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Carlos Magariños / Director-General of UNIDO

MACROECONOMIC
OMISSIONS

by Laura Carrillo
The absence of institutional policies,
such as policies on education, health
and the legal system, has meant that
macroeconomic reforms in the last
few years have remained incomplete
in Latin America and that inequali-
ty has been heightened, said Carlos
Magariños, Director-General of the
United Nations Industrial
Development Organization
(UNIDO).
"Policies aimed at stabilizing the
economy through minor regulations,
privatization, trade agreements and
cost-cutting have helped to increase
productivity in the countries that
have implemented them, including
Mexico," he stated.
However, the economist said that,
they had not been completed and, as
far as institutional reforms were con-
cerned, the problem was that there
was no set of instruments that could
be recommended for developing
countries.
"For example, the legal system poses
a very difficult problem, but there is
no general rule that can be followed
to the letter to solve the problem, as
there was to control inflation," he
emphasized.
"Institutional reforms have to be
seen in the context of the culture and
history of each country. Introducing
a reform in the educational system
is not the same in Asia, Africa or
Latin America," he added.

Asked about the Mexican experience
with regard to industrial policy
based on trade openness and, to a
lesser extent, industrial development
activities, Magariños said that it was
still possible to implement an indus-
trial policy.
"But the concept needs to be mod-
ernized and adapted it to new con-
ditions. The industrial policy of the
1970s and 1980s, which basically
involved subsidies, soft credit and
increasing tariffs, is no longer avail-
able today."
"This industrial policy, which was
useful for some countries, is no
longer applicable in the light of
international agreements and the
integration of financial and com-
mercial markets," he stressed.
The only certainty is that industrial
policy today has to be oriented
towards increasing productivity
through technological innovation.
"But what is needed now is to stim-
ulate innovation that fosters devel-
opment, and not simply create
additional risks," he added.
He recalled that, in recent years, the
debate on economic policy had
focused on a few topics, such as
inflation, the trade openness and for-
eign investment, but other topics,
such as equity, had been ignored.
"At this point, no one should be say-
ing that it is good to grow with a
closed economy that relies heavily
on tariffs and has high inflation.

These are aspects that simply have
to be taken for granted. To discuss
these matters is to play into the
hands of those who do not want to
speak of other considerations, such
as productivity or equity," he said.
He stressed that poverty existed in
most countries, even in those with
successful economies. Added to that
was the growing gap in income
between poor and rich countries.
"As long as there are poor countries
and underdeveloped nations, infinite
progress is unthinkable. Impossible.
The concept of infinite progress
based on inequality between coun-
tries, was disproved on 11
September," he commented.
Since 11 September, no new eco-
nomic model had emerged; rather,
there had been a change in ideas
about national security.
"Previously, national security had
been a problem solved by large and
well-equipped armies and with tech-
nology used for arms development.
"Since 11 September, national secu-
rity policies should also include a
development strategy for less
advanced countries, because there is
no way that the scourge of terrorism
can be avoided if its causes-margin-
alization, underdevelopment and
poverty-are not combated," he con-
cluded.
As long as there are poor countries
and underdeveloped nations, infinite
progress is unthinkable ...."
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