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

The 19th 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  The industrial revolution, wherever it went globally, challenged outdated productivity and brought forth capitalist production rules, market forces and humanistic ideologies.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 usury, 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 1,145 U.S. dollars, only trailing Great Britain (1,512 USD) and France (1,590 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 20th 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%). 

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 modernization 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 31st member of “the club of wealthy nations”.  In November, the International Monetary Fund (IMF) predicted that Chile’s GDP per capita will surpass 12,000 USD in 2012, making it the first in the LAC countries to jump 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 200th 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 modernization 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 well-beings.  Without these provisions as developed, populist politics would not just 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 and alternations between extremist advocacies.
· 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 Sebastián Piñera 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 Chávez Frías 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, Chávez Frías 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 the league of oppositions continues to grow and enlarge.

 Political legacies of the predecessors are the outmost reasons for the ruling-party candidates to eventually win their respective elections in Columbia and Brazil.  In agreement with what the CEPAL said, Presidents Juan Manuel Santos and Dilma Rousseff will continue major socio-economic strategies which made the previous governments a success.  Nevertheless, they might turn for, sooner or later, minor policy readjustments during their presidencies. Columbia faces such a series of political and social challenges left by prolonged civil warfare that Manuel Santos has to work out new political, economic and diplomatic solutions.  As the first woman president in the Brazilian history, Dilma Rousseff has to prove herself by policy efforts parallel to the nation’s emergence regionally and globally today.  Meanwhile, she has to remain highly vigilant and responsive to the possible rise of opposition coalitions though the latter is yet able to hunt for a congressional majority.   
Generally, the LAC political developments in 2010 are stable and normal despite temporary tension or turmoil in a few countries like Argentina, Ecuador, etc. Encouraging signs outnumber negative events when political participation becomes better representative and diverse in the region, particularly with increased minority involvement and women elected as heads of state.
Throughout 2010, the LAC economy kept a strong momentum that had derived from the recovery in the last quarter of 2009.  It is a consequence of the right anti-crisis measures adopted by most LAC governments, in addition to the gradual restoration of global economy in the mean time.  In the perspective of the ILAS analysts, the 2010 LAC performance displays the following features—
· Large economies, particularly in South America, helped stimulate the vigorous boom of the region.  Brazil registered a record-high growth over the recent three decades.  Its contribution to the entire LAC economy grew remarkably as well.  In contrast, however, Central American and the Caribbean economies remained sluggish.
· External trade had a complete rise, with a growth greater in imports than exports.  The commodity and service trade surplus declined in a significant way.
· The fiscal-conditions of nations tend to improve which are evidenced by the drop of fiscal deficits in 19 major LAC economies from 1.1% (2009) to 0.6 % (2010).  For the entire region, whether this good tendency sustains remains uncertain because the prior-crisis financial balance (or surplus) is unlikely to yield to the date.
Another ambivalent development is inflation and overheat that began to affect most LAC economies in 2010.  Analysts foresee the LAC economic growth rate will slacken in 2011, as a consequence of official safeguarding measures to come.  Further, reluctant recovery of some trade partners in the world might aggravate trade conditions and vulnerabilities for the LAC nations.
All variables of social developments in the LAC countries indicate a positive trend, which is also closely relate to recovery and growth of the economic sector in 2010.  Poverty degrees went downwards continuously, approaching or even getting below the ones before 2008 when the world crises broke out.  Most LAC countries had a substantial improvement in income distributions while labor force sector underwent a paradoxical development.  Employment rates went upward, but the average salaries were reduced.  There are many challenging issues still unsolved.  Amongst the news-headlined ones as usual as in many LAC nations, order and public security returned to the top concern in 2010, beside corruptions, natural disasters, extreme-weather accidents, etc.
Referring to external relations in 2010, it is quite certain to find that the LAC nations adopted flexible policies to meet the general tendency of a globe-wise reconfiguration of powers and relationships.  Pragmatism and regionalism became predominant doctrines in a growing number of LAC countries’ policy mindsets, particularly with the U.S. role declined in such bilateral fields as economic engagements, foreign aids, political support, etc.  The LAC members, therefore, advanced in a fairly forceful way to promote inter- and intra-regional collaborations, and their efforts were translated into specific diplomacy toward EU, Russia, Asia-Pacific, the Middle East, Africa, etc.  A multi-faceted architecture of the LAC external relations is settling into shape.
The last but not the least, the yellow-book of 2010 makes a systematic review of specific nations as before.  Among dozens of state analyses, Cuba, Venezuela and Mexico are worth reading in particular.  Economic reforms in Cuba reemerged above the horizon in 2010.  On service and commodity sectors, the government again advocated a privatization process by favorable policies including bank loans, raw-material supplies, etc.  Raúl Modesto Castro Ruz also mapped out a bold staff reduction plan, which required the state-owned institutions and firms to accomplish a cut-down by 1 million personnel (20 % of the current state employees) in the forthcoming three years.  More significant is that 0.5 million have to be moved out by March, 2011.  In light of such ambitious reformist agenda, many centrally-planned measures (i.e. sector subsidies, food rations, dual currency rates, state management of agricultural products, etc.) are considered to be abolished.  As stated recently by the Cuban leaders, the 6th Congress of the Communist Party, that is due to convene in April, 2011, will formally inaugurate all policies to “update the economic paradigm”.

 In a sharp contrast, Caracas still turned its back to market forces and made great strikes to enhance nationalization and central-planning in 2010.  First, the government merged a group of key enterprises; second, the state depreciated its currency by 50% and stepped backward to the fixed single-currency exchange regime from the dual-track one that came into force not long ago.  Under such strict control, foreign reserve may get improved, but firms are restrained to flow out their profits; third, President Chávez Frías announced an exigency on state electric power.  In consequence, shopping and office times were shortened while processing lines of smelt and steel-making plants stopped running; fourth, the PDVSA opened the biggest sale in the last ten years on its oil-field drills, having attracted Indian, Japanese, Spanish, U.S. firms to join its ventures.  Regardless of its benign intents, Caracas faced a couple of regretful developments in the past year.  It was the most stagnated economy in the LAC regions, with -1.6 GDP growth rate and a capital account deficit of 15.5 billion U.S. dollars.  In such a macro-econ context, a slide of foreign direct investment in Venezuela seemed inevitable that worsened its balance of payment and taxation incomes.  In addition, inflation potential increased that coincided with existing deflation pressure.  Between January and October, 2010, the unemployment rate raised to 8.6 %, which was 0.8 percent higher than the same period in 2009.
Mexico impressed outside observers mainly with two events.  One is its local government elections that started in 2010 and will end up in 2011. As they were viewed as the most influential campaign rehearsal before the 2012 president election, all political parties in the country could not but involve heavily in such grass-root races.  Mexico State would be the next focal point of the contention because the PRI governor Enrigue Penia may test water for the presidential candidate and the PAN, the ruling party, would have to forge a coalition with the PRD to contain.
Deteriorated home security situation is the other matter that triggered the global note in 2010.  The Jesús Calderón administration undertook resolved actions to counter the drag-trafficking activities.  Along with numerous mafia leaders were arrested, organized crimes in Mexico were greatly undermined.  However, the crack-down campaigns met violent resistance of the underground forces.  The second half of 2010 witnessed a steady escalation of abductions, blackmails, murders etc. The general public began to question on the official strategy and capability to effectively tackle the drag-related crimes.  Apparently for the Mexican government and society, there is a long way to go before the dust settles.
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