaders 
and thinkers committed to h e  basic ideals of the Alliance. 

Goodwin began his contam wirh Latin Americans at the Orgakmtion of 
America Sates, dkirng to Dr. Jm6 Anumio Nlora, then Seurtary Genaal, and 
to me, in my capacity as Assistant Secretary for Economic aml Social A f f ' .  He 
also spoke wi& Felipe Herrera, president of the Inter-American Development 
Bank, Rad Prebisch, Sec~tary  Genera! of the UN Economic Commission for 
Latin America, and Jok Antonio Mayobre, VenezueIa's ambmdor to the U.S. 
Thj, initial group was gradually enlarged to include Heman and Alfonso Santa 
Cruz, from Chile, Cristobal Lara BeauceU, from Mexico, and others. The p u p  
met frequently at the Vcnezueian embassy, -anunder the leadenhip of Ambassador 
Nlayobre. 

Afier President Kennedy's inauguraxion, Richard Goodwin asked the group to 
submit some besic ideas that could be aonsidered by the Kennedy team in the 
formula& of the AUisnce for Progress. The nonr program was scheduled to be 
announced March 1 3, 196 1, during an address by Kennedy to Latin American 
ambassadors in Washingon. 

Our group worked intensely for three weeks and, as a result, was able ro submit 
to the Kennedy team a memorandum sening forth what we thought should be the 
basic philosophy of the Alliance, as well as its main objectives and mechanisms. 
We delivered our memomdurn March 8. Five days later, when we listened to 
Praidcnt Kennedy's address, we were very pieased to note that of the ten pints 
he proposed as the basis of the AUiance, ar least eight incorporated, in one way or 
another, the ideas thar had been put forward by the ]&atkt American group. 

I agree with those who have said &at the ideas behind the AKance were not 
originat, but rather represented part of a body of th~ught on social and economic 
dew10pmenr that hd emerged duriqg the postwar period. What the fmers of 
the Alliance did was to mate use of those ideas that seemed, at the rime, to be 



mox approprive to acceleme the devefopment of bin America and h e f i t  a 
majority of its people. 

I also agree with hose, such as Ambasador Eincdn Gordon, who believe that 
the diagnosis of Latin America's development problems made by the Mime 
planners was essentially c o r n .  In essence, the o b d e  n, dewlopment is the 
&eence of dual societies in which 10 to ! 5 percent of the society enjoys a 
relatively hlgh standard of living, while the great majority liws in variocs sages of 
igwmce, poverty, and misery that do not allow them to participate in a modem 
eoonomy or enjcy its benefits. 

I dso agree that of the Miance were due to the fact thar it never was 
able to generate L e powerful enough to overcoome &the resi of h e  
privileged secton who opposed refom. I would add that it was a m a d  a 
contm&ai~n on the put of the United Stavs to try to create a political base 
favorable a, refom and, at the same time, entrust h e  proposed dorms to Latin 
gowenunens md elites that did not Miwe in them. 

Findy, I beliew that from the very b g the AUimce fded to promote 
appropriate amngemems for a genuine parmenhip bemeen the people of the 
United States and Latin America. This conclusion is demonstrated by the fact that 
mon relationships under the AUiance were handled almost exdusively by goern- 
mem, wihout any real i n w h e n t  of psrootr, people-tepeople, nongoutm- 
mend orpkapions. 

Looking at the experience of &e Alliance for Progress from one specific per- 
specrive, the effectiveness of f=-diisbunilg loans, provides insight into one ante- 
gic aspeft of some of rhe solutions to Latin America's debt crisis bdng propod 
d a y ,  such as char of U.S. Treasury S e c r e ~ / a m e s  Baker. 

For &is purpose, the Colombian experience is Lmm&ve. Colombia, like many 
of its ne@bors, had been foUowing a strategy of imkmn substimtion in the 1 950s 
and 1960s. There was pessimism about the elasticity of export demand and 
supply, so the country's eflom to promote h exporn were only sporadic. Howev- 
er, in 1966-67, a major foreign exchange crisis occumd. D 
foreign exchange devaluation led to a break in Colombia's dialogue with rhe 
International Monetary Fund, the World Bank, and AID. 

Late in 1967, h~wewr~ a set of refoms were adopted &at created a whole 
package of export promotion measures. AU three agenc 
with Colombia, md &the results were very con~~mceive. 
loans and AID provided substantid fast-disbursing program and sector icans. 

were essentially bdmce-of-payment s u p p n  low. The condition for dis- 
bursement was continued competitiveness of the exchange rate and p d ~ d  liber- 
alization of impom. The CoIornb'ian macmconomic program was & w e d  



periodically with the *&ee aid agencier, as a condition for further disbursements. 
The miulss of rhir coordinated aid effort were impressive. C~~ornbia received 

loans rhat made economic p w r h  possible, while the 1967 reforms began creat- 
ing the conditions for export grow~h. In addition, the foreign resources dso made 
possible a major swum& change in the economy. 

One ne&ative red: was that the local currency generazed by the program and 
sectoral loans encouraged very rapid growth of public expndinve to levels that 
could not be sl&ed once public foreign credit began to gmw more slowly. .This 
effect should be avoided in the present crisis. 
In summary, the AID deckinn tcb adopt rapid disbcnement procedures with 

pmgam ad s e c t ~ d  loans during the Alliance for P m p  yean is an imporclnt 
experience to nudy now, when. with the Baker pmpod, we are embarking on a 
new phase tfax requires similar policies on a global and smoral basis. 

CWRRENW, INTERVENTION9 AND CA 

Victor W rqtsidi 

Twenty-& years ago, there -as a strong tendency in the United States to 
grr~erdize abour Lath America. That tendency does not seem to havc lessened 
taday, but &ere aae differences. 

In 196 1, when the AUiance for Progress got under way, different countries in 
Latin America had differing capacities EQ cha~ge, to develop. Two anecdotes a5oct 
Mexico are revealing. Mexico never accepted the Pace Corps-for po&dcal rea- 
sons, different atti~udes, i d i o ~ c m i e s  if you wish. Among o h  things, Mexico 
has hed a common border with the Unkcd SZE~S for a lofig time (and sz has) 
and rhis has played a significant role in the dmlopmenr of irs perceptions and 
sensixivi~ies. A second vain% is that Mexico w s  one of the last count.ia a, be 
evaluated by rhe ~onklinee of Nine in 1963, because we had no plwaing 
mechanism in those days. Miguet Wionaek once wrote an article abour Mexico 
entitled "Incomplete Formal Plannh~g.~ I usually called it "cmplete1y ~ormal 
planning: since we approached rhe idcz of plalhg difi'erendy. The fm drafr of 
the report on Mexico by the Cornminee oi Nine was rejetxed on my sdvice by 
A&. Orciz Mma, who was &en fmsnce rnkker of ~Mexico, because it interfered 
roo much in Mexco's internal affairs-pwicdarly concerning land dorm and 
a x  reform. 1s was politicdly mcomfomb1e m haw rhat dfaft cirdaing, wen as 
a confidentid document. It was later redl.afited, with these pints softened. 

The point is &at wery country has di9ferent attrimdes and different problems; 
B d  is not Bolivia, and Peru is noF Guatemala. This rnun be taken into account 
if we are to ueafe effective plides. 

Another point I wish to make about the Alliance is perhaps a rather b!um 
statement. I consider the Uaid  States ro be an "intemntionkn country. I 
remember having &is argument with Joe Gmnwald, who was then at the Brook- 
ings institution, many years ;ago. I said the Alliance f ~ r  Progress meant intenen- 



uon in the a&iirs of Ladn America. We mav argue thar it was well-meaning, hat  
it was ( L p d n  intervention (despite some rihings that have been said about the 
Alliance's ulterior motives). However, how do we distinguish between good and 
bad inaftmntionl Internation in this context means &at the United States is 
always te- other countries what they should do sad. vying to get ieverage to 
purh them to do it. I agree that the Alliance was, on balance, good intervention. 
But it did not work out. IO did not arouse sufficient counterpart interest from 
many of the Latin American countries. lhis k an imporrant lesson to bear in 
mind. 

The Miance fm Progress began with the notion that the task of d m w e n t  in 
Ladn America is a task for Ladn Americans, as Walt Rostow has emphasized. At 
Punta del Este, it was calculated that the vast majority (80 percent was the 
projection) of the investment for development in the region would have a, come 
from Latin America iaat This was correa. Today, however, it is no longer 
possible. For the most part, our counrria have lost rhdr capacity to generate 
additional savings. 

T%e real lessom of dte Alliance must be applied in seeking a solution to Lario 
America's debt problem. YR I kncw of no one who is studying the longterm 
implications of &is problem: what it will mean to us o w  rhe nern ten ro Meen 
yean in arms of trade possibiiities, integration, South-South relations, and so on, 
not P mention rhe impact of five years of austerity on real wages. 
Very simply, most Latin American counrries are on the brinkof being unable to 

make interest payments on their f 9 ~ &  debt. To awn a crisis, 1 propose that we 
pay part of rhe inraat  in l a d  currency, by opening aecoun& that could be 
named "Counterpart Funds for Dedopment." Thus we would pay tbe interen, 
but nor all in foreign currency, thereby saving foreign exchange. The amount p d  
in l d  currency could be put into the local banking system to be channeled into 
invesrmm. These funds should be used to promote growth, that is, they should 
be invested in or loaned to projens capable of generating or saving foreign 
exchange, or a, meet other key objectives such ss techno1foglcaI de~e10pent or 
cnvi~amcnd impmvement. Thus we could stop rhe uansfer of our meager 
saving into the vaults of the foreign commercial banks. 

Interen in the 19th cemury was supposed a, be a payment for a service. Today, 
because ofthe hq$ am at which loans were conuaaed, such payments are really 
capita! r d m  from the debtor countries and musr be seen as such. 

My proposal, of course, requires elaboration and a great deal more thought. It 
mkes a kaf from the exwrience of the f i r s k d  P h  a d  the ti.§. PL480 
progym. The van& of ied resources to Iadn America has already talcen place, 
in the form of imports of invement and consumption goods, as w& as military 
equipment. Unformnateiy, it has been p a d y  n e u d k d  by capid flight. The 
qta&on now Is how to hepay that transfer. Wi& another transfer, as was the case 
With Lend-kse! We cannot do that; we cannot generate the export surplus u, 
pay for h e  red capital received, or even the interest. The creditor countries would 
not be able to accept our goods in the form of a nec import surplus to them, even 



if we could generate such a surplus. So a solution dong the lines I am suggesting 
will sooner or later have a, be found. We will not need new orgzmhtiuns for rhis. 
It *m be accomplished gradually through existing mechanisms and the banking 
sysm. 
Ta conc1ude, I would Wre n, refer n, a f h  I saw recently OR the Mexi- 

eanhquake fTf Seprember 1985, in which many poor families lost rhek homes. It 
ends with an I l-year-01d girl being asked: What kind of aid would you want 
most right now?" She answered without hesiatiion: a&ri&.p Compassion! When 
we were discussing the Alliance for Progess years ago we used to say, only half- 
jokingly, "In many ways, it's not so much the money that we need; it's the mrbio, 
the mdersanding? 

1 bdieve that is d what is needed, bur it is totally lacking roday. I do not see 
how Latin America and rhe United States are ping ro gain anything from a 
continuation of this lack of understanbg-and it runs in both directions. 



libe Lessons 



The AKance for Progress war a novel program, bold in conception, in the 
solutions it proposed, and in rhe  st resources it was intended to mobilize. Its 
underlying premise was that the purpose of devdopment was to beneft the 
Individ~al, not to build monuments. It refused to accept the thesis that for the 
benefm to reach the population, there must fm be economic growth: Irs basic 
argument was that economic and social development should be simdtaneaus. It 
was a long-range plan, since much rime would be needed to alter produd= and 
miat structures. Intensive and relendess &on would be required. A large amount 
of foreign resources would have EO be adable to complement those of the 
countries of the region. 
In thir way, rhe program addressed the problems posed by &e gradual weaken- 

ing of the region's ability to meet its foreign debs, problems exacerbated by rhe 
fact that the region had Iide diversified export capability. This forced it to dip into 
its intemationd reserves and 20 incur short-term debts. At the same time, the 

ce sought u, reverse the slowdown that was occurring in the region's 
growth. The systan of inter-American coopadon was the institutiand fme-  
work in which the AUIaunce was to unfold and the deve10prnent ofthe region was 
planned. 

The Alliance for Progress was the outcome of a redistic dream for chvureling 
the energy, politid will, and determhaeion of the i m e r - h e r i m  system. Imagi- 
nadon and boidress were the weapons u, be used in trying ro eliminate the 
despair brought on by yuus of slow progress and social misery. 

An d u a d o n  made by the General Secrmfiat of the OAS around 1973 
showed that growth was higher &an ir had been in the previous decade and that 
sewn countries had ewn outpaced the target growth rare proposed by the Mi- 
m e .  I m p o m  strides had been made in education, health, and housing. Public 



senor savings and investment were vigorous. Significant progress was made in the 
area of public management, apedaily in taxation and budget. 

However, that study indicated that no sigpifimt progress had been made 
regarding the distribution of growth; instead, K had become even more 
narrowly focused. it also found h a t  the problems thar many ofthe countries had 
wZr ~~nemployment and underemployment d1 persisted. 

Brilliant and farsighted though ir was, the AUiance for Progress did not indude 
measures m develop expon capability or to build the bases of made policy. 
Nonetheless, a number of countries managed u, diversify, freeing up resources to 
promote expow and investment in new areas. Because of the Alliance, the 
struaure and cost of foreign indebtedness improved considerably. It stimulated 
discussion, analysis, and inter-American multilateral negotiation to make external 
fmancid suppon nice readily adable and to agree upon a workable debt that 
would nor sacdice c i d ~ p m e n t  goals. 

The Alliance for Progress gave new life to inter-American cooperation. It 
p m d  thar the countries ofthe hrmisphere can combine heir effom in meaning- 
ful and ambitious ventures m improve the lot of Latin America and the Caribk- 
an. It was also irrefutabk twimony to the fact drat the benefits can accrue to all 
the members of the system. 

But the Alliance was unable to complere the job ir had cur out fm itself. The 
redemption and hope it promised have been lost in economic crisis and threaten 
a, remain x, for years to come. The levds of economic growth and social proa- 
have fallen. Two and a half decades after this vast inter-14merican enterprise was 
hunched, the region is worse off, on &c whole, than it was hen. 

The crisis in Lath America and the Caribbean is a clear xeflectio~z of the 
weakness of their economic structures. Many counvies still rely heavily on ex- 
ports of a handful of basic commodiries whose prices are d e d h g  or, at best, 
unstable. Both thge and the new industrial produca face d c t i o n s  in h e  global 
mwketpiace. Public adminimation, which the AUimce regarded as ndL:g com- 
plete transfornation, has lost the energy it was dmwiqg upon to bring about drat 
tmfomadon. 

The capacity to invest is hampered by the fact that any resources generated or 
attracted must go to cover the enormous payments on the debt. New flows of red 
external resources haw turned negatiw, precisely at the time thar they should be 
increasing, so that the region can deal wirh rhe changes that the world economy is 
"OW experiencing. 
The AUiance for Progress cannot be recreated, but we can build a new enter- 

prise in inter-American coopemion even bolder than the Miance. It is imperative 
that together we undertake a process to put Latin America and the Caribbean 
f d y  on the road to developmar and m rake adwage of the opportunities 
offered by a world economic arumre in transformation. 

Becoming pan of such a aruaure will mean expanding and consolidating 
&kg technological capacities, promoting innovation in various seaon, mount- 
ing a solid and mr-increasing capability not merely to use to advanage the 



tcch~oBogy now avidable, but also to modify it as necessary. The political will of 
the countries of the hemisphere must be mobilized in a new and sweeping 
endeavor to d m b p  and modernize Latin America and the Caribbean-to enable 
the region to shape its own destiny. 

This new enterprise in inter-American c~opcrati~on must start by chenging some 
key characteristics of die adjustments now under way in the region. Let me go 
over them very bridy. 

Fim, the multilateral arrangements that have so far beer. used h ;:?king solu- 
tions to the crisis have  in^^^ only financial institutions. The me~neIy impor- 
tant political and regional security issues arsociared with the crisis have been 
ignored. 

Second, vade has been considered mainly from the standpoint of solving 
external fmancid prob!emr; that is, the objective of trade surpluses has been 
substituted for thar of wade expansion as an insrmment of jpvth. 

Third, too little has been done to try to control rhe impact of external events on 
the economig of the region. Flunuations in interest rates, commodity prim, and 
access to markets frequently cancel out the results expected from internal econom- 
ic adjusmenrr;. The political will for internal economic effom and for the 
strengthening of democmq is thus funher debilitated, precisely when it is most 
needed to p d u c e  the changes required to stan an integral development process. 

Fourth, long-range integral development objectives have been subordinated to 
the priorities of short-sighted creditors. AU over the hemisphere, purely h a n d  
approaches are overtaking d e  search for stable, sdf - suded  real g o d .  

Fifih, the need for productive and social investments to mode& the region 
and adapt its produnix structure to rapidly changing technological and d e  
vends in the world market has nor been adequately addressed. The region's future 
competitiveness has been forgaten. Thus, even if the debt problem were suddenly 
ro disappear, another problem would be looming just ahead. 
Finally, the specified needs and priorities of smaller couauies haw received only 

cursory attention, Beause smaller countries have smaller total debts. 1ntepz.l 
dm10imenr problems that threaten our collective webbeing and our co~e&ve 
security hsve thus brm put off indefinieIYY 

There poinu clearly suggesr the kind of objectives that should be pursued 
simdtaneody under a new inter-American approach to uade, to te~ology, to 
invesr~tent, and to deve30pment financing. 

E imtial to &is propod is that we revitalize the muttdated armgement3 we 
ha\,: had in place for so many yean wid& the OAS framework. This is the right 
place for the governments jointly u, ddme rhe polipid p r o p  now required a, 
face new chdcnges, rhe right forum for exploning sofurions and coordinating a 
common approach. Only &en we address dl at once the debt, p w e h ,  and 
integral development issues now confronting us. 
In this new arrangement, the countries should agee on the most likely counc 

ofmemal events that &ect heir development strategies and on the range w i t h  
which a r k  changes can be tolerated. Compensatory fmmckg should be made 



easily available in case these conditions change unexpectedly for the worse. This 
would geneme a much-needed fmmdal peace of mhd for policymakers in the 
region. Under this f inand umbrella, new agreements should be reached on 
uade, investment, and development fmancing. 

A combination of approaches to the debt problem should also be agreed upon, 
with the objective of stopping rhe presen't flaw of real resources from the region to 
dewloped countries and W O M ~  uade ~~atiions more in line with the real 
interests of all OAS members. Mutual vade interns, indu*~ cooperarive posi- 
rims for vade negotiations with third parties, could and should &en be fully 
explored. 



The Alliance& Progress 
and EdavS Dm ent Pol'icv 

h 1 9 5 8, Presidents Juscelino Ku bitsschek of Brazil and Dwight Eisedower of the 
United States exchanged lenm in which they agreed that regional cooperation 
should be broadened to stirnulare more rapid development Kubitschek had in 
mind "Operation Pan-America: which he envisaged as a plan going beyond even 

hd Plan in promoring economic and social progress. 
~ i g n  ministers of EaPlra America md rhe United States established a 

Committee of Twenty--One to study the Brazilian propod. One of the results of 
the committets work was the launching of the Inrer-American opment 
Bank (IDB). Dr. Mton EMlhower orpressed this &rowing interest in hemi- 
spheric development when he strongly urged his broher m i n m e  the flow of 
development capital inm Latin America 

Then, 2 5 years ago today, John E Kennedy called for an Pdidnce for P m p ,  
which he defined as % vast cooperative efforr, unparalleled in magnitude and 
nobility of purpose, m saady the basic needs of the American people for homes, 
work and land, he$& and schools-&o, triTabajoy 

President Kenrredy's call marked the 
took tremendous optimism and politid cooperation to attempt to speed up the 
development of an entire continent and to attack iongmding economic and 
social inequities. The Alliance earned a unique place in the history of inter- 
American relaxiom. The ceiebrazion of its 25th mannivesary is weH-desemd. 

THEN AND NOW 
Tiday, our attention is again focused on rhe nearer pam of this hemisphere. 

Some of the causes of our earlier con- are dl with us, such as inquitable 
income dinribution and the Cuban threat m rhe peace and srabdify of the 
continent. 



Bur Latin America i d f  has changed much in the 1st  2S yem. And with thox 
changes rnw come new ways of dealing with the new o b d e s  to p w t h  and to 
democracy that we face today. 

What are some of the differences between the situation ZS years ago and the 
situation tod*ay> 

Thanks in part m the Alliance for Pmgess, some of the &angs are both 
mxwkaMe and positive. 

9 Despite recession and crisis in &e past seved years, owr the past 2 1  years the red 
economic product of the l a i n  American region has increased fourfold in aggqpe terns 
and CESubied on a per capita &is. 

@ lain America's popdation is now almczst two-thirds urban and' al,1~ost three-fourths 
literate. 
Lie expectancy at b i d  has gow up from 56 years in 1960 to 65 today; infant modity 
rates have fden by 4dl percent. 

@ Women have m o d  massively inPo the labor force and tlhe educational system. 

In the lager countries, dmosr 90 percent of d howholds have radios, and almost half 
have teimb'in sers. 

9 h d q  accounts for a share of the gross national product IGNP) similar to agricdture, 
and e].mric power generating capacity is doubling every six yeas. 

8 Improvements in tmspmtion and communications are bringing the region togaher 
and are s h u l a e o ~ i y  incarporating the region into the world economy. 

There are some equally damadc negative differences. Foreign debt in 1961 
came to about O I 0  billion; today it t a a l s  % 3 80 billion. Ten of the i 5 largest 
debtor narions in the developing world are in Lath America Servicing the debt 
g r d y  reduces, where it does not completely consume, the resources needed for 
development. 

As an aside, I might note that perhaps we shodd not curse the debt problem 
completely. It has had the salutary e@kt of underscoring the interdependence of 
h e  United Saaes and Eatin America. The ion of this interdependence and 
of the concomitaot imperative of cooperation could remind us of the spirit of 
common effort &at marked the Alliance- 

The are of population growth in Latin America has put svains on the s o d a  
fabric dmoa as impressive as those c r e d  by debt. Where the region counred 
209 million people in 1961, the samc land mars must now support more tban 
41 2 miUion people, v imdy double the m d  at rhe start of the AKance. 

Popdlatmn grow& has coindded with a massive migration f m  the mral areas 
to the cities of btin America. Because cities have traditionally received the lion's 
share of resources, some mipans may aceua].!y have h p m x d  their bt. But the 
migadon fmm nual areas has led governments u, damre s d l  more resources to 
the urban areas, amplifying the djstonion against rural areas, harming agiculmre 
at the same t h e  tkat the new urban concentrations are creating a need for 



increased food impom. The speed of this urban growth has also contributed to 
overem- and unemployment, as housing infrastturmre and job c h o n  have 
lagged behind the influx of newcomers. 

DMWUW AND ITS C O ~ R I B ~ l O f d S  

These positive and ncgadw cbtaunp have often been accompanied by sucid 
rension or ideological m~mbrn. Bur one cannot talk about how Latin Axneria 
d8ers now from 196 1 without referring to the growth of modnadng forces, and 
a p d d  strengthening of democratic pncrices. Tm, Cuba has become c~nsoli- 
dated as a Sovie base and is a crirical source of o vidence. Bur apart from 
Cuba, only a ~ R K  isolated corntries of dle +on remain acively anti-democrstic. 
More than 9 1 percmr ofthe people in Eatin America and the Caribbean now live 
in countries with pyements th3f are democratic or largely so. 

This upsurge in democratic practices mengirens our ability a, coopem with 
our neighbors. It is infinitely easier to work with govcmments that vuly represent 
and speak for their people. 

The growth of demwacy and grater recognition of our economic inrrrdepen- 
dence haw helped build more equal hemispheric relatiomhips. It is far easier to 
undenake the necessary refoms if they are not the result of pressure fiom a "big 
brother." 

One criticism made ofthe Alliance is hat it relied roo heavily on bilateral aid. It 
is true that U.S. bilateral aid has declined in per capita terns. But U.S. asshmce 
to Ladn America in 1985 reached % f .5 billion, only sllghdy less than the equiva- 
lent amomts during the 1960s. At the same t h e ,  I470rId Bank and UUB lending 
to Lath America has gone from $6.6 billion between 1961 and 1970 m $11.2 
bdlion f . m  197 1 to It 984. 

Even dowing for the recent concentmpion of US. bilateral assistance a, Carib- 
bean Basin countries, the change in the mix of blated and mddated aid means 
that US. support for ddopment  in zhe hemisphere as a whole continues at high 
levels. In f ' ,  when the U.S. conaibu~ions of h e e n  20 and 40 percent of the 
capital of die World Bank and the IDB are considered, overall U.S. aid to fatin 
America today is sipificartdy larger than it was during rhe iUiance. 

In the pan 25 years, it is not only Latin America that has changed. So has the 
srare of our knowledge about the process of dweioprneix. Wbar are tbe lessons 
that we have learned over the past quarter century? Ws look at some of rhem. 

President's Council of Economic A d v k n  and individual scholars like 
Pmfess~rJeErey Sachs at H d  have recently pmvided impomt insightr into 
the lessons to be drawn from rhe economic experience of both the developed and 
developing countries. I commend their research to you. But let me just mention a 
few key pin@ 



&hnge T ~ B .  When market exchmg ra~es are not maintahed, domestic 
inflarion transforms ini&lly appmp&e nominal exchange rates into substamiatly 
ov(:dued exchange rates- When this happened in a number of Lath American 
countries in the late 1970s and early 1 9 8 0 ~ ~  exports became less competitive, 
impom were o d y  stimulated, and foreign debt often increased. 

Gtvr'erad pna itfition. Except in the short term, a rapid rate of inflacican is 
genedy associated with reheiveiy poor p w r h  performame. In the ind~strid 
countries, high inflation generally brought less p w t h  in the 1970s and 1980s 
&an in rhe bwer inflation of the 1950s and 19606. In the deve10ping countries, 
there has been htgh growth even with inflation mes in the range of 20-50 
percent, but infladon rates higher than this haw inevhbIy led to economic 
disruptions. 

muk policy. An ourward-loohg, open policy that promom ex- 
p m  and international mde is conducive to rapid eco&c pd. Re1atifcJy 
hwxd-Iooking polides concentrated on hport ~ ~ b s d t u t i ~ n  have resdtd in the 
cosdy in&&acies. 

This is one of the key conclusions ofJeffrey Sachs in comparing Ehs Asia witb 
M n  America. Although both regions received companble external economic 
shocks in the h e  1970s and evfy 1980s, and both had reiadvdy d i  ratios of 
debt re gross domestic product (GDP), East Asia genedy promoted expom and 
maintained competitive exchange mes - and achieved s&cartdy higher growth 
rates &an did Latin America. 

Imdva tb7ougb ~ ~ e ~ e s .  This is crucial in all countries, dewIopeed and 
deve10ping. Where kdividuds have freedom of choice, they wiu respond to 
rekrive price incentivs in deciding on consumption, saving, anand in offering their 
services. This has o h  been overlooked in counuies with a wide disparity in per 
capita incomes and always with lamentable results. 

FisuJ diSEplim. Experience d m  not prescribe an ma size for the public smor 
or a specific limit on the fsd deficit. But nations thar mn large and persisterit 
d&cits a: uns&able levels (for exampie, 8-10 percent of more of GDP) 
ineviaib1y suffer great dficulties when they stop living beyond their means. It is 
imporrant to re cog";^ that the hangover is the raulr of the binge and not of 
gokg on she wagon. 

1 have lked these lessons separately, but much of rhe research on the experience 
of economic development speaks of them as pans of a whole. Turned inro a 
general appmach, they generate confidence among both domestic and foreign 
investors. When this approach is lacking, and when there is roo mu& regulation 
or m e  planning, the d t  has often been capital fhght. Conservative estimates 
suggest that more than 5 100 billion of Latin American capital has tled since the 
lace 1970s. A recent rudy sonduded that in the ten major Ladn American debtor 
nations, of the $44.2 billion in new net bornwing that was arranged during the 
period 1983-85, $30.8 billion, or nearly 70 percent, was negated by capid 



flight. In s o m e  countries t h i  hemorrhaging continues. Ir is difficult a, expea 
s @ c m ~  new foreign capid flows under such conditions. 

The.challen$e we now face is analogous to that faced by the founders of the 
AUiance: how to apply ourselves to the problems &e hemisphere fscg today. We 
must do so with the full realization that both developed and developing countries 
have obhgations. 

One of our major respnsib'ities in the Unired Statg h to condnue to provide 
access a, the U.S. market-the largest single market in the world and the most 
dynamic in recent years. We have done that for Latin America. From a vade 
mrpEus of L 1.4 billion with Latin America in 198 1, the United States has gone to 
defttio of f 6 billion, then 9 1 8, $2 1, and $ 1  9 billion. This is typicdy forgotten 
when comme?lmtops c k i c i z  U.S. trade practices while ignoring those of Europe, 
whose impom fmm Laki America are a fraction of oun. 
US. support for free and fair trade and President Reagan's Steps to back up his 

commitment n, it have rmt always been popular here at home. Our domesdc shoe 
industry clamored to keep out rapidly growing impom &ax would haw cost 
Brazd done up to sane $300 maion amudy in akzrreat export s*. The 
President d e d  agaihgt the recommended quotas. 

Anorher ewmple is copper, where America's n h w  have fallen on hard times. 
The copper mining indunly has pressed for barkers against foreign competitors 
and daimed, conuary n, the evidence at hand, that CMean copper benefits from 
government subsidies. In 1984, the President re- proteaionkt restylctions. 

The T d e  and Apparel Track Enfzmtment *Act of 1385 came encumbed 
with barriers to vade in copper and shoes. The Adminimaxion fought hard 
againsr the severe ~suicdons  the bid1 would have imposed on all t d e  d e .  Ar 
rhe same h e ,  we pledged &at v+t would uy to hold rhc line on impom from 
w ~ ~ ~ - d m 1 0 ~ d  aml l o w a ~  t d e  indmria but would consider impon growth 
f m  dewloping nations. battle on the Hiu was fierce. The bill p d  borh 
houses of the U.S. Congress. On December 1 7, 1 98 5,  President Re vetoed 
it. 

2%e f i x  prkcip1es I mentioned above alss underlie the Caribbean Bash Inida- 
 ti^^ (CGi). The CBI is primarily a program of trde preferences, complemented by 
aid at2d inwstmernt promotion. 

The uade provkionc of the CBI (one-way free trade for most produrn from the 



region for 12 ye=) began to be implemented in January 1984. Although our 
traditional impom from the Caribbean have fden, nontraditional items have 
been growing. Thus, our major specific objective for the CBI-broadening and 
diwmdjang the production and export base of the region-is being futfied. 

But that is only a beginning. The rewards of the CBI-increased aprts, 
expanded and diversified production, job creation-will go m those countries that 
have economic policies that encourage inwment, efficency, and innovation. For 
the CBI to be fully successful, the region must compete effectively in the inrema- 
tional markapke. 

The @ e n d  America h i ~ t i v e  

The recommendations of the National Bipartisan Commission on C e n d  
America mlled for greatly increased aid lev& but explicitly recognized that aid 
done cannot produce development. The ~ ~ C C  we are providtng is, &erefa=, 
conditioned on coxme steps toward market exchange rates, liberalized trade, 
rncouragkg domatic and foreign h ~ m e n t ,  moving pokies that distort r&- 
rive prices, and reducing fscd deficits. 

We do not expect overnight r e d s ,  especially given the securi~  situation in the 
region, but our policies are reinforcing democratic trends and, we b&eve, kying 
the foundations for s ~ d n i n  g m h  in Central America. 

Tbe P 

Ira October 1985, sin Smd S ~ C  Baker outlined a propod for sustained 
pd which is ohen associated name. The rine @ of &g, prop& 
is a more focused and determined effort at maxket-oriented m a u d  refom 
aimed at greater efficiency, more domestic saving, and a more dimate 
for domestic and foreign kwrmenr. 

If, md &at k a big if, the debtor countries adopt measures consonant with 
economic growth, the World Bank, other intemati~ad h a n d  
the commercial banks will be able u, sup- their dorms wit+ 
financing. A key element would be wider we d seaoral and mutt 

loans of the World Bmk. W also believe that under c e h  concfitions the D B  
could do more dong these lines. 

There is reason to expea a number of debtors to follow the outlines of this 
process m deal with the crucial symproms of the debt problem: capital flight and 
Slow g o d .  

These approaches to r d e  and debt are in harmony with dK: lessons fmm the 
Alliance for Prugess. They will work only if both the b e r i c a n  counnia 
and the indusdized nations respond to the challenges and opportunities hey 
face and if they avoid overreliance on aid and srarist solutions. 



Earlier I noted the diFerenct;s h e e n  the LC& America of 1 36 1 and h e  Latin 
America ofmhy. 3 also noted some of h e  simdwkies, One common characteris- 
tic ofthat period and this one is the fact thar now, as then, rhe United Sates must 
have sustained, conskent, and a~en;riw bipartisan palicy toward rhe e o n .  Both 
the Alliim~e and our current policy m q p k e  that a conskte~rt and su~aimd &%R 
by the 'inired Sates and by the nations of Lath America-in parmership-is a 
necessary condition for success. 

The greatgt comribudon of the AUiance is the confidence that if we work 
together to solve cur problems, we can overcome them. Those of you who 
formed the 14h.nce taught us this. From you we have learned to cope witb rhe 
problems we face ir. the hemisphere. Wirh your model of en~huskm and spirit, 
we c m  move forward with the assurance t !  we will achieve our shared goals. 



f i s t :  of the commentators in &is volume were involved in the cx for 
Progress. Some were among h key designers. 

I was not. I was too young to vote for President John E K d y .  1 ww a 
college srudent when the AUiance was annowced. I cannot offer inPe~"&g 
~ m ~ c e a c e s ,  &erefore. 

What I can do, as one whose. inxe~st 31 public atrars and in U.S.--Latin 
American datiom was sparked in the t 960s by Prdent  Kennedy, is isto d e c t  
briefly on some lessons for today ofthe Alliance experience. I would like to do so 

President Gnnedy might say if he codd renun to we. 
y would surdy be pleased to hear h u t  Latin America's 

economic and social p m ~ s  
He would be imprased by America% economic and social progress Since 

the 1960s: the major imp ucation, public heal&, and housing; the 
madon of La& America Gom a largely r u d  continent to a pegion of 

dynamic cities; and the emergence of lath American nations as self-coddent and 
world, sleeking heir awn way in intern 

by the rapidity and enormity of some of 
60, for instance, obthed more than half of ics aport 

; ww Brazil eams more from the export of automobides and 
the coffee trade. The Dominifan Republic, zn, cite another 

exa~ple, had fewer than five citizens with pos-htgh school pmfessiood education 
in ~ c d t u m  in 1961; now hundreds of bmhicafz a g r i d d  engineers and 

counoy's economy- He 
red by the ment of economic all aver Earin America- 
een rapid ewn if uneven. He would be stunned by the apIosion 

ofedudon and by the modernization of a continent. 



If President Kennedy codd return now, I believe he would also agree with 
many ofthe searching critiques that have been offered of the original premises and 
~~~mptions of the AUiance. He would understand, in retrospect, that the Alli- 
ance encounted problems because it pushed refom and stabiity at rhe sune 
t h e ,  because it rekforced both the agents of change and those opposed m the 
redistributior~ of power. 

But if h i d e n t  Kemedy could be with us today, I doubt that he would dwd 
tong on ~adn ~ m e r i d  progress, impressive ~ O U *  it has been, or on the 

cPs failures, though they were red. Rsrha; he would fonts on Larin Ameri- 
ca's crisis of .he 1980s-on the pmionged depression, the enemakg debt 9, 
and the despair of many in rhc hemisphere whose hopes were trst aroused and 
then dashed. And he would apply d a y  the persona.! qualities &at produced the 
AIlimce for Props-the capacity m h e n  to La& Americans, a sense of com- 
passion and of urgency, anand the ability both to leam from hisrory and to help 
move events in a Memc direction. 

First, because he had great skill in listening to Latin Americans and did not 
siaply oEer homilig about how hey should behave, President Kennedy w d d  
hear what t~da.j?c Latin American leaders are te&g us. He would understand 
that fatin Arnefiam believe thar the most ovemhelming k a t s  in die hemi- 
sphere are debt, poveny, and unemployment-not perrillas, Soviet in8wnce, 
xrroks, or chugs. He would comprehend that Latixi Americans want Washing- 
ton r d y  to be and u, remain an ally for progress on a sustained basis, year in and 
year out. He would perceive that today's democnuc leaders in Ladn America are 
exactly the kind of partners he sough in the 1960s: humane, modeme, pragmat- 
ic, rdormist, and disposed toward real cooperation with the Unhed States. He 
would counsel going a long way toward meeting their concerns. He would be 
urging us $0 design a policy tday as bold and comprehensive as was the AJknce 
for P r ~ g e s .  
In 196 I ,  John Kennedy said of Latin America: 

LWions of raen and women suffer the M y  de&rada&ns of hunger and p0yt:m. They 
lack decent shelter or protection from d k z .  Their children ue deprived of dK e$ucation 
or the jobs which are the gateway to a better life. 

If President Kennedy were here today, he would surely be struck by how those 
urmmenrs have increasingly come to apply to the United Statg. It is paid3 for us 
to face, but the United States has seen the steady deterioration at home of many 
of the dirnemions of concern that led to tbe M h c e .  More of our citizens are 
unemployed now than 25 years sgo. More have badequate housing, or no 
housing at dl. More &an ever are illiterate, and more haw been driven fmm h e  
land. President Kennedy wodd no doubt d us that if ehe United Sates is to 
remsin a world power, it must fim make its own sodety work. 

Finally, President Kennedy might well rdlea on something that I have learned 
from my =dents at the University of Soutbem California. I teach a course at 



USC on U.S. responses to rmfutionary change in the Americas. Each fd ,  I have 
asked the mdenrs on the fmt day of das to identify ten key phrases in the 
twentieth. century history of inter-American relatom. 

The results are sobering. 
Comicstently, only one student out of ren can idenufy the Alliance for Pmgress. 

But more than half the studems know about the Bay of Pigs-an event that 
occurred within a month or so of the launching of the ce. What a sad and 
poignant epitaph on the Alliance and Kemdy's policies! 

My d e n t  poll points up anorher lesson. When posirive economic develop 
menr pro- are linked to counterrw01.u~ionary interwnrions, what will even- 
tually be remembered is not rhe aid but the ime~erencce. Th 
pondering todsy, as we think about rhe vexing problem of Ni 

I bdieve President Kennedy would be srruck by the fan hat the United States 
in rhe 1980s is debating policy toward N a in almost exactly tbe same terms 
&at dominated the &.cussion sf Cuba 960s. An intense national cmtm- 
urrsy is taking place today, just as in the 196Qs, about how the United Staas 
should respond n, the challenge of m 1 u P i o n v  change within our Caribbean 
Basin border region. 

The debate rages, a~ it did a gene , abut how to respond to the 
unaei~nd security" threat posed by a movement in one of the s m d  
countrig of the Caribbean Basin. But it is time to understaod that part of our 
p d e m  today in dealing with Nicaragua, as with Cuba before, de- from 
national imecurity. 11 is isnot &at we cannot defend our interests in the region, but 
that we fear losing conmt of something we are used to conuohg5 that is, the 
internal poIitics of the small countries .?ear our shores. 

h s t  25 years haw passed s k c ~  P edy faced and resolved the 
national security &rear fmm Cuba during the e Crisis of October 1962. No 
direct challenge to our secuiity bas emerged from Cuba since, nor is one M y  to 
emerge from N i c i l ~ a .  Bur we seem curiously stuck: caughz in old habits of 
&ought, driven by traditional axioms rhat were more cogent in the days of mating 
d o n s  than they are in the thermonuclear age. 

This is not the place for an extensive comment on contemporary f&p policy. 
But I cannor help bur reflect whot the A h c e  should reach us about rhe current 
issues in Cmtd America. It is high time u, learn that the way u, build social 
reform, economic dewe10pment, and democracy is psitivefy, p ~ k e n d y ,  and 
coopeativd y - not negatiwIy, Intermitrendy, and unilatedy. 



libe Alliance and Mmispben'c 
Economic Coo~iiatim 

The AUiance for P r o p s ,  as a pm- of hemispheric actions for development, 
was made up of many things and was meant to influence all aspem of life in Lacin 
American mmuies. The original ideas were dewloped by Ladn Americans in the 
form of very conam action programs for devdoprnent, about whicb s wide 
hemispheric co~l~emus had evolved. Tnqr were g a u d y  embraced and enthud- 
asdcally suppned by coopedion p hunched by the United States gov- 
ernment under President John E Kern rung political support and leadership 
were provided by h e  United Stares government. 

The national asp- of dadopmenr, the bulk ofthe effort, were carried out by 
each country; rhe international part of the AUiance concenmed on fmanad 
cooperation, a variery of technical assistance programs, and some trade-related 
issues, in parpiclufar t~aditbnd commodity prices and markets and the inreption 
of rhe Latin American economies. At a krer stage, other d e  aspects were added 
within the context of the world-wide aade nqpiatio of &e 
United Nations Conference on Trade and Development hemi- 
spheric &om-whether in dialogue and negodadons or in adon programs- 
concenmted on economic pd, social CcveIopment, and instimGon-bud- 
irmes, in both the public and private domains. 

Today, 25 y m  later, La& American counuies are fadng very dficdt and 
complex economic problems with wry strong hemispheric and worldwide owF 
tones. How much of what we learned from the experience of the Alliance for 
Progress could be helpful today? 

We are easily tempted to see the similarities between the Latin America of the 
period inmediarely preceding the launching of the Alliance for P r o p s  and the 
Ladn America of today. Tne rwo periods reveal for most htin American coun- 
uies slow economic growth mzes, d8icult balanceof-payments simations, adverse 



terms of trade, a need for rapid generation of employmenr, scarcity of foreign 
financial resources, a new wave of democratic governments f&g the develop 
ment challenge of the moment, and a growing effort ro seek new s01utions to the 
deveIoprnent challenge of the region. Some would wen add that there was then 
the beginning of a different system of government in Nicaragua. 

But we also know &at there are as many important differences as &ere are 
similarities: Some give =use for hope, while others are more negative. The lath 
America of today presents a considerably higher lewl of development. There is far 
more human webbeing; the economies of the region are far more diversified; 
there is a larger srporr capacity; population growth rates, dphough still tugh, are 
slowing down instead of accelerating as was the case in 1 960; all countries have a 
far larger urbanized populaelon; there is relatively more trade amcng Lath Am& 
can count-; and there is a dm~nstrated human capacity m d d  with very 
dXicult and complex development probIerns. For bener or for wow, there has 
been greater access a, international private capital markets. Jn h o s t  1 mas 
related to che level of regional and national development, the situation seems to be 
much better in bo& rehive and absolute terms. 

On rhe other hand, focusing on the short-run situation, the intensity of the 
econamic recession is far worse &an it was in 1965; unanpioyment levels are 
h i m ;  we are all too familiar with the huge external debt problem; the dexerioxa- 
don in the mms of aPdc is greater; in the case of some key raw materials, the 
deterioration of markets and prices seems to be more lasting; moreover, peoples' 
expedons for a better life have risen appreciably. 
In the international setting, the US. economy played a far more dominant role 

in 1960 &an k does today. At hat h e ,  the world was in the midst of one of its 
longest, most nable grow& cydes; in recent years the world has lived &mug$ 
wide economic fluctuations and even the more developd counuies haw had 
severe diEdties. The economic interdependence of the world has grown c o d -  
e~ifb1y since 1960, and h e  need for wordhation af internationat md domestic 
economic policies is more evident today. Latin America has become a more 
imponant market for the U.S. and the other dewloped countries than it was 
&en. 

Throughaur the hemisphere there is again widespread support for human 
rights, for democratic government, for open and free debate on the critical issues 
of our time. And there is growing concern for the poor and marginal peo~fe- 
d u e s  thst Nonh and South America have shared for a long the .  But &ire is 
also a Eoncem rhat with existing economic diff~cralties, specib?cally with (the impact 
ofthe huge excemd debt and unstable uade conditions, the prospects for renewed 
economic gmwrh for the rnajoriry of Latin American countries over the next 
three yeam look dim-and, as a result, democratic gowemments codd be once 
again the biggest casualty. Social u n m ,  and even some changes in ec:onomic and 
political systems, could, for sow countries, result in prolonged economic stagna- 
don and deterioration in living standards. The challenge of today appears to be 
larger &an it was in 1960, but there is a much b a r  basis fmm which to work, in 



lev& of development, in experience, in kncwiedge, and in the &+kg basis of 
international coOPerat:ion. 

Ovcr the years of the AUisnce, many significant h~~:itutions were developed, 
both at the national and hemispheric i d s ;  some of them have disappeared, but 
the work of orben has continued to grow and diversify. Chmmdng among them, 
of course, are the Inter-American Development Bank, the CWP country review 
system, and othw such as the Central American Integration Bank and soms of 
the subregional integration s h e s .  Project and p r o p  lending in different 
sectors. spearheaded in Latin America and supported by contemporary theoreticd 
and practical developments, were incorpomted in orher institutions such as the 
World Bank and ooher regional banks: Loans for education, agriculture and mral 
development, urban development, sanimtim, and water systems haw become 
standard praice over the last 1 5 years. 

Even structural adjustment and sector loans have a genesir in che Miace 
pmgam loans of the 1960s. The drive to increase and divers@ exports began in 
tke latter half of the 1960s, and for some Lath American countries it b p n  to 
blossom in the Wm1e decade of the 1970s. The capacity of Latin American 
coimaries ro design and implement devdopmexpt strategies, plans, and sophisticat- 
ed economic policies has also grown. But the long-term challenge of a rapidly 
growing population and the e x m o r & ~  osciliati~ns in world economic perfor- 
mance have increased the challenge governments must m e t .  

The uial and error process of inten&& hemispheric cooperation &m that 
mok place during the Alliance decade brought the undemanding of the dewlop 
..nent pmcess and the use of policy tools a, a hgher l d  of achievement by the 
ezrrly 1970s, and h e y  have continued n, be urad and to evolve shce rhen. 
By the time rhe Alliance for Progress ended as a specid program, La& Ameri- 

can corntries were enjoying their highes~ ever mes ofeconumic growth per capita 
and had favorable levels of r ade  both in volume and price. It was the ail end of 
the fong and stable period of postwar economic expansion. O n  the other hand, 
rhe United Smes, owrextended both in its domestic social prognms and its 
intamtional military vennues, was beginning to aport inflationary pressures 
rhrough the Eurodollar marker. A policy of orderly withdrawal ro a less exposed 
position was induced in the United Stata, which included detente aith the 
Soviet Union, greater pardupadon by Japan and Europe in world &in, an 
opening to China, and a reduced commitment to dedoprnmt coopention pro 
grams wirh the less developed world. Soon there was the fim postwar devaluation 
of& d o h  and the move away from the Bmton Woods agreements and toward 
a system of iratcmational, flexible exchange rates. 

At the time the AUiance ended, hemispheric re1arionsbps were strained. As in 
earlier years, U.S. pressure on Latin American countries to intmduce changes 
considered imponant by the United States same to be resemed. By 1972, Lath 
American pressure on the United States to increase financial aid and trade cooper- 
adon was seen as a no-win situation by the latter, which proceeded to disengage 
from the so-called uspedal relationshipn through a lav-prof'e policy. I note here 



that expectations on both sides, inflated beyond the point of d i s m  regarding 
both change of Czplmral patterns in ]Latin America and r e d d i g  national priori- 
ties in the US., led to a redudon of commitment for cooperadon and a move 
away fmm mdtixatedkm and inro bilateralism. Many of us f$t then that an 
exc&erat 0ppo~e~nity to com9idate very swiicam efforts begun years eadier 
had ken last. 

The original hemispheric commitment was based on an aura of shared d u e s  
but also on hard mutual advantage. The experience of the Marshd Plan had 
awakened hopes that a similar effort, carried owr a longer period of dme, could 
crate in Latin America a development pa- capable of keeping pace with the 
population &dew and hereby transforming societies &mu@ a peaceful RVIP- 

lution w i t h  a Weaem social, p~&tl.caE, and economic tradition. It was also 
expected chat the potential for hemispheric d e  would be enhanced by a p w h g  
Laxin America. 

The mosr imporram of the Alliance's sign&cant and lasting contributions was 
rhc lean sub* to mdmadcal  measurement. pmenr issues-economic, 
sorial, andl insiimtiond- becane one of the key the p o l i d  wnda of all 
counuies. AU groups within the countries of the hemisphere began a, deal more 
profoundly with dedoprnent policies, growth, djstribuGon, trade, urban develop- 
m a ,  and human panicipa~ion. N m  pmfesiiom e d  greater reqxctibibfy and 
access n, decision-making; economists, public health experts, +culrnual xien 
tists, s o d  workers, and urban developers began input- Younger 
generations of technocrats began to play a more s t mIe, alongside &e 
pmfessiond poli9idaxr~, in the national scenarios. 

Economic, social, and p o k d  tdormat ion in a democratic serdng received, 
at least for some years, rhe full support ofthe United States, giving great l ~ ~ -  
cy and impetus to the forces in the region that wamed to lead the increasmglp 
more educated and urbanized population &mq$ a PC& rewlution for p t -  
er q.a;ty. 

The approach a, poficymhg and to development has become more pragmatic 
and pmfessionaI throu&out the region. This has yielded positive results in dmes 
of hte~a~0~11d  economic stabsty, but it has o h  Bounded dwing the !on ten 
ye= with the wide fluauations of the world economy. 
The degree of communication, exchange of infomation, and cooperation 

among Latin American countries have increased through a variety of mdani.sms 
and fmluent contam that, in d e a ,  have brought the region dorer together and 
have made it more aware of its diversity. 

n i e  region was brought up to a higher plateau of organization, coordination, 
development, and cooperatisft &at surely would not have been as significant 
wihout the Alliance-that joint don of Ladn American countries and the 
United Sates. That new plateau prod.  that the countries could develop faster 



&an during previous stable international periods and had more d e m e  during 
ptiods of great fluctuation. 

Abve all, political cummimeat by counrries was the key to action. Excessive 
inteaferente in each orher's affairs was a source of major &&on. The definition of 
boundaries for coopedo~ was one of the biggest gains. 

Ewn though pedomance has varied greatly among counrties, the regj~n as a 
whde has k n  made wry aware of rhc longem development challenge posed 
by dre waw of popdation growth that has only b to raper off in the fast 

. Indeed, we all know &at it is a challenge of dramatic historid propor- 
nsidered on a world-wide basis, specidly when irs migration, urbank- 

tion and age-pmfile &heasions are f d y  taken into consideration, mgder with 
their impact on the d t d  fabric ofthe nations. 

We haw ewn learned a good deal from the failures. For m p ! e ,  as aamtion 
has remained focused on the nmre of integral development within the particular 
cultural smhg of each country, the early simplified hope of many people was 
replaced by a longterm commitment to the solution of a far more complex, long 

me of the more cherished goals had only begun to be re&ed 
ce ended, but a more imponant achievement, rhc more redkiic 

commitmmt of Ladn Americans to their development, was in place and working. 
Today many of the same domgdc problems remain, but thuc is another 

problem in the area. of international operation &at omhadows the rese rhe 
external debt and its impkcadon for p w t h  and for the well-being of the peopfe. 

We know that the debt isue is global in narure because many counuia d 
insxiturioons are irmw1~8 besides Latin American ccruntries and because it resulted 
also fmm the interaction of d econ~mic forces in the w d  scene-not just 
fmmcid forces. 

The acceptaflce of that perception led to rhe solution that has been applied o w  
the Past fiw years: Lain countries would adjust their economies 
&rough new policies for stability slna ~~; the international financial cornmnu- 
nity woadd coopua*c by ~svuauring the debt and pmviding additional funds; 
the developed countries would p w  again, maintaining the debt, p r o v i d i  addi- 
tion$ b&, and keeping d e  as open as possible. Each one ofthe paties would 
do h pan, @=B its o p p o d r i e s  and bitttions. The conviction was that 
through such actions Latin Amerimn cornvies could -1e ~ h ,  
maintain human welfare s, and sewice the debt. There is widspread 
agreement & a  growth is necessary, given the great population challenge s d  with 
us. The facr that most La& American countriics are again w ~ r b g  within demo- 
craGc ~ t u t i o m  makes the success of the policy e\an more cr i t id .  
Few grears of experience haw produced some satisfamory results. But the pros- 

pects for grow& in Lath America daring the next five y- are not much better 
&an they were during the last three. Recovery in the deveioped world faltered in 
1985 and so, therefore, did Ladn American exporn. The mr t d a  of resources 
through financing continues to be negative to the repion. Trade has irmpmved, but 
not s~Eidetldy to compensate fur the heavy interest payments. This affects 



grow& in thc short run and beyond, became it is clearer now &at Lath American 
domenif savings are being used a, pay interm abroad instead of bkng applied to 
capital fornation at home. Under such eircurnmces, the future of the new 
demwaric pvepnpyke~lts c o r n i d  to the welfare of their p p l e  does not look 
-very bright. 

is n d d  again to geneme employment, imp- consumption lwh, 
and incorporate the poor into the development process. The n@ve balance of 
papenzs, including debt senice, is the main constraint. This wodd be relaxed by 
increased fmmd Bows, bath as d t  or equizy in-meno; by redtkctiom in 
interest nues and capital fight; by improwmenrs in aport prices and uoluma; or 
by a combination of all these measures. The Baker ini&itive d one of these 
issues; it is a fm step, but it is nor enough and akicd dme b passing away. 

SoIutions to the gmwth dilemma are complicated and have a pditid pricet but 
they are fcasibie. The stakes ue hiefi, the momem is more diffidlt than 1960, but 
the oppommity i s  a bqjhter one. 

The time has come to build another nep of dectiw hemispheric coopeation 
on mp of pm+uus achievements. Lath Americans we once again sear* as a 
group, ready m sustain their nati~nd adjustment &om, and they are asking for 
mote creatiw C O O ~ ~ O R  a, ease the process and to make it politka&y feasible. 
We can nan once more from the lofty plane of presaving shared dues, -re- 
rented in the polidcat arena by ww democracies, and the pracricaf p u n d  of 
achieving larger mutual benefits over the long run in uade and peace. 

Undersmchg that the United States does not enjoy the same preeminence in 
the international economy that it Jid 25 yem ago, the collaboration sought 
shod$ be rralistic and $Teak arid should bring orher OECD camvies into the 
soiutiofls. Accepting that bth American counvies can continue their dceve10p- 
anent in the widest sense, there is no need to overload the new coopemion efBort 
with ownmbitious goals thar can be mure effe&vely handed by each corntry 
S f .  if need be, a mawe commitment on d sides, including the private banks, 
cou1d be handed through an exercise similar to the CIAP country review 
pr8Cw. 

Four years ago, the care of Mexico was the uigger that launched the policy 
applied to handle the debt isue since thm. Today, Mexico is facing, in spite of a 
great narional eRon, a wy severe problem beawe of the drop in oil prices. 
Mexico will be hurr while others bgnefit- Cooperation m complement the Mcxi- 
can nation$ &on could be the spearhead n, new, more lasting  butio ions m the 
debt management probkm f9r all the countries in the region. 
An international debt management formala and trade policy &at would pamit 

La& America as a pegio11 ro grow at 5 percent per year when the OECD 
eomuies grow at 3 percent per year would contribute wwxd saving dernoacy 
and peace for the rest of the century. Such growth paformance was experienced 
during the early half d the L 970s. Obviously the international cooperation d e d  
for rcqukes, as a start, the strong national efforts of each Lath American country. 

Many technical formulae have been proposed by the United St2tes and Lath 



American expem XQ meet the requirements of debror countries, creditor banks, 
and developed countries. A g ~ o u p  of exgem guided by the h'ghest policymakers 
in the key countries of the hemkphem could iron out a read'ktic proposal. Proper- 
ly announced, such a policy wodd awaken again the expectations of thousands of 
entrepreneurs and investors, millions of pmfessionds and workers, who could 
once again increase the energies for growth that now lie dormant in the midst of 
uncemhcy. It could ohn Aim capital repation,  once the &t policies and 
the new proce , creating a snowban efika &at would fadiwe the solution 
to what now nt be an insumounmble problem. The peoples d La& 
.4merica would then mare fully support a pmes of adjustment with pd and 
employment gmeration, just as they now tend to oppose or be uncertain about 
adjustnnent &rough 

A renewed spirit of coopemtion, politid commitment, rapect for the identity 
and the limits of each party-in short, a mature parmenhip-could help us 
consoEdate a region$ development process sarted long ago, whicb pined greatly 
during the yrars of the AUiance and whid! could measure up ro the visionary 
ideals of our forefathers. Once again, the enthusiasm of the heart tempered by 
hardheaded realistic soluticrns is d e d  for. li am sure the answers lran be found. 
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American experts to meet the requirements of debtor coumries, creditor banks, 
and developed counnies. A group of experts guided by the highest policymakers 
in the key c o u n ~ a  of the hemisphere could iron out a redistic proposal. Proper- 
ly announced, such a pdicy would awaken again the expectations of t h o m d s  of 
entrepreneurs and hvestoa, millions of professionals and workers, who could 
once again increase the energies for parowtR that now lie dormant in the midst of 
uncertainty. It could wen achieve capital repatridon, once the right policies and 

, creating a snowball effen &at would facilitate the solution 
to be an insurmountable problem. 'ihe peoples of La* 

.America w d d  then more fully support a process of adjustment with pd and 
empIopent generation, just as they now tend a, oppose or be uncenain a h t  
adjustment dvough 

A r e w e d  spirit of coopemion, politid comminnem, respect for the identity 
aod the limits of each parry-in short, a ma- partnership-could help us 
consolidate a regional ddapmene pro- stand long agys which gained gready 
during rhe years of the AUiance and which could measure up a, rhe visionary 
id& of our forefathen. Once again, the enthusiasm of the hean tempered by 
hardheaded re&c soIuti~ns is eded for. 1 am sure the mmvers can be found. 



The View fm Latin Ameica 

I was asked to give a Ladn American pint of view. To distinpidh ben~feerr the 
La& Amnia point of view and the U.S. point of view is a lide like the 
difference between the husbmd's point of viou and the wife's point of view in a 
divorce courr. Therefore, let us just say that mine is one poinr of view. 

GROWTH FROM 1 968 +'IX3 THE M%D-1981)s 

Let us start with the record of the last 21 years. From 1960 to 1980, La& 
America had 6 percent real g r d  in GNP, the second fastest in the world after a 
wy s m d  group of Ean Asian countries. The per capita income more than 
doubled du&g &at period. However, much of that growth was concentrated in 
Brazil. EVZQ though B d  has one-third d the population of the region, it 
accomted for nearly m~-&ir& of the economic g o d .  

Second, q o m  grew ar h i  the same rate as GNP but at a slower rate than 
world t d e ,  so &at La& America feta Behind in its share of world d e .  Howw- 
er, within rhge aggregate numbers k k kzerstkg to note that manufactured 
exporn of v h d y  all Latin American countries-induding my own country, 

I 
I 

I 
Pent -grew ragidy from 1970 to 1980. The hst Asian newly h d u s t d k d  

I countries had a 27 percent annual growth, in dolls terms, of he i r  manufamd 
t exporn, while che figure for Latin America as a whole was 20 to 25 percerit, even 

hough the stming point was quite low, as was thc csse in East Asia as well. 
W d ,  &is economic pd took place in economies that were faced by serious 

pmbBems of income &mibution. These stemmed p d y  f'm the relative neglect 
t of agridmre; this, in nun, was the r d t  of exchange rare and pricing policies 

i thar, paradoxidyt limited rhe domestic market for manufactures. It is probabie, 
but not certain, that this skewed panera of income distribution improved s o m e  



what, at least until 198 2 ,  as public xivices in Latin America expanded somewhat 
fmer than was he r:se in the Asian counsries* is shown by improve 
ments in longevity and by the improved availability of education, water, e 1 d c i -  
ty, and other public services, accordiing to the annual World Bank Development 
Repon. Clearly, much ofthe imprwernent would not have happened without the 
AU-iance for P r o p s .  
Since 1982, however, grow& has petered out. G m  has not kept up with 

population p w b .  Income, which r s k s  into xoount the t a m s  of trade effcct, 
has dedined to about 10 percent; if Bradl is exduded, the dedine was 14 perm.  
GNP numbers are not a accurate indicator of income changes in this era of 
f f i g  commodity prices. Much of rhe income da1irae has been coficmmted in 
the lower half of urban income p u p s ,  induding some of the s d e d  middle 
dass. The income de&c h a  k e n  dramatic. 

From I98 3 on, in sder to s e ~ c e  he bloated external debt, LM America has 
had u, maintain a trade surplus equivalent ta about 4-5 percent of GNP. 
higher than Japan und 1985. This has dearly had a big impact on U.S. exports to 
the region. Of rhe US. trade deficit of about $150 billion in 1985, one-sixth is 
with h x i n  America. The oved  L a o h  Amefican trade mrphs of 130 to 1 3 1  
billion is about equal to the sum that goes ro pay the i n t a a  m the commerdal 
balks. It w d  be ~Wfictnlt for the United States to create a dens in its d e  deficit 
unless former Third World markers mivc - especially the biggest and dosen such 
market, Earin America. 

Because of commodity price depression, the & of Latin American exporn is 
mday, h 1 98 6 ,  belaw its level fiK yean ago, despite a sharp increase of about one 
quarrw in rhe miume of exporn. At the same time, because of depresed Eomerdc 
economies, impom fell sharp17 k 1982-83 and have barely risen since. Foreign 
trade in the 1980s has thus bmr assocated with depression in mose counuies, 
while in the 1960s and 1970s it was one of the main engines of g r a d .  

Finally, one more major point abom the last 2 5 yean: The role of pxmmena 
has dearly inad d m & d y ,  dalthough not in every country. As a percentage 
of GNP, pubbc sector spending rose from about 2 5 percent in 1960 to 42 percent 
in 1984, a huge increase indeed. While rhe trend has been p d e 3 . d  m m d  the 
world, the increxx in kath America was far larger rl an in other areas and was 
also far more &an seemed reasonable in the hght of income trends. 

Can we Ieam any lessons from the last 25 years? 
First, change is today a permanent feature of the world economy. In contrast, 

the early 1 960s was a period of fairly rapid and stable economic growth combined 
with iow inflation. An example of dramatic change can be seen in Central 
America: 20 years ago the C e n d  American Common Market was the darting of 
dewlupment economists. It was a p a t  success story. Today one reads lit& 
positive about the area, which is mired in a deep political and econ~mic crkiis &at 
b e p  even before the oil shod of 197 3-74. 



h second major change is the skepticism about development aid tbat exisn 
today in c o n m  to the strong support for public seaor-sponsored funds, wherher 
mulrilarerd (trough the World Bank and the Inter-American Bmk) or b&ted. 
"Aid" has become a bad word, and is attacked both from ehc left and the right. 
Development lading has to rebuild its small and fk&e politid constituency. 

A chLd urd most unexpected change is the speed with which Latin America has 
shied from bekg a large importer of capital (d 198 1) into s huge exporter of 
capid, kg$y in order m service the debt. The shifr, from a positive inflow of 
abut  4- perens of the GNP in the late 1970s to the reverse today, a aod 
movement equivalent to 8 percent of GNP, would have been unim a few 
years ag~. ?he shift is both cause and reflection of the economic depression in 
most of h d n  America. 

A t i  pint is the neglect today of the smmrral ~fomts that were a very 
major pan of the phdosophy of the Alliance. LBnd reform, the need to imprrna 
income dlrribuaion, and the social dimension ofdevelopmem are no+ that have 
largely been dropped in favor of the economic debate over enterprise rdorm, 
price and a.nd-kflation policies, and exchange race and interest rate phcies. 
Because of rhe debt problem, we have moved prkndy into a f m d  dislsion 
rather &an one ahour many ofthe basic underlying probIms thac still remain. 

Dspite change, some things stay rhe same. One fedm stiU present, altlfrougk ir 
is chmging under the imp= of tbe new enmzpxeeneeurs that Walt Rostow ders 
to in Chapter 24, is the concessionaire stye of private en~erprise in la& America. 
After &, much e~eabbrhed p r i m  enterprise in Latin A-eria r d y  gws badc in 
its pkdomphy to the inheritance ofthe colonial period, when i limited number of 
people received concessions in order a, go into bwsinesa. There is hardly any 
business of importaace in tatin America today in which the president of the 
company does nor have a, spend much of his time sitting in the hlinix~ of 
Eoonorny to get price increases approved or prices dewnmkd, depending on 
whar his position is. Tne enemies of economic liberaliza~on are wry o h  the 
private sector itself. If we look carefully at mosr economies in the region, we will 
find &at there are only o w  or nvo producers of any given product. Monoply or 
ohgapoly is partly the result of Ih'rstory, but for the majority of counaies it is also 
the mdt of reIa~ive1y small markets. 

h o h r  point of continuity, aS&ou@ mu& less so dim a quarter century ago, 
is the tendency to look m the United S a x e  for soluti~fl~. This is zo some extent 
inevitable, given the economic and msa media links of Ladn to the 
United States, which pardlei those of Ean Asia. 

n e  e x t ~ c e s  of the 1970s have led to a world-wide change in public itrritudes 
toward the role of gowmment. The trend is llso dear in much of Latin America. 
The 1970s pmvide an interesting convast to the 1960s in rhh regard. h h g  the 
19W, dapite the fact that the M h c e  was a govemmene-s~nsored initiative, 
the role of government in htln America increased only mod&tdY. If ow looks 



at h e  numbers 1 dted earlier, it becomes appzmnr that state comme~ci$ enter- 
prises did not apmd that much, in dative ~teme, in the 1960s. er, h e  
expansion was in public invatme~nt for i n h m a r e  and s o d  pmpms. It is 
paradoxical rhst when the htemsriond comm~:rcid banks got into &e ax, s t a t -  
ing about 197 1 and mushxmmkg after 1972, they provided the mufces that 
enabled many pvemeraxs to launch a major expmion of their commerdal and 
industrid activity. The private banks wand g-ow&mmt guxan~zes, but they also 
liked the idea of lending to enteq~risa. They therefore channelled a very large 
pan of their lending, somewhat over half of the tad ,  to state enterprises. Much 
of this went into invenmm, such as the development by Pemlms M a r i m s  of 
Mexican oil production, but much was also used, in dea, for goverrunent 
subsidies to consun the usban areas. Them is no doubt that the moncy 
made a dBerence go , especidy md ab11ur 1 9 7 3, &er which much of zhe 
b o m e d  money flowed out again as capital fli&r stimulated by increasingly 
overvalued exchange fates-which was, in turn, the result of the bornwing itself. 

by rkie 5anh added maybe a half point or perhaps 1 percenif to g o d  
in the area as a wilole, with some differences among corn&. It a b  added an 
enamow aate ap~xm.tus. In Mexico, the state grew &om 25 to 50 percent ofthe 
G W  just in the 1970s. In rhe period 1979-81, M a i m  imports i n d  by 
w o  and one-hdf rimes, as the errtenid debt to the banks doubled in &ox two 
years, which were as0 the years that the d u e  of Mexi- exports doubled. I 
&%ink that there is a lason in the conma b y e e n  &e 1950s and &e 1970s: h is 
thar public initiapive per se does not necessarily lead n, ovprexpmiorr by the 
public sector, but that easy money does. In the 1970s, the private ini&tivse ofthe 
interndond banks turned inm a of blank check that, regmmbiy, vuder- 
wrote many of the whims anO policy erron of the period. 

A crucial lesson to be learned by comparing the 1960s to the 1980s is &at 
capital i~flm are absolutely essential to growth. A very mange idea seems 
haw d e n  root in the last three or four years; namely, &a; deye10ping economies 
can grow without net capital intlavs. Orice an economy crosses rhe theshod 
from de-x1opirng to devdoped, it usually- although not dways- begins to gmer- 
ate a current account surplus in h batmce of payments, and thus begins to export 
capid. This is happening r d a y  in Kom and Tiaim, bur umil recmth~ both of 
d~ese East Asian rapid growth suzcess stories were importers of capid. For the 
debon in Latin America, it is un&ic to think that the economies are capable 
of p a y q  inaxes eqUrvAent to roughly 4 percent of the while receiving no 
n a  capid t d e n  at a per capita income l d  mound 95 1,700, and ZE the same 
the at 6 percent per year while the t e n n s  of nade are detepiorathg by 4-5 
percent per year. How can all of rhis be susmined over a prolonged period? There 
is something mathematically wrong with sucl e proposiei~n, which is, unform- 
nateiy, implicitly endorsed by quite a number of respaable observers in Washing- 



rsn  and New York. 1 rhirnk &at the less021 of &e need for capid inflows has to be 
r d m d .  The c e n d  question is not whether capital is needed, but whar policies 
are needed to ~ ~ a a  it on a conpinuous and productive basis and how ro use 
capid efficiently. 

The United States has been a huge importer of a p i d  durhg the last four ye=. 
If about 5 7 0  or $80 baon of f d p  capid had not come into this counvy 
mnudy, interest rates wodd have been much higher ad the whole Keynesian 
expansion undenvay since the last quarter of 1982 would have been quite 
darent. 

How can Eat'm America attract the capid, Clearly there has to Be a shift away 
from loans. Such a shifr is, in any case, being forced by the markerplace k u s e  
rhe commercial banks are certainly in no mood to increase their exposure. After . . 
touching bottom, foreign investors in 1986 were be a, stir, stimulated by 
&e debt-equity swap systems put in place in Qlie and Mexico. These systems 
hawe accdemted kvament: deskions thar otherwise wodd haw been postponed. 
Some return offlight capital has also &en place in a fnnr countries, drhough rhc 
major sdmufus has been the wry tq$ monetary policies m& n e c w  by fiscal 
and batasof-payments c o n h a s .  Prime capital, however, canna hope bopem 
bridge rhe balance of payments gap f a d  by most debton. A major inje&oz of 
funds from official sources is needed. UnLke the 195Qs, bilaxed oEzcial flaws are 
likely to be very small, so thar a heavy responsibility falls on the m d d a t d  
development h&s, both the World Bank and the IDB. 

The world m6ng is as fundarned as the policies of the debror counnies. It is 
very diff~cdt a, grow in a setting drat is not conducive to growth. In 1985, wen 
h e  economies in the Far slowed down as a ~ s d t  of an incipient downturn in 
the United States, which formnady did nor materiabe. Yet p w &  in the 
hdw*ed countries is at its lowest point in the post-World War II period. In 
addition, the mnr of trade are vital. Thqr arc not only impormnt concepmdy 
but because more and more manufactures today behaw Eke commsdities. Thjs 
comodihsion of world trade is saceating huge swings in prices. L the case of 
Laxin ihmerica, efie deterioration of the terns of trade since 1980 has been on the 
order of 15-20 percent. ammodity prices in h e  powax period haw never been 
lower than today. The lesson is a, ~rsrr shifdng to manufaauring, WE&. iouden- 
d y ,  means devel~ping +m1ture in o&r m aeare a market rhap can perate 
additional economies of sc& in domestic indusuy. 

if we look at the world economy since &c 19SOs, each decade has had slower 
g r d .  The 1950s was 2 decade of rapid growth, promotd in pan by the boom 
of the Korean war. In the 1960s there was still rapid growth, but it was bolstered 
at a weakening point by the expendimre on the Viemam war. In the 1970s &ere 
was a substantial downward adjustment, and in the 1 ere has been wry 
lit& growth indeed. If we put the annual percentage numbers for each 



decade in sequence we get roughly 6, 5 ,  3 ,  and 2 percent. Esch decade has had 
lower economic p w r h  &an the preced'mg one, a dear and variiwrne m d .  

Should.we simply accept the status quo as inaiit;th1e? I think not. We need new 
thinking and new ideas to rekindle g r d  in Ladn Amuiea. The debt crisis has 
probably had the bendtt of indttckg the debtors to put their financial houses in 
order; but after five years of halting or nonexiste~t grow&, there is a need for new 
approaches. Intmati~nd initia4rives are as importmr ar domesic ones. 

Whnr is the new initiative to come fro;? QP,at: should it consist of? As a 
, it seems to me that one should narrow the debate to a number of fairly 

simple proposi~ons, which are made by Dr. Ronow in Chapter 24. 
One dear point is &at the ~ I t i o n s k p  should not be &at of donor and 

recipient, since right now the U.S. is not a donor in E n  America. If that 
relationship is estab1ished on a new basis, I there is potential for d b h i n g  
some good points for understanding. I think that we must revive the concept of 
inter-Americanism. The Inter-hesican Commitwe for tbe il.&mce for Pmgress 
(CIAP) was, with all its weaknesses, an idea worth pursuing. There was a positive 
spirit that was lost over the past ten years and ought ro be reesrablkhd. 

The AUiance had some fairly dear objesrives. We may &agree wioh some of 
them, but at the time they were dearly undmtood and p r o p s  could be mea- 
sured against those objectives. Therefore, we ought first to agree on what the 
objectives are for the next five or ten years. IT we were able to agree on &at, I 
b e k  we would be in a better position to establish mutually agreed goals for 
economic revival in the y e a  ahead 



In most discussions of the AUiance for Progress, one frrndamentd issue is skiraed. 
Two fmularions of that issue come to mind: 'iVhat explains rhe van differences 
in plieicd, economic, and soad p m p  between Latin America on the one 
hand and the United States and Canada on the other? And why is the MmM1 
Pkn gencdy viewed as a success while the Miance for Progress is regarded ns a 
fdure? 

These questions evoke several others: 

I. Why is h e  average North American 13-20 times better off economically &an the 
syEmge lath American? 

2, 'Why are income, wealth, and Imd fx more equitably disrributed in rfie United States 
and Canada than in Latin America? According to World Bank statisdcs, he  bottom: 40 
percent d &e popuhtiorr in nine repmentiltive Eatin American countries receives on 
average 10.7 percent of tord hcome, while the top 18 percent receives 3 9.2 percent. For 
the United Smes and Can&, two counvies where, by the way, h a m e  &bution is 
drnosr i&nPid, &e fpres  are 16.1 percent for the bottom 4Q percent and 2 3.5 percent 
for the top 10 percent. 
3. Why are proponio~?&y so many mare N o d  Amexims literate dun Latin Amerim2 
4. Why are democratic politid institutions, due process, and civiltian conml of the 
d h y  so deeply rooted in h e  United States and Canada and so rare in Latin America? 

5 .  And why does the wid b i n  American chief of state-and I hasten to acknowIedge 
that there are exceptions-leave office vastly richer &an he entered2 

In the eariy years of the Alliance, we in the Unired Sates were motivated, in 
part, by naivete and arrogance: We diw8d Latin America's ills as a cons* 
quarce of n 4 m  by the United States, and we prescribed a krge dose of Ymkee 



ingenuity snd resources. Most Latin Americans endorsed this approach, nowith- 
smd'ig its tsmg imphc2Ltion of %atin American impotence, at least p d y  be 
cause it did not force them m look inward for explanations of LMin America3s 
condition. 

It was Ted Moscoso who spod&ed these errors in a speech in 1967: 

just as no human can save mother who does not have the will to saw himself, no country 
can saw others no man= how p d  its intentions or how hard it tries. The Latin American 
countries have been roo dependent on the United States, while the United Stares has been 
mo nosy and eager to force down the throats of its southem neghbors its way of doing 
things. 

The search for external causes reached its piinnade with the dependency theory 
vogue. It really wasn't neglect by the United Smes; it was expIoitation by the 
United States, which made itself rich by keeping Lath America poor. The United 
Smes allegedly bought Larin America's primary produrn cheaply white charging 
high prices for its manufactured a p m .  Meanwhile, U.S. imeseors were allegedly 
raping unconsdonable profin frok thdr invest men^ in Ladn America. 

Dependency theory is an inrelIeaual comt~ust that doesn't hold water and leads 
ht*m America down 3 dead-end street. I won'r go into the d d e d  analysis kre- 
youll fmd it in my book, Js a %ate of Mid: me h d n  Amrian 
C.m& -but I will make the following summary points: 

The United Smm, Gnada, and Australia all developed rapidiy and democmtidy 
during rlre ninaeenth century as exporters of primary products and redpients of hge 
infusions of foreign in-at. Today, rhe United Scares is the world's iargest emporter of 
primary prodtums. . Foreign uade and foreign investment represent a small fnaion of the U.S. economy, 
which may be the most sIf-sufficient in the world, ar leas among the advanced coun- 
tries. For example, the tod eff&ve demand of the five C e n d  American countries for 
US, products a p p r o d t e s  that of Springkld, M d m .  

e Trade with and invesmrent in Larin America represent a small fraction of h e  US. tad 
world-wide. The bulk of both is with Western Europe, Canada, andJapan. For example, 
the United States trades more witb and invests moR in Canada than with dl of bin 
America. Thae is Aidem that Latin America? countries with rdativdy more US. 
kwrnent (e-g., Coax Ria) have done h e r  &an thse wi& relatidy less (e.g., 
Nicaragua). There is idso evidence that Latin American inve~mrs have taken substansy 
more out of their countries &an foreign investors, both in higher proft margins and 
capid flight. 

Moa people agree &at Latin h e r i a ' s  natud resource endowment is at least 
c o m p d l e  ro drat of the United Stares uld Canada. If dependency theory is 
largely a myth, hmv else can we explain the striking discrepancy in political, 
economic, and social progress? What really explains why the AUiance for hogrw 
foundered wMe the hall Plan prospered2 



Mer 25 years of working on Ha,& Americ$s devefopment problems, 1 3  of 
them spent &dng US missions in five Latin American corn&, 1 am 
convinced &at ir is the way Latin Americans see the world-heir d u e s  md 
anioudes-&at are the principal o b d a  to pmgress in Latin America. Those 
values and attitudes derive from thadizional Hispanic cultwe, which nurtures 
authorikanism, an excessive individualism, m&s, cormpdon, and a f d s c  
wodd view, all of which work against political piu&m and economic and s o d  
progress. That culture dso attaches a law d u e  to w& panicularly among the 
elite, and discounges entrepreneurship, thus further braking monomic growth. 

Culture is not immutable, dth~u$ it usually changes wy slowly. Spain itself 
may be evolving toward mdem western values more rapidly than h former 
cdcnies, largefy because of its opening to Europe since the mid-1950s. In this 
hemisphere, it is the United Stares thax has played the principal regional role in 
pmmo&g dmocmic development, above ali by its example, but also by its 
mmt: policies, hduding the AlIiance for Progress, the Career A ~ i n ' ~ o n f s  
emphasis on human rights, and the Reagan Administration's current emphasis on 
democratic solutions. 
La& Amuids hnxe pmgress will d e p d  strongly on its ability to see &elf 

objectively; m w d  toward the kinds of cultural change that will enhance the 
prospas of democ~uic progreq to suppress rhe tendency to seek foreign scape- 
goaa; and ro assume responsibility for h own future. Those kinds of values and 
artitudes could perpaUte the curent wave of democratization that we P hope 
wiu rake root and endure. In the hence of such changes, La& America is 
destined to relive the tragic abuses and fmwrations of drnost Piwe centuries. 
The real obstada to progress in Eatin America are in the minds of Latin 

Americans. 

1. Lawrence E. Harrison, U*h isa State $Mid: The Latin Amffiwrr G u e  
(Cambridge, tMass.: H w d  Center for Xnteminnal AEairs and Uniwrstty Btws of 
America, 1985). 



If we are n, be helpful to the men, women, and children of our hemisphere, we 
must look forward with &, not backward with nostalgia or fiusmtion. The 
concepts that generated the Miance for Progress c ~ s a i d  three decades ago, in 
&e 1 95 a. Now-on the basis of what we &irrk. we have learned md what we can 
d i e m  over &e next generation-we must prescribe for the funue, through the 
year 20 10, more than a half century hence. 

The bulk of niy commems will address the future, b a d  on the lessons we have 
lamed from thc Alliance experience. But some historid problems are more 
deeply raoted and slower to yield than others; and there arc some principles 
which, if not eternal, hold for long periods of time. k e  are, I believe, eight 
propdims which, with some modiiicadon, are just about as valid in 1986 as 
hey were a quarter century ago. 

EIGHT t5TMNH)S OF CONJTmWITBP 

1. The task of development in Larin America is ovemrhelmiryly a task fm Latin 
Americans. At the Punta del Este conference in August 1961, it was roughly 
dcukted thar 80 percent of the investment for la& American devefopment in 
the 1960s wouid have to cam from Ladn America. The proponion turned out m 
be 90 percent or more. Whar the United States does or fails to do has been, and is 
Lilcely to remain, a r n ~ ~  factor in the equation of Latin American d d o p  
merit, d&ou@ often a sugrufimt marginal facror. In any concerted &ort at Ladn 
American development, the United States will be a pamet, bur inevitabIy a junior 
partner. 

2. Despite some decline in Latin American birth rates and oxrd rates of 
population g r d ,  h w l  be mremely dif5cdt for Laxin American governments 



to generare an adequate level of economic and social infrastructure for Q their 
ciduens-and jobs for all heir workforcer-und rhe rate of population increase is 
dca f ly  reduced. 'Wider we like it or not, the population problem i-emahs 
high on the economic and sodal agenda for mosr Ladn American counuies. A 
Latin American graduate student of mine read this chapter in draft. When I asked 
for his advice, he said, You must say something abut social justice." I could 
generate some fmiliar rhetoric. But as a devefcppment economist, I condude that 
a hq$ p m p ~ i o n  of soad injustice in Lath America icaa from excessive rates of 
popdation increase and from perverse agricultud pobcies. 

j. Ladn American integration remains as important as we thought it was in the 
1950s and 1960s. P m p  has been hired, especially at the bteqpvernmentd 
level, and Iadn American nadondkrn m a i n s  rn'&hfy reskmt. As we shall see, 
&p id ro build up and orPk critical masses of American scientists and 
enginem to g e m e  and absorb the techn010gies of the Founh Industrial Revolu- 
tion rakes the potenrid payoft for p r o p  in Latin American integration. 

4. There has been considerable progress toward generating and ocpw tbe 
flow of diversified exporn from cenain tadn American cow&; but, like its 
counterpart in the United Stam hein American indusuy, d e n  as a whole, still 
lacks the kind of beermined orientdon toward world market &at the times 
ahad demand and that now chmaerizes, for emmpIt, the counaies of the 
Western E?3csc. 

5. Inflation is stdl an unsolved problem in many Latin American countries, 
atthou* recent policies launched in Argentina and Bratil inspire hope. 

6 .  Latin America shares a viral security inrerest with the United States; namely 
that no subnandd extracontinend military power emplace itself in this hemi- 
sphere. This is not a nationalist U.S. reassenion of dre Monroe Docnine. it is the 
mddarenl doeuine of the OM by which we haw, by and large, lived in this 
hemisphere since L 962-and, indeed, earlier. One mrlt is that hatin Amerka 
m&wy expenditures in 1980 were just about half the l e d  of those h any other 
developkg region: 1.5 percent of rhe GNB, as csmpved to 2.9 percent for Africa, 
1 2.5 percent for the Mdde Em, 3.6 percent for East Asia, and 2 -9 percent for 
South Asia.' Unless we continue to cherish our underlying, m l y  ahow1edged 
co~lsemus on hemispheric security, rhe hemisphere could d y  become a nmegic 
bearpit, with profound degenerative consequences for economic and soda 
progress in Ladn America, as well as m d y  divisive political e&es within our 
cum mu^^. 

7. Despite the great economic and social progress achieved in Latin America 
over the pan quarter century and rhe region's =expanded economic and pokicd 
Ges across bo& the Adantic and the X)acZc, the areas of authentic common 
economic interest b e e n  he United States and Latin A m e c a  remain subsmn- 
tid and justify a continued search for an agenda of heighzened coopemtion. 
Abut 3 5 percem of Ameiica9s expons flow a, the United Smtg. If one a h  
takes inn, account the intense f ~ ~ c i a  interdependencies that exist in the hemi- 
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sphere, it is dear that, at this of history, we are locked in pamenhip. The 
queSrion is: How wisely will nduct this inescapable partnership? 

8. We badly need, in the second half of the 1 980s, som&ng we achieved for a 
h e  in the 1960s; that is, a hemispheric consensus among economists and pok- 
cal leaders on the hamre of our common economic agenda and on what we ought 
to be doing togaher. The b h c e  of my remarks constitutes an &ort n, conuib 
ute to the com&oon of such a new economic agenda for the generation ahead. 

So much for f d a r  propositions that d hold. The most basic difference 
b e e n  rhe present situation and that of 196 1 is that, overall, La& America is 
far dong in what I c$l the drive toward tedmoolojcal mamrity. Most countries 
are in the "pst-take-of?' rtage, in which s country demonnrates its capacity to 
develop increasingly bivedied hiusvies and applies to them, as well as to 
agriculture and services, inneasingiy sophis~cated technologies. In most ass, this 
stage is associated wirh levels of d output per caph that the World Bank 
designates as 'hpper middk-income." That is the case, for exampie, in Mexico, 
B d ,  Argentina, Chile, anand Vemda.  I believe Colombia aIso belongs in this 
group. I shall first address some of the key present and foreseest& problems of 
these countries and turn later to tbe problems ofthe less advanced oounuies in the 
hemisphere. 
h 196 1, the more advanced commies of hadn America were genedy suffer- 

ing fkm an economic deceleration caused by a convergence of nvo forces: fmt, a 
loss of momentum as a h f f  based on substitution for imporxed consumer 
goods-s strategy forced on Larin America by the Great Depression of the 
1930s-reached its natural limits; second, a markedly mfavoaabI.e shat in the 
term of uade after 1911, fobwing almost two decades of re1ativeIy favorah 
terms of d e .  hoked st in this way, the A k c e  for Pmgress may be seen as a 
mahod for helping ladn America bridge the awkward svurmal tmuirion be- 
meen h e  end of take-off and the achievement of high momentum in the drive 
w w x d  technologid maturity. And thar happened in the 1960s and for most of 
the 1970s. 

But in the mid1 980s, a set of forces operating within Latin America and on the 
world scene slowed up or brought m a halt the d r i w  toward technoho@cd 
mamrity. One way to ddine the task ahead-the rask of the re-formed pmenbip 
now required-is to generate the hemispheric cooperation necessary so permit 

America to complete the drive toward technoBogicd maturity over the next 

In my view, that task has four major dimensions, which constitute the five items 
on my agenda for rhe future. 



4 a shik in ohe balance be~vem Phe public a d  private sectors in k i n  America-a task 
only Iada Americans a n  undertake, but which sensitive and c i v ' i d  policies of foreign 
mdtbtiond companies c;in make easier 

@ the rapid absorption in Ladn America of the tah01<r@ of the Funh I n d d  
~ 1 u d o n ,  a new, Iarge aim for coopefiltion both within I d n  America and henwen 
bxin America and xk United States, as well as y a p  and Western ;Europe 

rhe msuxance of adequate sz~ppbes of energy, food, and raw mareds, as wefl as pet- 
tion of Laxin America's physical envhnment -mother major potentia; area for intense 
hemispheric coogemtion 

* cormxion of the swchtd distcrtions in &e US. economy, including Ehe achiawnmt 
of high sustained p w t h  nues, reduced interest rata, and liked nsde polkies that wodd 
not only better sem h e  interests oftbe people of rhe United States, but a~ also requid 
to permit Ladn America's debr burden to be reduced in an environment of rapid ece 
nomic and social p r o p  

@ concmed &om ofthe sumnger nations m ass& rhe w&er nations in the hernkphere 

SHIFTING THE BETWEEN 
THE PMVmE AND PWBLIG SE-ORS 

The existence of excessively powefi 'stare bourgeoisiesn-pursuing interests 
&at may differ from &ose d a majority of their c i i m s  -is n m  acknowi+d in 
evwy dcxlopimg region, induding the world's IYVQ most populous countries: 
Qlma and 1ndia.f The phenomenon resulted from rhe convergence ia the 1950s 
and 1960s of rechnical, economic, and poiitid forces with e e h  svorngiy held 
artitudes. 
Om the economic side, there was the inability to earn or bomw (at tolrrable 

rates) sufficient foreip exchange to awid hi&dy pmteaioh stport subskution 
policies. These policies led directly to insufficient compdtion in domestic mar- 
k, dampening the mtreprmeupiial quality of both the private and public sectors. 
Foreign exchange rationing was also a policy that required large, perfutl bureau- 
cradg so dedde what should be imporred. On the pf.idd side, there was the 
fear of erpiosions in rhe voXde cities and many governments decided, in effect, to 
apZoit the farmer on behalf of the urban population. This, of course, had the 
effect of ~duc ing  incentives in the agricultural sector and slowing rhe rate of 
increase of agkcdtud producdon, forcing increased grain impom at the expense 
of h d d d  dt3d~pmat .  

With respect m atdtuds, the word uqitatisrnn was just as unpopular as the 
word "so*rn" was popular in die developi~g regions of h e  1950s. Capitalism 
was assocked with colonial or quasi-colonial status, represenring an intrusive 
external power; and it was systemacidy represented as such and denigrated by 
politid leaders across a wide spectrum. ~ ~ r n  had comidea5le semimental 
a p e  during rhe 1950s: Some of the E i r o p  social democratic governments 
were doing quite well; Maos Great Leap Forward and Chinese Communist policy 
in general generated considerable enthusiasm among those who did not invest- 



gste it roo deeply; even Krushchev's boast that the USSR would soon outstrip rhe 
US. in g o d  output had certain credib'dity in the late 195Q. To dl this one can 
add &at many of the world's emerging politid ieaden were htdectuals or 
soldiers, both rypes inherently suspiciot~s of the market process and inclined, for 
different reasons, ro haw e x c ~ i v e  faith in the powers of government admininra- 
tmn. 

The convergence of these pmbJ.erns and aninrdes has systematicatfy slowed 
down economic and social ddopmene witbin M m  America and has complicat- 
ed necessary saumval adjustments. 

ObMous1y, the answer is not and &odd not bc a compufsive Friedmanesque 
reliance on tbe market process. But the dme has come to examine afresh-and 
with heathy skepric3sm - rhe accumz!ted economic finnckiom of govemesnt and 
a, strike new balances between the public and private sectors. These balances 
should exploit the potatid of prime enterprise and aom+tiye markets a good 
deal more than is the case ar presenr. 

is a very particular reason why such a shift in balance is appropriate for 
Ladn America at the present time. As I suggested earlier, most of the population 
in Latin America now lives in economies underping a drive toward todu;olo@ca% 
mantriy. Public authorities everywhere have proven peculiarly clumsy and ineffi- 
cient in their efforts to manage the production of the h@y diversified manufac- 
tures that characterize the drive toward te&no]Io@cd maturity. Moseowr, h 
contrast to the previous generatiion, private emrepmneurs now exist in Latin 
America who are capable of producing diversified industrial pmdum that can 
compete in world markers. Such f i d e  private entrepreneurship b c e k  a, 
prove of critical importance in the Fourth Indusrrial Rnalution. 

EATIN MCA AND THE FOURTH 
INDUSTRIAL PBVOLUTION 

.\ : fim glance, Wry appears m have played a dirry vidr on Ladn America 
it was moving through irs drive toward ree:hnolu@d mamrity. 1 defae that stage 
in terns of the degree to which a society has &ciently absorbed &z pml of 
exking techno10gies. Latin America in tbh 1960s and 1970s was in the process of 
learning to exploit d5~iendy the Third hduarial ~ ~ u t i o n :  rhe internal com- 
bustion engine; electricity, the radio, and tdevisi~n; modan chemiak, indu&mg 
pulp and p a p ,  synthetic fibers, plastics, and pharmaceuucals. Lath Americans 
had every m a f  to believe that they were rapidly dosing the te&nolo@d gap 
with the advanced industid countries. Then, rather suddenly a set of new 
tecfinu1ogies emerged as commercial innomxions: micmI~ronics, genetic engi- 
neering, the k r ,  robots, new communiation methods, and new industrial 
matads. Although geminsring for some time-and by no means uniform in 
their riming-li beIieve historians will date rhe innom~onal stage of this t&olog- 
ical rmIution from, roughly, the second half of the 1970s. 

Sommht arbitrarily, 1 I inindined m regard this rather dramatic batch of 



innovatiions as the fourth such major grouping the past rwo centuries. The Fint 
I n d u ~ ~  kofut-bn, dated by innomion d e r  &an invenrion, cams on stage in 
the 1780s and resulted in fanory-manatlFaaured c o ~ o n  textiles, good iron fabricat- 
ed with coke, and W d s  more effcient steam a@e.  The sfcond em& in the 
18 30s and became an ememeiy large-scde enterprise in Britain and the American 
Nodeast in the 1840s; that is, the d m d  which. w i t h  a generation, h d v d  
the invention of cheap marrproduced ned. The third began around the turn of 
the century and consisted of electricity, the internal combustion engine, snd a 
new batch of &aic&.  In && VZfZcius dahrations, they rim down m the 
second half of the 1 960s, when the leading sectors of the 'Fh'i Industrial h l u -  
tion decekented makedIy in the advanced industrid ~ounuies.~ 

The FWI& Industrid llution has asme d a k  chwae*ia, as corn- 
pared wii;: its p~decesciors. It is more intimately linked to mas of basic science, 
which are thrrn~lvs undergoing rapid rrvolutionary chmp. This means the 
seientk has become a critical actor in the drama, and the s u c c 4 1  linkage of the 
&en&, mgineer, and ennepEwur has become m c d  to the peration and 
d i h i o n  of new t&oIo@es. The new s&nolo@es are zko proving ubiquitous, 
progressively s the alder basic industries, as well as agridoute, anirnd 
husbandry, and fsrary ,  and dl manner of service, from education and medicine 
a, banking and comrnuni~tio.~~. These te&nolo@es, in dSere1mt degrees, are 
immediately relwant to the economies of the dc-r~eloping regions, depending on 
ttleir sage of growth, absorptive capacity, and resource endowments. I would 
underline &at no concept is more misleading thao the one that d e d m  that we 
are entering a p o a d u s t d  age. 

TRe exmmr&iraary range and diversity of the iira t&oIo@ets resulx, I believe, 
in anorher distinctive chamcte~c .  I &d it most improbable that any one nation 
will a&- anti s& across-he-board oeh010gid leadership in the Fourth 
Industrid b l t i t k m  or, indeed, leadership in a major ares such as mkroelec- 
tronicr, genetic engineering, or new i n d w d  materials. Each such a-ea repre- 
sents, ia faa, a group of highly speckdipzd and diMe~ntiatted activities. Given the 
rtxsmab1y men distribution d seien&c, engineering, and enuepreneurid dent 
among the advanced i n d w t d  countries-and the similar educational level and 
skius of their workforces - with the parsage of iime, specialized comparafi-ve ad- 
vantage is likely to be dinribured within a mmiderable range of countries. As a 
result, we are Fiery to see a great ded of cmperation and trade in the nepv 
technologies, as well as competi&Ion. Indeed; if one &2s the p a e m  of joint 
ventures m s s  international b u n d i e s  and the expanding aade in high tedurol- 
ogy sectors, ir becomes evident that this process is already under way, despite 
Waem Europe's somewhat slow suvr in comparison with Japan and rhe United 
Swe. 

The difhsion of virtuosity in the new techologia will be acceleraaed by their 
indirect imps on the developing regions. Ovw the n m  d d e  we are likely to 
s e  the new tehoiogies vigorously applied in the motor vehicle, machine tool, 
steel, textile, and other traditional industria. One nsdt of this conversion to high 



tech dong a broad front is that the more advanced developing counoig win no 
longer be able to count on generating increased manufzmred exporn simply by 
apIoiting their lower money wage rates. There is a lively awmfiess of this change 
in prospecrs in the PHfic Basin because of palpable Japanese prom in applying 
the new t~hnolo@s xu the older industries. Consequentlyf there is intense inter- 
est among the newly industrialized camtries in acquiring the emerging tecbofo- 
gig. The Republic of KO= for oram-ple, is g d i g  its current Five-Ym Yian to 
rhe rapid absorption of the new technologies, including quite m d i d  changes in 
education policy. It is time for Latin America u, mow pu yinthis  
&mion. 
Each developing country diGsis, of course, in both the exent to which the new 

reha010pies are relevant and in its capacity to absorb &em pmductivefy. But, in 
general, potentid absorpdw capacity is higher than one mi& guess? To use rhe 
World Bank's voabuIa~,  between I 960 and 1 9 8 1 the proponion of the ~ i m t  
age groups enmUed in secondary schoofs for ulower middle-income" couritries rose 
from 10 to 34 perant; in higher education, from 3 a, 9 percent. For u ~ p p e r  
middle-incomen countries, dre inueares were, respe,zidy, from 20 to 5 1 percent 
and from 4 to 14 percent. nese apparendy pedenrian figures reflea d y  r m h -  
rianary change in the produaivc potentid and tebtanoEogid absorptive capacity 
of the developing regions. 

Consider the case of India, a coumry with an exceedingly low average real 
income per capita, when measured conveneionally. The World Bank calcuktes 
1981 Indian GNP per capita at $260, as compared with $2,250 for Mexito. 
Nevertheless, the pool of scientists and engineers in India has increased from 
about 190,000 in 1960 to 2.4 maion in 1984. 'Fhat pool is sustained by the fact 
&at something like 9 percent of the In population aged 20 to 24 is now 
enrolled in higher educarion-three times the proportion 20 years eder.  T&en 
dong with h e  large absolute size of India's population, tbis means &at India is 
quke capable of assembling the critical mass of scientists and R&D engineers 

to solve che kinds of problems increasingly posed by the Fourth I n d 4  
ut;on and its &cier~t absorption. 

Consider iMexi~~, a case closer to home (see Tabk 24.1). From 19 57 to 197 3, 
the mu$ average increase in Mexican graduates in natural science was abut  3 
percent; in engineering it was about 5 percent. Frnm 1 97 3 to 1 9 8 1 ,  the cornpars- 
hie figures were 14 and 24 percent, respe&vely- an astonpishhg, d m o s  fivefold, 
acceleration. Data on gradua.tes in mathematics and computer science in 
1980, but they rose from 490 to I 0 3 3  between that year and 1981, and, I 
dareray, a high rate of increase continues (see Table 24.1). 

1 haw no doubt &at iMmic,'s-and ht:i America's-basic problem with re- 
spect n, the new vchndogig wiil prove to be the e%feaive orhization of &is 
human dmx rather &an an absoiute shortage of scientks and en@eers. 
AU this bears di~dy, 1 Ieiieve, on the appropriate agenda for future coopem- 

don in the hemisphere with r a p  to techx~ology. 
Fim, Ladn America should accelerate the reorganization of h institutions and 





poZcies-whch is already begl7ning ro happen-to absorb propsiwly thc rech- 
rrologies rbar emerge during the k u n h  Industrial ution. This proces has 
implicatio~s $or a wide mge of activities, fmm ed to tax pc)licy. -And, H 
wodd underhe, k &odd rwoSutioeize the olid m a n u f m ~ g  hdusuies as weU 
as qyicdmre and services. In rhe course ofthis effort, the coasidenbIIe peenti&- 
ties for irxez~-L&~ 1"8,=erican cooperadon in science and technology shed be 

d. 
2 of h& Ame~i~i's ~CimtIfi~ 

eering and ent~prme~r zcity. This new !nind of part- 
nership is esernda! not medy n, generate comribu~o~~ to the ilow of new 

ra.ere &e bmir~ 
Finally, it is a pnofouurd common interex of the United Smta and latin 

-4medca &at ~ a t i  nadons ahsorb the new te&oB+es in $I relmmt ssctors as 
fas~ as they can be e f i ~ e t l y  m s f e d .  It w 9  Laxease rrade wittk the hemi- 
sphere and srenfien the social a d  potidrat bonds that need a, be nrtd\rixred over 
the next few generatiom. In bilaterd terns, this area should be a major dimension 
of US.-Latin A m a i m  coo~nrttioa - hwlvhg both rhe public and privan ser- 
tors-- md should indude intensified ~ s ' i ~ a ~  to Latarn h e r i a  in eduazion and 
mining for dre new technologies. A~&Qu@, I repeat, Lath America should and 
no doubt wiil look m Europe and Japan as well as to the United States. 

EN RCE BASE 
DErnWPMErn 

In 1 980 I had the privilege of serving with a group of OAS-appointed experts in 
an a m p %  to defme a hemispheric &art at cmpation for the 1980s.' Our 

pe Herrera. As in CIAP in the , I was in my tzvorire role; 
among a group of $*pished Americans. Our dehbera- 

irr &e midst of the second in oil prices, a time of 
powerful dationasy premue. bVe ddevrned a pood deal of our report m the need 
for increased inwsment in energy, fd, raw materials, and yrseaion of rfie 
environment. 

R;-trt now, as we d bow, oil prices are fdmg, as are the prices of most 
agi&lwal produrn and r;rw mate~kds. An impnant quation h whether &at 
downward uend will continue, as it did fmm f 95 1 to h e  mid-1 960s. 

One can argue, for example, tkL the 1979-80 doubling of the oil price was a 
grossly excessive response to the loss of Iranian oil exports; that the oil cartel is 
irrerriexly shamered; that enosna~3is ixsxves srist in the Mddle Em, notably in 
Saudi Arabia; and thar habits of cofwmtion me now deeply in 
importing areas. One can aka argue rhar ~n stockpiles i3 tbe U.S. and Wamn 
Europe overhang the agricdtumf markets; &at Chin3 and India have moved 
succesWy to increase domatic ourpur and to reduce ag-ridmd imports; and 
that other dewloping countries are likely ro follow their lead. As for m .  ma&- 



als, a whole range of substitutes is pm1iaem~in~g- optid fibers, plastics, ceramics - 
that are likely to break the link between i n d u d  output and certain older rrcw 
materkdo, such as copper, aceI, md d~mhum. 

On the other hand, one a n  e &at pEne intern sf oil producers in prevent- 
ing a free fd in the price of oil is great, and they may reestab~'ih, sooner or her, 
the production discipline necessary to raise current oil prices subsea~dy. The fd 
itserf is tendering a good d d  ~f marginal producdon unprofitable; it is d to be 
demonnrated whether hdia and China have achieved a soeady, long-term upward 
vend or a remarkable, short-tam rise in the l d  of agricufimd output. Above 
all, since 1979, real output in the world economy has p w n  ody about hdf as 
much as it did during the 1950s and 1960s. 
The fm is that, even with the most sophisticated corn- and a vast array of 

egrlations, we economists are exceedl'ingly poor at pre&&g. With rwo excep 
cion., I ~ w o d d  only commend commodity price mumre as an area for concerted 
mdy in the heroisphere-commodify by commodity. The rwo acepdom in 
which m m r e  immediate concerted aceion b a d  on a hemispheric consensus wodd 
be d 1 1 l  are with respect to od and the physical en~runenr .  

With respect m oil and oil substitutes, the lead rimes for i n m e n t  are so long 
that an attemadvr to a f m a u ~ d  (or rcembbhed) producer's cane1 should be 
wplo~cl; that is, the bringing together of producers and consumers to agree on 
long-term stable, or slowly changing prices, su%q:imt to generate g for tRe 
replacenlent of oil reserves (or incre&d capacity in oil substitutes). But prices 
should 1:mt bmc so hgh as to produce zke p ~ a q c e  and cody osc114a~opzs we have 
experierlced since 1 9'1 8, which have proved damaging to oil 
importers d i e .  

Wkh r e s p a  to the physical environment, it is time for a concerted k&&3fl 

throu@.~uut rhe hemisphere-Nod and South-to check anJ roll back goss 
a w k ~ ~ ~ n e n t d  degradation. This is p r h d y ?  of course, a each nation. 
But the governments would each be strengehened by unde national pro- 
grms of this kind if tiheir adon was pan of a hemkphcrewide enterprise. Some 
of the tasks are inherently internationd, and i n v i e n t  support from the World 
Bank, the IDB, and U.S. aid program would be appropriate. 

THE IPJESCAPABLE RBPONSIBILITY 
OF THE WITED STKf ES 

In internend affairs it is genetally unpmfiiibIe to spend much time allocating 
blame for how one has gotten into a mas, if the cornme2 objecdve is to get out of 
it as soo13 as possible. In any case, there is usudy an ample supply of blame to be 
shared, as is the care with the current deb% problem in the hemisphere. 

But it k a cr i t idy important faa &st the United Sates has conducted an 
economic policy since 1979-prharily for domestic reasons-that has @y 
compLicnred the deve1opmmt tasks of Latin America. SpesZcdy, it has kept real 
interest .rates higher than they should haw been, slowed down the growth rate in 



the world economy, generated enormous fiscal and balance-of-paymem d&ds 
frhe lam resulting from a grossly ovedued dollar), and it has stimulated, despite 
a conhued Bow of free trade rhetoric, important protectionist barriers. 

Thae has aka been, of murse, the mg~&cted impact of U.S. domestic eco- 
nomic policy on the dollar, which has constituted a significant countervailing 
subsidy a, exporn from certain hth Amekcaun cotm&es-for emnpIe7 Brad- 
to the United Swzes. 

Right now the U.S., with some cwpempion within the OECD, is seek'mg to 
c6fmcx dKse cody &~nions. Ewvone w d d  like what .k d e d  a "sofr h d -  
kg;" that is, gradual reducttons in the U.S. fiscal detidt, rhe t d e  deficit, the 
oved bdance-of-payments defcit, interest rates, and the d u e  of the dollar-all 
m n d u d  in an environment of low inflation rates, an c~pmding U.S. economy, 
and liberalized trade. The resdt would be an easing of Latin America's debt 
burdens by lowered mxcrest o*es and expanded arpom. Such a soft landing is not 
impossibfc to envisage. But, ifit is to be sound, it must begin wirh a determination 
among the people of the United States to pay our way at home, m pay our way 
abroad, md to meet our responsibaities a, the world economy. We have done 
none of these thing since 1979. And no hmre hemispheric partnership will be 
worth a damn unless rhe American politid system faces up m these basic tasks. 

OUR COMMON WSPONSBItETH~ 2'0 THE 

I turn now u, the fifth item on my proposed hemispheric agenda: cuncened, 
p&ent, longrun assistance to rhe weaker economies in the hemisphere. it is one 
rhing m ceate a partnership rhat will accelerate the movement of lath American 
countries through thc drive toward rechnolc@d maturity; it is quite a di f fe~nt  
kind of task to see what can be done to assist a cowry such as Haiti in its 
fnwased e80rts at modemizarion, or to design longterm policies that would 
permit the Caribbean islands or the s m d  countries of C e d  America to esxab 
&sh ishvisble roles in the regional md world emnornies. These are dificuit prob1ems. 
if hey were easy, they would have long since been solved. Moreover, each one has 
unique features that must be &en into account. But the more advianced countries 
of Latin America, with their bard-won experience, can contribute a great deal 
m a d  solving these problems. As more and more d d ~ p i n g  countries move 
&rough take-off and beyond, they should join in the &'opt to bring forward those 
who face specid dficdties of one kind or another. In &at reaching back, the 
more advanced Latin American countries hme an oppofnnnity to shaw the way. 

THE HEMISPHEWC TASK IN A URGER PEmP 

Let me d u d e  by witching from the role of a former public smt, mom- 
mending an operational five-point policy for the funrre, to thc perspective of the 
academic historian and economist I am pleased, in fact, to be. 



K one pulls back h e  omera and tries to put in perspective rhe extwrdhary 
srory of our hanisphue since the Napoleonic Wars broke the badt of colonialism 
in America, wha do we see? h Latin America, we see h o s t  two centuries 
of effort by the countries that emerged from c o l o a m  to modernize their 
sod& in ways cons'mmt with their complex cultural inheritances. Along the 
way, we see an array of social and political pmbkms thar had to be solved- 
dBeperit in each country bur d y  dficu]it and slow to resolve. The existence of 
thae overriding, noneso problems posrponed rhe corning of modern indus- 
t ion. For most of America, in fan, the dmff began only 50 years 
ago, in the 19 30s-abut a century after the take-off of the United Sratg. We 
were $1 a u r a  of the urgency of the debt situation and other w e n t  problem, 
which have s10wd the momentum of Lati111 American p r o p .  But, looking 
back to rhe 1930r, Latin American economic and social progress has been ex- 
traordinary; and looking ahead. I, at leas, do not doubt that in both tech- 
nological vimrosiry and i n m e  per capira Lark America, &en as a whole, 
wiU continue ro namw the gap with the advanced industrid regions ofthe world 
t?CQnOBly. 

I believe that within our hemisphere, as well as in the Pacific Basin, it will 
@udy k o m e  dear &at our great common task over the next halfcenntty will 
be m make the mutual adjustments required to permit Iatecomers to modern 
economic p w &  to mow toward economic and technological parity with the 
earl y-cornen. 

Oddly enough, the man who a d d d  himself most directly to that process of 
adjuament was that great Scomnan David Hume, who is c e d y  among rhose 
who can legitimately lay ddaim to being the fim modern economist. Wridng in 
1758, he posed this question: What would happm m the more advanced coun- 
cries Of his day as their example set in motion a "fermentation" (as he called it) in 
the less advanced, and they too acquired the advantags of trade and skills in the 
"rnahanid a m ?  

S p h g  in Japm about a year ago, I proposed that the correct doarine for the 
Padfc Barin in the next century was incorporated in Hume's response to that 
question: 

WIrere an open cornrnunicattion is preserved among nations, it is impossible but the 
domesic Enduss~ of every one must retxhe an increase fmm the imp01 ements of others. 
. . . Nor needs any state entertain apprehensions, thar &eir neqghbou., wilI i m p m  to 
sudh a degree in wery an and manufacture, as to have rn demand from them. Nature, by 
giving a diversity of geniuses, climates, and sods, to differem nations, has secu~d their 
mutual intercourse and commerce, as long as they d remain industrious and civdkxd.6 

I would s u e  &at we, roo, in this hemisphere should work to preserve a 
syscem of &open csmrntmicatid in a community of "indwfious and civilize8 
nations. That, in the end, was the spirit John Kennedy brought to the Alliance for 
P m p s  in 196 1 ; and it should suffuse the new phase of parmeship our besap- 
able interdependence and abiding common interests now require. 
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