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PREFACE
For Chinese Edition of
The Economic History of Latin
America Since Independence

Victor Bulmer-Thomas

As Latin America completes nearly two centuries of indepen-
dence from colonial rule, neutral observers are forced to conclude
that it is still far from achieving the objectives set out by Simon Boli-
var and the other Liberators at the beginning of the 19th century.
While the region has been transformed in many respects, the gap
between living standards in Latin America and the advanced capital-
ist economies remains stubbornly large. Indeed, a recent strdy sug-
gests that Gross Domestic Product (GDP) per head in Latin Ameri-
ca as a percentage of GDP per head in the United States was almost
exactly the same in 1995 (12.8%) as in 1900.

Optimists will not be unduly depressed by this, arguing that
the new paradigm adopted by Latin America since the 1980s debt
crisis offers an escape from poverty and economic backwardness that
was not available to previous generations. There is some truth in
this, since the market-friendly policies and export-led growth
strategies now in place in all republics are helping to remove many of
the obstacles to economic development erected during the long phase
of inward-looking growth based on import-substituting industrialisa-
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tion.

We must always remember, however, that the new paradigm
is not so exceptional in terms of Latin America’s economic history.
Before the 1930s depression, Latin American economies were a-
mong the most open in the world in terms of the ratio of foreign
trade to GDP, exposure to foreign capital and integration into the
world capitalist system. This earlier paradigm did not resolve Latin
America’s economic weaknesses inherited from the colonial period,
although it did come close in the cases of Argentina, Chile and U-
ruguay.

Thus, the adoption of a new paradigm is no guarantee of suc-
cess in the competition to raise living standards. Furthermore,
Latin America embarks on its new adventure in the context of a new
world order marked above all by globalisation. This fashionable
word describes somewhat inadequately the qualitative shift in inter-
national capital flows as a result of capital account liberalisation in
many countries. It represents a new phase in the world economic
system that ties countries closer to together than ever before.

The linking of the world’s economies through trade, capital
flows and labour migration can bring substantial benefits. One has
only to consider the transformation of peripheral economies such as
Singapore, the Bahamas and Portugal in recent decades. Yet there
is a darker side to globalisation represented by contagion: a drop in
econortnic activity in one country can now be passed with greater
speed and more damage to other parts of the world. The defences
employed by national economies in the past to protect themselves
from economic contagion are no longer effective.

This has been -demonstrated dramatically in the case of the
— vl J—



Asian financial crisis. Although it is often assumed to have begun
with the devaluation of the baht in Thailand, its origins can be
traced to the weakness of the Japanese economy in the last decade.
This is the source of the contagion that spread in 1997 to many parts
of Asia, in 1998 to Russia and which has been threatening many
parts of Latin Ameuica National economies, with a few exceptions,
are powerless to defend themselves against this new threat to eco-
nomic prosperity. The solution must be international, but the
world’s financial and governmental institutions are not yet equipped
adequately to handle this kind of crisis. A process of learning-by-do-
ing is now under way and the success of the new paradigm in Latin
America will be determined in part by the international response to
the threat of contagion.

This does not mean there is nothing that Latin American coun-
tries can do. Although success cannot be guaranteed, failure seems
certain if the new paradigm is not underpinned by the right institu-
tions, policies and practices. In this respect, Latin America has
achieved a great deal, as the defeat of inflation in many countries

"demonstrates. Yet the gains of the last two decades will be lost if

the economic and political changes are not accompanied by a cultural
transformation, in which the state forms a new link with society
based on transparency, accountability and fairness. No-one can
have confidence in the future if the top decile (the richest ten per
cent of the population) continues to capture nearly half of any in-
crease in GDP while the bottom decile is left with less than one per
cent.

In this respect, Latin America has much to learn from the
lessons.of its own economic history. Much has changed in the last
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two centuries, but much has remained the same. The predomi-
nantly rural economy of the early 19th century has been replaced by
a mainly urban economy at the end of the 20th century, but the e-
conomic power structure in both rural and urban areas is not so dif-
ferent. The primary products that once provided Latin America’s
links with the outside world have in many cases given way to manu-
factured goods and services , but vulnerability to world market fluc-
tuations remains the same. Educational and electoral systems have
been transformed, but the elites have retained the capacity to per-
petuate themselves. No serious student of Latin America can afford
to ignore these two sides of the same coin.

In this book, I outline Latin America’s economic history over
the last two centuries from the end of colonial rule to the establish-
ment of the new paradigm at the beginning of the 1990s. It is a sto-
ry of failure, not of success, despite the enormous changes that
have taken place. Yet it is important to understand the reasons for
this failure if the next fifty years is to yield a better outcome. Too
often, governments and policy-makers assume they need only study
successful models in order to learn the right lessons for the future,
but no country will make progress unless it understands its own his-
tory and the reasons for its own backwardness. For the Chinese
reader, familiar with the transformation of their own country in the

last fifty years, I hope there will be much of interest.
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