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Preface

For almost a decade, the United Nations Development Program (UNDP) and the
Economic Commission for Latin America and the Caribbean of the United
Nations (UN-ECLAC) have coordinated a number of comparative studies on the
macroeconomic performance, poverty and inequality in Latin America and the
Caribbean. Poverty reduction is high on the international development agenda,
but still we know relatively little about what determines poverty in the region and
how economic reform policies impact on human well-being and income distribu-
tion. One thing is clear though, namely, that the effectiveness of particular types
of policies may vary greatly from country to country. In this vein, UNDP and
UN-ECLAC have joined forces once more to study the impact of economic policies
on poverty and inequality through a comparative analysis of a large number of
countries from the region.

A common starting point is that across the region exports have become the
engine of growth following a decade of so-called structural adjustment policies in
the 1980s and even more drastic policy reforms during the 1990s. During the
1980s the countries used mainly macroeconomic instruments to steer the econ-
omy towards better export performance, such as through exchange rate policies
and fiscal adjustment. From the late 1980s onwards, most countries engaged in
deeper, microeconomic reforms, including rapid and drastic trade liberalization,
financial liberalization, capital account opening, privatizations, labour market
deregulation and tax reforms, among other things. The expectation that this would
yield higher, more stable and sustainable growth has not been met, however.
Growth has indeed become more reliant on exports and thus on world markets,
but it has remained highly volatile. Also, the expected beneficial impact on
poverty reduction has not been very visible (or not at all) in most countries of the
region. The trends are not uniform though in all countries of the region, even
though on the face of it they all implemented similar reforms with similar timing.

So why, unlike what seems to have occurred in East Asia, has export-led
growth promoted through trade liberalization not provided the expected welfare
and poverty reduction gains for Latin America? Why do outcomes vary so much
across country experiences? To find answers to these questions, UNDP and
UN-ECLAC joined forces with two prestigious international research institutions,
the International Food Policy Research Institute (IFPRI) in Washington, DC, and



Preface  xxi

the Institute of Social Studies (ISS) in The Hague. The present study provides
some answers, specifically as to the impact of trade liberalization and other export
promotion policies on growth, employment, inequality and poverty in 16 coun-
tries of the region during the 1990s. On the basis of country comparative analysis,
the study yields both lessons for the region at large and specific policy recom-
mendations for the various country cases.

In order to obtain answers as close as possible to country realities, the project
conducted the investigation in collaboration with teams of local experts. Combining
country expert knowledge with a common, rigorous modelling methodology to iso-
late the effects of policy reforms on poverty has been the approach to ensure a high
degree of realism in the analysis and maximum comparability. Without the input of
the country experts, many appearing as chapter authors in this volume, this under-
taking would not have been possible. The investigation took place over a period of
two years, during which four workshops were held at which the research method-
ology was agreed and refined and intermediate results were discussed and com-
pared. UNDP country offices in Nicaragua, Dominican Republic and Argentina
offered invaluable support in making these events happen.

The editors of this volume received invaluable research support and backstop-
ping in the application of the general equilibrium models in each of the countries
from Valeria Pifieiro, Research Fellow at IFPRI. Niek de Jong of ISS gave impor-
tant inputs into the methodology and application of the microsimulation method
in several countries. Francisco Ferreira of the World Bank participated in the final
project meeting in Buenos Aires and gave very useful comments and suggestions
for the interpretation of the findings of the study. Edgar Pardo, New School for
Social Research, New York, gave valuable research assistance in the analysis of
Chapter 3 and Sandra van Ginhoven and Leandro Serino (at ISS) did the same for
the core statistical data comprised in Chapter 2.

Kathy Ogle translated half of the chapters from the original Spanish to English
and Admasu Shiferaw of ISS provided helpful assistance in the final editing of the
English manuscript. The Ford Foundation generously financed various work-
shops. Manuel Montes from the New York office of the Ford Foundation accom-
panied the research team throughout this project.

The authors are most grateful to the hosting agencies, UNDP, UN-ECLAC,
IFPRI and ISS. They provided all the institutional support required, while leav-
ing all the intellectual freedom needed to conduct this research on issues so
central to the well-being of the populations in the countries of the region, but
which are also controversial. It goes without saying that the opinions expressed
in this volume are exclusively those of the authors.

Rob Vos

Enrique Ganuza

Samuel Morley

Sherman Robinson
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May 2005
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