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Précis

The year of 2010 marks the 200th anniversary of the Latin American & Caribbean
Independence Movement.

The 19® century was a century highlighted by expansion of industrial revolution
and modernization. The industrial revolution, wherever it went globally, challenged
outdated productivity and brought forth capitalist production rules, market forces and
humanistic ideologies. Against this backdrop, it also ushered in the independence
movement and modernization process in the LAC countries.

In 1804, Haiti became the first independent nation in Latin America after the slave
revolt led by Toussaint L’Ouverture. From 1810 on, peoples of the various South
American colonies began their respective revolutions in succession. For more than a
decade, the Spanish or Portuguese colonial rules for three centuries in this subcontinent
came to an end, leaving behind a cadre of newly-established republics ( with the
exception of Brazil).

After freeing themselves from the colonist control and wusury, the post-
independence LAC economies experienced significant gains. From 1870s to 1950s, the
average GDP (annual or per capita) growth rate of the LAC region was consistently
greater than Great Britain, France, Germany and other Western Europe powers. In
1962, Argentina’s GDP per capita reached 1145 U. S. dollars, only trailing Great
Britain (1512 USD) and France (1590 USD) while significantly outpaced Italy (990
USD), Japan (634 USD) and former Latin America colonial powers Spain (519
USD) and Portugal (407 USD).

However, Latin American countries were unable to continue advancing on the
path of modernization. Since the middle of the 20" century, the LAC contribution to
the world’s total GDP stayed constant at 7. 8% for over 50 years. In August 2010, the
World Bank classified 213 economies around the globe according to gross national
income ( GNI) per capita. Haiti, the frontrunner of the LAC independence
movement, still remained a “low income” country. Of the “middle income” nations,
the LAC region is home to 26 ~9 “lower middle income” nations (16.1% ) and 17

“upper middle income” nations (35% ).

008



Précis (j

S AR Mmm&g

For a long time, people began to take notice of these countries’ tendency to hover
around the same income level while unable to progress upwardly and view this
phenomenon as a prime example of the “middle income trap” described in economic
theories. Through comparative studies, a number of European, American and Latin
American scholars discovered a parallel between this concept and the LAC “fixed”
contribution to the world’s total GDP in the same period, thus concluding that the
region exhibited low correlation to the second wave of modernization and lost out on
opportunities to continually boost the competitiveness of its nations. Some scholars
employed composite indicators of modernization, such as innovative index, effective and
efficient labor, effective and quality investment, advanced R &D, and per capita capital
and skills to manifest the lack of information-based, knowledge-based and ecological-
friendly transformations in the LAC economies. Such shortcomings account for the
LAC difficulties in getting out of the “middle income trap.”

Others, who attempt to take a far-remote perspective by tracing the history and
institutional origins, contend that the LAC modernity differentiates itself, more in
substance than on surface, from the European and American ones. The feudalistic forces
had hindered a steady capitalist development in the LAC colonies. In consequence, the
pro-independence revolts proved to be too premature to provide an adequate institutional
groundwork for the follow-up modernizations. Despite embarking on the right track of
modemization sooner or later, economic structures in the newly-independent nations
remained intact in both rural and urban areas whereas aristocrats retained their inherited
interest and power as before. ‘Such modernity was only a veneer. It added a cosmetic
touch to tenacious institutions while failing to effect the changes implied by the concept’ .
Along with the transplantation of material modernity, only the elites of the higher-middle
class and above witnessed an evident improvement in their living conditions and fortunes.
For the average public, there was no drastic change in wealth and life-standards due to the
delay of social reforms. General poverty, from then onwards, provoked repeated social-
economic chaos and stagnated the LAC economies. Students of the LAC modernization
label the history as ‘a devastation of development’ .

Having made such reviews, then people would be less confident in the LAC luck to
avoid institutional dilemma. Can they no longer struggle in vain? In January 2010, Chile
reached an agreement with the Organization of Economic Cooperation & Development
(OECD) to formally become its 31 member of “the club of wealthy nations 7. In
November, the International Monetary Fund (IMF) predicted that Chile’s GDP per
capita will surpass 12000 USD in 2012, making it the first in the LAC countries to jump
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out of the “middle income trap” over the past 41 years. It is because of this notable
development that the ILAS “Latin American and Caribbean Development Report” of
2010 —2011 selects Chile as its the keynote analysis, on the occasion to commemorate the
200™ anniversary of the LAC independence campaigns. With the Chilean showcase of a
stable and comprehensive transition in the last 20 years, the authors tend to spell out its
general significance for the future modemization process in the LAC region.

In many LAC countries’ path to modernization, authoritarianism and populism co-
exist either as two poles of political philosophies, or as opposing institutional
alternatives, which have led reformist advocacies swing back and forth and produced an
unfortunate distortion—from short-term revivals to long-term political, economic and
social disorders. In Chile’s case, under the populist framework from 1961 to 1973, the
government did not undertake effective and appropriate market economy policy. In
particular, the period when Salvador Allende Gossens was in power pushed the populist
ideologies to an extreme-state—controlled enterprises numbered over 400, registering
80% of the nation’s industrial output and 60% of its total GDP. Investment in
welfares, such as public sanitation, housing, social security, family aids, increased
dramatically year over year. The Chilean economy was on the verge of collapsing as
production, wage, price relations became increasingly skewed, cost of living and
inflation skyrocketed and the currency depreciated roughly 300% . In 1973, the Chilean
military coup overthrew the socialist, pro-nationalization government. In the
subsequent 17 years, the military rule re-embarked on the privatization track, reviving
market mechanism and economic freedom. Chile’s rapid growth in the mid —1980s laid
a solid socio-economic foundation for its political liberalization and civil society-building
later on. In sum, the authors of the keynote report in this yellow-book contend for the
major lessons that Chile obtained as follows—

® For developing countries, authoritarian rule may provide favorable opportunities
for economic reform. Such a concurrence of political totalitarianism and robust
economic growth could even become a long-term remedy of self-oriented governance,
just as argued by the former German Chancellor Helmut Schimidt in September, 2003
that “among the developing countries, only those will be the winners who are governed
by economically enlightened governments that, at the same time, are governed in a
strictly authoritarian way. ”

® The order of the reform priorities matters after all. The Chilean case warrants
political stability as a top conditionality for systemic economic reforms. Political

democracy has to be secondary to societal cultivations stemming from the grown public
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well-beings. Without these provisions as developed, populist politics would not Jjust
devastate the achieved reforms, but mislead the public to a * worse’ preference that
protects inefficient institutions.

® In form of successive coalition governments, the Chilean partisan tradition shifts
from denial to concession. No single incumbent force in the recent two decades wan
able to make an overcorrection of the previous policies, thus ensuring the reformist
momentum set forth by the military rule. As a result, Chile has had a remarkable and
sustained growth and avoided policy discontinuity.

® Thanks to the prevailing principle of “forgiving and forgetting” proclaimed by
successive civil governments, a consolidated and tolerant society has grown up and lived
through short-term political divisions in Chile. Under a relaxed circumstance, social
and political tensions are alleviated to a considerable degree. Rule of law comes into
effect as the state intensifies efforts to protect civil rights, individual freedom and to
tackle down corruptions.

® Consecutive institution-building entails a well-framed and mature market
economy and democratic political system in Chile. As such systemic spillovers turn out
in a steady order and high quality, the socio-economic governability also increases
accordingly. The Chilean way of realizing good governance is worthwhile for the rest
developing countries to refer to albeit its limitations are inevitable.

Relevant to the keynote part, the yellow-book also provides a highlight report of
electoral politics in 4 South American nations. It first covers the success by the right-
wing candidate Sebastidn Pifiera who outweighed the rest rivals in January, 2010.
‘While breaking the 20 —year record of incumbency by the leftists, he also sets a record
as the first conservative politician in the past 52 years to become the Chilean president
through public bailouts. His victory also underscores the nation’s maturity in
democracy, as being pointed out by the theme report authors, that is based upon a
cross-party and publicly-acknowledged consensus about nation-building. Landmarks of
ideologies become vague and obscure. Therefore, the outcomes of presidential
campaigns are finally decided by distinctive policy claims and personal charisma.

However, President Hugo Rafael Chdvez Frias of Venezuela met the ever-serious
challenge in the National Congress election in Fall, 2010. Although still maintaining a
high popularity in his people as he did during the last 12 years, Chdavez Frias might have
come to know the limits of personal charisma-a united opposition force defeated his
ruling party and became more legally capable to restrain the administration’s future

executives. Things would go even worse in the forthcoming general election of 2012 if
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