Chapter 7

Latin America: a region of shared loyalties
and persistent dependencies

A. G. Aguilar and B. Graizbord'

INTRODUCTION

The concept of globalization is generally associated with the ease with which
goods, capital and information cross international boundaries, leading to an
integration of economies around the world (Cyr, 2001; Allen and Thompson,
1997). Factors such as the increasing integration of the global economic
space, the effect of the demographic transition on the economic environment
in the developed world, and pressure on communitics to survive in the devel-
oping world, combined with an increase in the mobility of people in many
parts of the world while others lag behind, have caused significant changes in
the flows of capital and labour over the past threc decades at national, re-
gional and international scales.

A new international division of labour was established where labour-
intensive production processes were moved from high labour cost core arcas
to low-wage countries with quality labour and good infrastructure (Frébel et
al., 1981). The global division of labour has now entered a new phase of tran-
sition, the dispersion of production processes to what Wallerstein (1974) calls
semi-peripheral areas, causing the replication of core labour markets in such
peripheral regions. Although some of the economies in Latin America have
only entered the global economic arena very recently, they are becoming
more open and should be influenced more directly by global trends in the
future. Despite these changes, some still belicve that large parts of the global
periphery have been, and are still being disadvantaged by the process of
globalization and the policies of international funding organizations (Amin,

' The authors want to acknowledge the collaboration of Josefina Herndndez and Cesar
Montenegro in the compilation of tables and figures.

225




226 Global Regionalization

2001), such as the World Bank (WB) and the International Monetary Fund
(IMF).

It is the aim of this chapter to analyse development trends in Latin Amer-
ica over the past few decades in the context of an open free world market.
The analysis focuses on the broad changes in urbanization, migration and
economic flows between the core and peripheral areas inside and between
Latin America and the global regions of the world over the past three dec-
ades. In short: the opening of the national economies to foreign trade and
investment, and the irruption of global forces in terms of the new interna-
tional division of labour (Frobel, et al., 1981), have changed core-periphery
relations within and between regions of the world and reflect, among others,
the process of ‘differential urbanization’ (Geyer, 2002). The emphasis will be
on social, economic and political factors that are currently causing certain
regions to lag behind, while at the same time emphasizing the region’s con-
nectedness to the rest of the world.

In the chapter we start off with a bricf historical description of the region.
Next, we delimit our study arca by looking at its inter-regional connectedness
in a global context. We use export and import figures of selected countries to
and from other regions of the world to demonstrate the region’s global con-
nectedness. We then proceed by identifying our region’s main core areas in
terms of their demographic and economic importance. We look at the share
of core areas with or within the region’s commercial links with the world.
We also look at foreign direct investment (FDI) in order to demonstrate the
relative importance of receiving countries and to show the presence of trans-
national corporations (TNCs) in the region’s economy. Finally, we look at
the urbanization process and population growth, the direction of migration
flows in terms of concentrating and deconcentrating tendencies to and from
main metropolitan centres. We intend to emphasize the importance of central
or core tegions or countries and that of secondary or regional large econo-
mies viz-a-viz. smaller or peripheral areas (countries) within the Latin Ameri-
can subcontinent.

A BRIEF HISTORY OF THE REGION
THE COLONIAL PERIOD

Colonial occupation in Latin America was aimed not only at the establish-
ment of an administration but also at colonial control. Prime motives of the
Spanish and Portuguese occupation in America were to ‘civilize’ and convert
the native population, as well as to exploit the region’s natural resources as
sources of profit. Conquistadores and colonists were mostly interested in
enhancing their wealth and improving their social positions. The initial focus
was on arcas which were either densely inhabited by Indians or which pos-
sessed easily exploitable deposits of gold. Subsequently, colonists turned
their attention to economic activities which required greater investments in
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time and capital, and led to permanent settlements (Newson, 1996, p.18).
Silver and gold mining became the driving force of the colonial economy,
while agriculture developed to meet European demands for tropical crops,
but above all, to supply growing domestic markets in the towns and mining
areas.

The earliest industries were limited to the processing of agricultural and
mining products for export and to the manufacturing of food and clothes and
the construction of housing necessary to sustain the local population. As a
consequence, industrial development only occurred in a few locations such as
the sugar zone of northeast Brazil and the mines of Mexico, Upper Peru and
Minas Gerais, the ports of Veracruz, Portobello and Salvador, and the cities
in the highlands of Mexico and the Central Andes. Urban growth stimulated a
range of activities such as woodworking, lime, tile and brick making, tan-
ning, flour milling, metal-working, and clothing and footwear (Dickenson,
1996, pp.42-43).

Latin America, during the colonial period, can be divided into the core ar-

cas, where European enterprises and the native population were concentrated,
and the largely uncolonized peripheries (Newson, 1996, p.20) (sece Figure
7.1). Firstly, core areas were closely linked to towns and cities that, particu-
larly in Spanish America, were regarded as symbols of territorial possession
from which the surrounding countryside could be controlled and exploited.
Political and cultural centres were the most important urban settlements in
colonial Latin America. As the capitals of the viceroyalties which housed the
seats of archbishops, universities, convents and hospitals, Mexico City and
Lima remained the most important cities in the region throughout the colonial
period. Apart from the main cities, few other settlements developed, and
those that did were mostly mining centres such as Potosi in Peru. Other cities
that developed into important centres were the major ports on the Atlantic
coast that were used for the export for minerals and tropical products and the
import of European wares. The most important of these centres were those
that were regularly used by the Spanish fleet, such as Veracruz, Portobello
and Cartagena, and on the Pacific coast, Guayaquil, Lima/Callao and Arica
(which were used for the exporting of silver from Potosi). A striking thing is
that the major administrative and cultural centres, rather than the prominent
cconomic centres of the colonial period, are still the major centres of Spanish
America.
Because they were largely uninhabited the peripheries remained outside ef-
fective administration of the colonial powers. Two activities that did occur
there were hunting (especially in the grasslands of Argentina, southern Bra-
zil, and southern Venezuela where wild life abounded in the nineteenth cen-
tury) and mission work. Otherwise they merely served as buffer zones
against possible foreign invaders.
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Figure 7.1 Core and peripheries in the late colonial period
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POST-COLONIAL PERIOD

Most of Latin America secured its political independence before 1830 but
this did not bring an end to the region’s economic independence. In fact, the
economic dependency of countries in the region increased after independ-
ence. The composition of the colonial economic system and the international
division of labour accentuated Latin America’s role as a supplier of primary
products to Europe (and later also North America), and as a recipient of their
manufactured goods. This relationship stimulated the processing of export-
commodities and gradually led to industrial development in the region — a
process that brought ‘progress’ to the subcontinent in return for commodities
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such as temperate agricultural products, tropical crops and basic minerals
(Dickenson, 1996: 45).

A crucial element in the exploitation of Latin America was the improve-
ment of transport. In the carly post-colonial period its deficiencies tended to
perpetuate the pattern of concentration of economic activities close to the
coast, and in the principal cities such as Rio de Janeiro, Buenos Aires, Santi-
ago and Lima. The introduction of the railway, however, brought profound
changes, facilitating the opening of interior areas and resources.” Foreign
capital was also significant in improving ports and shipping, providing urban
services such as transport and clectricity, and direct investment in mining and
some industries. These developments facilitated Latin America’s role as a
supplier of primary products, to such an extent that by 1914 this region was a
major supplicr of sugar, cercals, coffee, cacao, livestock products, rubber,
fertilizers and minerals such as tin and copper in the world.

These activities speeded up urbanization in the region. By 1870, Mexico
City, Havana, Buenos Aires and Rio de Janeiro all had more than 200,000
inhabitants each. Lima, Montevideo, Recife, Salvador and Santiago, had
more than 100,000 inhabitants. Port cities such as Guayaquil and Valparaiso
also expanded significantly. Basic needs of the inhabitants were met by in-
dustries producing food, beer, cigarettes, leather goods, wood products, cloth-
ing and footwear.

It was during the late nineteenth and carly twenticeth century that the sub-
continent became firmly enmeshed into the world economy. The inflow of
foreign capital and the expansion of markets, transport systems, technological
capabilitics and communication networks played a significant role in this.
The export of commodities increased, but so did the import of foreign goods
and services. By 1913 Latin America accounted for 10 per cent of Britain's
foreign trade and 20 per cent of its investment. Investment only occurred in
certain sectors and countries, however. For example, around 1900, 75 per
cent of British investment occurred in Argentina, Brazil and Mexico, and a
further 18 per cent in Chile, Cuba and Peru, mainly in the form of govern-
ment loans, carmarked for the building of railway lines and public utilities.
Eighty per cent of American investment occurred in Mexico and Cuba,
mainly in railway building and in the precious metal and sugar industry
(Dickenson, 1996, p.51) (see Figures 7.2 and 7.3).

THE TWENTIETH CENTURY
The Great Depression played a major role in stimulating industrial develop-

2 The first significant railway development took place in Cuba in 1837; the comple-
tion of other railways, for example, the Santos-Sao Paulo (1868), Veracruz-Mexico
City (1873) and Mollendo-Puno (1877), were of major significance for resource ex-
ploitation and development (Dickenson, 1996: 46).
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Figure 7.2 Principal cities by 1900
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ment. The crisis clearly revealed the vulnerability of the region and its ex-
port-dependency and made the case for economic diversification and greater
self-sufficiency through the expansion of the manufacturing sector. This
prompted moves towards import substitution industrialization (IST). In the
process, countries in Latin America changed from free trade to highly pro-

tected economies. This process started in the 1930s and gained momentum
during the Second World War.

By 1945 the region’s industrial base had broadened considerably, in terms
of both the range of products and the level and nature of industrialization. In
the post-1945 period, countries such as Argentina, Brazil and Mexico had
achieved a ‘take-off” leading to rapid industrial growth. These countries had
developed a fairly substantial and diverse industrial structure, with a range of
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Figure 7.3 Principal cities in 2000
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consumer durable and non-durable goods, and some heavy industry (see
Gwynne, 1996, pp.218-219). Although some countries of Latin America had
begun the process of import-substitution, industrial development was limited
to modest production of foodstuffs, clothing and building materials in others.
‘Modern’ manufacturing activities were mostly concentrated in the capital
cities and ports. Further away from these cores, the location of some export-
processing industries created industrial enclaves in rural areas and arcas with
harsh climates or environments. This pattern of concentration was destined to
become of considerable significance in terms of urban growth, patterns of
migration and regional development strategies in the post-1945 period.
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The success of inward-oriented industrialization partly depended on the
size of the national market. In large markets where competition between pro-
ducers occurred and where reasonable economics of scale could be achieved,
manufacturing industry could approach international levels of competitive-
ness. Large countrics recorded higher rates of manufacturing growth than
smaller countries, particularly from 1965 to 1973 when average growth rates
of 12 per cent in Brazil and 8 per cent in Mexico were achieved. As a propor-
tion of Latin American manufacturing production, Brazil and Mexico in-
creased their combined weight from 43 per cent in 1950 to 62 per cent in
1978. In this respect the ISI policy led to a significant increase in manufactur-
ing activities in only two Latin American countries (Gwynne, 1996, p.220). It
is worth mentioning that the inward orientation of manufacturing was rein-
forced by the reliance of many countries on minerals or fuel exports. Mineral
export-driven cconomies included two main categories, the hydrocarbon pro-
ducers (such as Venczuela, Mexico and Ecuador) and the hard minerals ex-
porters, such as Chile (copper), Bolivia (tin) and Peru (copper, zinc).

By the 1970s, the more successful manufacturing and extractive (minerals)
economies became the recipients of large international commercial bank
loans, but due to their misfortune a debt crisis developed a decade later. The
debt crisis revealed the long-term economic unsustainability of I1ST and of a
narrow range of exports. The external accounts of all countries were in seri-
ous trouble. Exports declined in value and quantity, interest payments and
loans soared, and national debt increased rapidly without any sign of how and
when that could come to an end, unless fundamental cconomic policy
changes were to occur.

RECENT CHANGES: THE OPEN ECONOMIES

Free market policics were strongly recommended by international organiza-
tions such as the International Monetary Fund (IMF), the World Bank (WB)
and the Inter-American Development Bank (IDB). The IMF particularly fa-
voured structural adjustment policies which invelved among others: macro-
economic stability, deregulation, privatization, openness to trade and a pov-
erty programme. Such policies were supposed to be more realistic at the time
of progressive internationalization of the world economy. It was precisely
those countries (Mexico and Chile) which quickly turned to free market poli-
cies that after the debt crisis in the late 1980s showed signs of rapid economic
growth, The shift to a free market economy had logical but contrasting results
in terms of sectoral development: the immediate decline of one sct of eco-
nomic sectors that was not internationally competitive and the delayed
growth of a set of sectors that was able to operate successfully in global mar-
kets meant that the shift to those neo-liberal policies involved significant
short-term difficultics such as a delayed growth of export-oriented sectors. In
fact, it took ten years after the North America Free Trade Agreement for
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Mexico, for instance, to become competitive in certain sectors in the global
market (Gwynne, 1996, p.225).

URBANIZATION AND ECONOMIC DEVELOPMENT

A persistent issue in the study of urbanization has been the question of the
degree of spatial concentration of population and economic activities follow-
ing economic development processes. But recently, in the context of global-
ization, Krugman and Livas (1996) argucd that international trade and urban
primacy arc inversely related and that the urban hierarchies of developing
countries will flatten as their economies liberalize. On the other hand, Pernia
and Quising (2003) have stated that trade and foreign direct investment (FDI)
reinforce urban primacy. Firms located in the larger metropolises, they ar-
gue, have advantages in exporting activities because the necessary infrastruc-
ture is not always available in the rest of the national urban system.

This is not a new issue, however. Patterns in the spatial distribution of
population were linked to foreign trade and have been highlighted in histori-
cal studies of the Latin American citiecs by Morse (1971). In an extensive
study, Morse and his colleagues looked at culture, the institutions that the
Latin American subcontinent inherited from Europe (mainly from the Iberian
peninsula) during the colonization period, and the formation of nation-states.
They focused on the way in which Latin American industrial metropolises
were subjected to economic and geographic forces. Morse (1971). described
extensively the development of Latin American national urban systems from
1750 to 1920 in the case of eight of the largest countries: Argentina, Brazil,
Colombia, Cuba, Chile, Mexico, Peru and Venezuela.

It is important here to recapture the most important conclusions Morse
reached in his extraordinary work: while there was no clear tendency in terms
of centrifugal and centripetal forces in the different countries, capitals such as
Santiago, Mexico City and Caracas grew at rates much above their respective
countrics’ average, contrary to Buenos Aires that experienced a slower
growth than the rest of Argentina as a whole after independence (nineteenth
century). These tendencies were related to the opening of cultivated land, the
production of export goods, the expansion of forestry, and the centralization
of national political power following the expansion of foreign trade. Another
variable favouring the acquired hegemonic role played by the national capi-
tals was the introduction of communication technology (railroads and tele-
graph networks). Generally, tendencies of high concentration of people, eco-
nomic activities and political power in the capital cities persisted, even in-
creased in the eight countries (Morse, 1971, pp.26-35). This was true for Ar-
gentina (Buenos Aires), Chile (Santiago), Cuba (Havana), Mexico (Mexico
City) and Peru (Lima). Countrics that showed a weakening of the position of
their capital citics relative to the rest of the urban system were Brazil (Sao
Paulo), Colombia (Bogota) and Venczuela (Caracas).



234 Global Regionalization

It was obvious, according to Morse (1971, pp.37, 47), that neither diffu-
sion nor economic dependency was universal. On the other hand, commercial
determinism, according to this author, was a reasonable argument to explain
Latin America’s urban development,

URBAN CONCENTRATION AND TRADE

In an outstanding pioneering study McGreevey (1973) looked at the quantita-
tive relationship between lognormality in city size distribution and trade. The
development of the urban system in the eight Latin American countries be-
tween 1750 and 1960 showed a tendency of concentration and a ‘hyper-
cephalic’ pattern. McGreevey questioned the possibility of considering inde-
pendent or autonomous systems of cities by country, as he concluded that
there was a fragmented administrative and transport network prevalent in
Latin America during the two centuries from post-colonial to the middle of
the twenticth century.

According to McGreevey (1971) export value was an explanatory variable,
National export sectors were developed as enclaves in areas far removed
from the largest citics in the countries (usually their capitals) during the pe-
riod. Examples of this phenomenon are tobacco production in Magdalena
Valley in Colombia, sugar production in Central and Eastern Cuba, and ni-
trate production in the North of Chile. However, he concluded that exports,
imports and tax revenues still mostly benefited the capital cities due to their
historical growth and development momentum between 1870 and 1920.

Before looking into the transition period of modernization prior to the new
globalization period, it is important to mention McGreevey's (1971) conclu-
sions. First, according to him, only Mexico experienced ‘excessive’ concen-
tration in its capital city by the end of the colonial period. But by the end of
the Second World War ‘hyper-cephalic’ urban systems were common in all
Latin American countries. Second, none of the urban systems in the coun-
tries were lognormal, except in Mexico, and in cases where there were signs
of this condition developing it was caused by several factors. Third, all eight
of the countries’ national urban systems became essentially hegemaonic by the
end of the nineteenth and the first half of the twentieth centuries. The opening
of their economies was probably the main cause of change in the urban sys-
tem from lognormality to capital city hegemony. The higher the per capita
cxports the more the city size distributions moved away from lognormal dis-
tributions. Fourth, Mexico’s case was an exception. With small values of
exports per capita the country’s urban system did not show a lognormal dis-
tribution. Fifth, exports per capita form only one of many variables explain-
ing these patterns. He suggested other factors explaining the rise of the capi-
tal city’s hegemony, such as the expansion of the public sector, concentration
of services in capital cities, economies of scale in manufacturing, and growth
in banking and wholesale.
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CONSOLIDATION OF THE URBAN ECONOMY: 1920-60

The latter factors referred to above explain the consolidation of the national
urban economies in most Latin American countries during the first half and
part of the second half of the twentieth century. An excellent paper by Du-
rand and Pelaez (1972) provides information applicable to our analysis. Per-
tinent data of 15 countries (containing more than 80 per cent of the estimated
1960 population of the Latin American region) are arranged from 1920 to
1960. The authors looked at urbanization trends and provided census data on
cities according to size.

Since 1920, Latin America on the whole was considerably more urbanized
than Africa and Asia and even somewhat more urbanized than Southern
Europe. These authors point out, though, that individual Latin American
countries differed greatly in degrees of urbanization. In terms of population
in cities of 100,000 or more, Latin America did not appear less urbanized
than more developed global regions. But the situation changes when one
compares settlements of 20,000 or more. During the nineteenth and early
twentieth centuries a large share of the population lived in major agglomera-
tions and as a result a majority of countries were ‘megalo-cephalic’ (Durand
and Pelaez, 1972, p.184). According to data presented by Durand and Pelacz
(1972) at least half of the urban populations in 16 of the 22 countries were
living in the primate cities of those countries. In fact, more than 60 per cent
of the total urban populations of 20 of the 22 countries were living in cities of
100,000 or more. This proportion holds today (see Table 7.1).

According to Durand and Pelacz (1972, p.184) ‘a trend of decreasing
dominance of principal cities [was] apparent in the majority of the Latin
America countries’ by the 1960s, while at the same time ‘there [was] a gen-
eral trend of increasing percentages of total population in cities of 100,000 or
more inhabitants’. Three additional but interrelated features were identified
by the authors. First, the growth rate of the total population in Latin America
from 1950 to 1960, estimated at an average of 2.7 per cent per annum, ex-
ceeded the estimated rates of growth in all other regions of the world. Sec-
ond, the growth rate of the urban population in Latin America was almost
twice high as that of the total population. Third, despite the increasing rate of
urbanization in the 1950s and in spite of the increasing flow of migration to
the cities, the rate of growth of the rural population was still higher during
that decade than in the intercensal period which immediately preceded it in
the majority of the cases.

METROPOLITAN GROWTH: 1950-70

In 1950 Mexico City was number 21 in a list of major cities with a popula
tion of 3.05 million. Sao Paulo was 19 with 3.16 million, Rio de Janeiro 17"
with 3.22 and Buenos Aires fifth with 7.0 million (Davis, 1965). By 1962,
Mexico City had no rival in Central America and was ranked twelfth in a list
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of major world metropolises. In South America, Buenos Aires with 7.2 mil-
lion inhabitants was eighth in that list, below New York, Tokyo Yokohama,
London, Osaka Kobe, Moscow, Shanghai and Paris with 15.8 million the first
in the list and 7.8 million the one above Buenos Aircs (Hoyt and Pickard,
1972, p.201). In fact, only Buenos Aires was included in the ‘twenty-one
great world cities’ (Hoyt, 1972, p.205). In 1960, just 125 out of a total of
1374 cities over 100,000 were located in South and Central America. The
world at that time supported close to 3, 000 million inhabitants of which only
more than 210 million were counted in the Latin American subcontinent.

In 1960, 32 per cent of the world’s total population lived in urban areas,
growing from only 14 per cent in 1920. But Mexico City — being the fastest-
growing city among the largest — increased from less than a million in 1920
to almost 6.5 million by 1960.* Only Buenos Aires lay above it with a popu-
lation of 7 million that year. Following in this category of fast-growing met-
ropolitan areas was Sao Paulo, starting with less than 600,000 in 1920 and
reaching 4.4 million in 1960 (UN, 1972, p.33).

In Latin America the rural and small-town population increased by 68 mil-
lion in 40 years from 77 million in 1920, while the urban population in-
creased by 55 million in the same period from 13 million. But from 1960 to
1980 the increment was 77 million for the rural population and 84 million for
the urban population, of which 65 million were concentrated in large cities of
500,000 and over (UN, 1972: 43).

In fact, looking back at this time period (1920-60), all larger countries in
the subcontinent reached their peaks in terms of rates of growth of total popu-
lation. By the early 1970s, however, as the Geyer-Kontuly differential ur-
banization model would have predicted, some new trends in the distribution
of their urban populations started to emerge. A new deconcentration phase
emerged which contrasted with the concentration tendencies primarily di-
rected at their primate cities — the preferred destination of internal migration
until till then.

An indicator of these trends is the percentages of the urban population in
the largest cities. This proportion varied from almost 100 per cent in Costa
Rica (San Jose) in 1963 to only 16 per cent in Brazil (Sao Paulo) in 1960;
with Argentina close to 60 per cent in Buenos Aires; 47 per cent in Santiago,
Chile; 27 per cent in Mexico City; 50 per cent in Lima, Peru; close to 38 per
cent in Caracas, Venezuela; and in 1953 Havana, Cuba with slightly more
than 51 per cent (Durand and Pelaez, 1972: table 3, pp.170-171) (see Table
7.2).

Since the 1970s and 1980s, a decline in population in the main metropoli-
tan arcas in some countrics shows a deconcentrating tendency from primate
towards seccondary cities. This is reported in the literature for Sao Paulo, Bra-

* Including peripheral municipalities as part of incipient metropolitan areas.
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zil (Richardsen, 1980; Townroe and Keen, 1984) and Mexico City (Graiz-
bord 1984; Aguilar et al., 1996). But it was also true, as Table 7.2 shows, for
Buenos Aires, Argentina and Caracas, Venezuela (35.7 per cent in 1980 to
32.3 in 2000 for Buenos Aires and 20.3 in 1970 to 12.9 in 2000 for Caracas).

SECTORAL CHANGES IN THE STRUCTURE OF THE LABOUR
FORCE: 1970-90

Latin American countries experienced a remarkable sectoral shift in the struc-
ture of their national labour forces between 1970 and 1990. Almost without
exception all the countries were transformed from manufacturing to tertiary
economies over the two decades. Latin America as a whole lost 16.6 per cent
of its workers in the primary sector (42 per cent in 1970 to 25.4 per cent in
1990) while there was a 15.2 per cent gain in the tertiary sector (35.8 per cent
in 1970 to 51 per cent in 1990). Certain countries, such as Argentina, Chile
and Mexico, even lost manufacturing workers and in all, except in Peru, a
half or more of their labour forces was concentrated in the service sector.
Peru retained one-third of its labour force in the primary sector while the
smallest share of its workforce was in manufacturing, that is only 17.8 per
cent of the total. Argentina, on the other hand, retained one-third of its work-
ers in the manufacturing sector while it had the lowest percentage (12.2 per
cent ) of workers in the primary sector of all the countries (see Table 7.3).

By 2002 those countries that had become service-oriented urban econo-
mies tended to focus on the tertiary sector. All of them have reduced the
share of their urban population involved in agricultural activities to 11 per
cent or less and in manufacturing to 28 per cent or less, but increased the
shares of their workers in service activities (commerce, transport, finance and
services) to two-thirds or more of the total urban workforce. These structural
shifts are associated with changes in the direction, volume and composition

of exports, as will become apparent in the following paragraphs (see Table
7.3).

REGIONAL DEVELOPMENT IN THE CONTEXT OF
GLOBALIZATION
THE OPEN ECONOMY: CONNECTEDNESS IN A GLOBAL
CONTEXT

With 378 thousand million USD in exports and 324 thousand million in
imports, Latin American trade (f.o.b.)* was a mere 5.4 per cent of global
trade in 2003. In a regional context its international trade was even less. It
only amounted to 3 per cent of the North American total and 3.4 per cent of

“ Free on board values for balance-of-payment purposes in the current account in each
economy.
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Table 7.3 Structure and change of the economically active population (EAP)"
by economic sector’ in selected countries, 1970, 1990 and 2000 (percentage
of total EAP)

A1970- A1990-
1970 1990 1990 2000° 2000
Argentina 100.0 100.0 ] 99.8 —
[ 16.0 12:2 -3.8 1.4 -10.8
11 343 324 -1.9 20.0 -12.4
111 49.7 55.5 +5.7 78.4 +22.9
Brazil 100.0 100.0 s 99.7 =
I 47.2° 233 -23.9 7.9 -15.4
I1 20.0 23.0 +3.0 24.20 +1.2
1 32.8 53.8 +21.0 67.6 +13.8
Chile 100.0 100.0 — 99.8 -
I 24.1 18.8 -5.3 + 837 -10.1
11 29.3 254 -3.9 242 -1.2
111 46.7 55.8 +9.1 66.9 11.1
Colombia 100.0 100.0 =2 99.8 =
[ 45.1 26.6 -18.5 6.9 -19.7
1T 19.3 229 +3.6 21.8 -0.9
111 35.6 50.4 +14.8 71.1 -20.7
Cuba 100.0 100.0 = = =
I 30.1 18.2 -11.9 e —
II 26.4 304 +4.0 - —
11T 43.5 51.5 +8.0 = ==
Mexico 100.0 100.0 = 100.0 =
1 43.8 27.8 -16.0 24 -25.4
11 242 237 -0.5 27.9 +4.2
111 32.0 48.5 +16.5 69.7 +21.2
Peru 100.0 100.0 - 100.0 -
I 48.3 356 -12.7 11.0 -24.6
I1 17.5 17.8 +0.3 18.1 +0.3
111 34.2 46.6 +12.4 70.9 24.3
Venezuela 100.0 100.0 = 99.7 =
I 26.0 12.0 -14.0 10.4 -1.6
11 24.8 2.3 43,5 20.1 -7.2

111 49.2 60.7 +10.5 69.2 +8.5
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Table 7.3(continued) Structure and change of the economically active
population (EAP)® by economic sector” in selected countries, 1970, 1990
and 2000 (percentage of total EAP)

Latin )

America 100.0 100.0 - — E—
1 42.0 254 -16.6 — =
I 222 23.6 +1.4 — =
111 35.8 51.0 +15.2 i =

Notes:“ Refers to ILO estimates on population 10 years and over economically active,
® Includes Primary (I): Agriculture, forestry, hunting and fishing, mining and quarry-
ing; Secondary (I1): Construction, electricity, gas and water, and manufacturing;
Tertiary (111): Commerce, transport, storage, and communications, and services.
“Refers to closest year in which census was conducted (1999-2001) and to population
15 years and over cconomically active.

Source: Statistical Yearbook, ECLAC, 2003 (Table 16).

the Asian total. However, North America (US and Canada) remains Latin
America’s most important trading partner with 58 per cent of the total ex-
ported goods and 47 per cent of the imported goods going to and coming
from the region in 2003. Second is Western Europe with 14 per cent of its
goods going to that region and 18 per cent coming from there. Asia is the
next important trading partner with 13 per cent of its imports coming from,
and 7.6 per cent of its exports going to that region. China and other Southeast
Asian countries are becoming important partners as almost two-thirds of
Asia’s trade with Latin America comes and goes to those countries. A posi-
tive balance of payments of 53,000 million $ with the world is explained by
the positive balance of trade with North America. The region shows a nega-
tive balance with Asia and Europe, however (see Figure 7.4).

According to the World Trade Organization (WTOQ) the increase in exports
from Latin America as a whole was 230 per cent from 1993 to 2003. Mexico
was the leading exporting country. Its exports increased more than three
times over the period, which brought its share of the region’s exports as a
whale from 32 to 44 per cent. The cight largest countries (Table 7.4) were
responsible for almost nine out of each ten US dollars exported in 2003. This
affected the rest of the Latin American countries whose share decreased from
almost 14 per cent in 1993 to only 11 per cent in 2003. Their GDP amounted
to almost 90 per cent of Latin America’s total GDP but their combined popu-
lation was only 38 per cent of the region as a whole in 2000. While the GDPs
of these countries are growing faster, the growth of their populations is taper-
ring off compared to the rest of Latin American countries, where the demo
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Figure 7.4 Latin America: connectedness in the global context, 2003
!
Imports Exports
North America North America
153.0 153.0
WEHCE . WE+CE
51.3 57.3
Afr+ME + Asia Al + ME + Asia
48.1 48.1
Imports from Exports to
Absolutel % Absolute %o
N America 153 47.2 N America 218.2 57.8
L America 58.9 18.2 L America 58.9 15.6
W Europe 573 i) W Europe 514 13.6
EU 53.8 16.6 EU 47.5 12.6
Other European| 6.9 2.1 Other European 4.5 1.2
Africa 43 153 Africa 35 1.5
M Last 2.8 0.9 M East 44 1.2
Asia 41 12.6 Asia 28.8 7.6
(Japan) (10.1) (3.1) (Japan) (6.5) (1.7)
(Aust & N Zea- (Austr & N
land) (1.51) (0.5) Zealand) (0.8) (0.2)
(Others) (29.4) (9.1) | (Others) (21.4) (5.7
[Total IMP (mil) 324.2 100 Total EXP (mil)] 377.6 100
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Table 7.4 Selected countries’ share of Latin American exports 1993 and 2003
(Value of exported goods in millions of current US$)

1993 2003
Countries Absolute %o Absolute %
Mexico 51,886 322 165,396 438
Brazil 38,555 23.9 73,084 19.4 | Main core
Subtotal 90,441 56.1 238,480 63.2
Argentina 13,118 8.1 29,350 7.8
Venezuela 14,686 9.1 23,650 6.3
Chile 9,198 57 | 21,046 5.6 ;g::l”"
Colombia 7,115 4.4 12,671 3.4 BeBHGHAY
Peru 3,514 2:2, 8,954 2.4
Subtotal 47,631 29.5 95,671 25:5
Subtotal 138,072 85.6 | 334,151 88.7
Cuba 1,000 0.6 1,500 0.4 .
Rest 22,037 | 137 | 41,949 ol Ridd
Latin
America 161109 99.9 377600 100.1

Source: WTO, Commercial Statistics 2004 (Commerce by regions and Appendix).

graphic transition (except in countries like Costa Rica and Uruguay) is still in
earlier stages of development.

Over the last 20 years export-oriented activities in most Latin American
countries moved from primary products to manufactured goods in general.
This shows the countries’ new role in the new international division of labour
(Frobel et al., 1981), and in the new world economic order. The composition
of regional exports changed dramatically over the last two decades from the
1980s to end of the twentieth century and first years of the twenty-first,
World Trade Organization statistics show that oil and natural gas, which rep-
resented 40 per cent of total exports in 1980, were reduced to less than 14 per
cent in 2002; by 1990 auto parts and vehicles started to become one of the
leading export products, doubling their share from 4 per cent to more than 9
per cent in 2002. Electric and electronic appliances and machinery have treb-
led their share from 3 per cent of total exports in 1995 to more than 10 per
cent by 2002. On the other hand, and following the trends of all primary
products, agricultural products have practically disappeared from the lcading
export products list by 2000. The same can be said for steel and other miner-
als. These commodities generated almost one in five dollars of the total ex-
port account in 1980 but only 2 per cent in 2000. The changing composition
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of leading export products also implied a diversification of the region’s ccon-
omy. While the leading products’ share of the total exports was still almost
60 per cent in 1980, it was reduced to one-third in 2002 (see World Trade
Organization, 2004).

It is worth looking at the four larger economies (according to their GDP in
thousand million dollars): Brazil (1371.6), Mexico (934.5), Argentina (444.6)
and Colombia (301.2). In fact, Mexico is first in its contribution to per capita
trade value (US$3,580 /pc) and also in its trade to the GDP ratio (57.1). It
ranks [3th in exports in world trade and 14th in imports. Brazil is 25th in
exports and 30th in imports. Both of the largest economies (Mexico and Bra-
zil) are exporting manufacturing goods and Argentina and Colombia, agricul-
ture and mining products, while importing manufactured goods. The USA is
Mexico and Colombia’s main trading partner in imports and exports, while
Brazil and Argentina mainly trade with the European bloc. On the other hand,
Brazil’s main exports are manufactured goods, amounting to more than half
of its total exports, while agricultural products amount to one-third of its to-
tal. This country imports mainly manufactured goods, almost 70 per cent of
its total imports. The main origin and destination of these imports and exports
are countries in the European Union. On the other hand, Mexico’s origin and
destination of its imports (62 per cent of its total imports) and its exports (89
per cent) is the US. No other country in Latin America matches this level of
business with the US which shows the impact NAFTA (North America Free
Trade Agreement) has on Mexican business relationships (see Table 7:5):

Commercial service trade is becoming an increasingly important ingredi-
ent in Latin America’s economic development. Among these are travel ser-
vices (tourism), which represent 55 per cent of total commercial services ex-
ported and 27 per cent of total commercial services imported. This high per-
centage in total exports is only comparable with Africa’s 49.3 per cent
(WTO, 2004, Table IV.76). Exports of travel services in other regions in the
world reach less than 30 per cent of their total exports in commercial ser-
vices. For Mexico, travel services represent more than 75 per cent of all its
exports in commercial services. Brazil on the other hand shows other com-
mercial services rather than transportation and travel as its main service sec-
tor export.

The result of regional integration in the national economies is ambivalent.
While Mexico's participation in NAFTA (Canada, Mexico and USA) has
made the country more dependent, as total Mexican exports within the bloc
grew from 42.6 per cent in 1990 to §5.7 per cent in 2000 and 56.1 per cent in
2003, the tendency in the MERCOSUR (Mercado Comtin del Sur, or South-
ern Common Market) trading bloc has been different. In fact, Argentina, Bra-
zil, Paraguay and Uruguay as a regional bloc exported 91 per cent of its total
export goods to destinations outside the region in 1990, but by 2000 extra-
regional exports went down to 79 per cent and increased again to 88 per cent
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Table 7.5 Trade in goods and commercial services by selected countries,
2003 (in million of US3)

Merchandise trade

Exports (Destination) Imports (Origin)
Mexico 165,396 (US) 89% 178,503 (US) 62%
Brazil 73,084 (EU) 25% 50,665 (EU) 26%
Argentina 29,350 (EU) 20% 13,813 (nd)
Colombia 12,671 (US) 47% 13,892 (US) 30%

Share in world totals

Exports (Commeadity) % Imports | (Commuodity) %

Mexico 2.2 (Mfg.) 81% 23 (Mfg.) 86%
Brazil 1.0 (Mfg.) 51% 0.7 (Mfg.) 69%
Argentina 0.4 (Agr.) 47% 0.2 (Mfg.) 55%
Colombia 0.2 (Min.) 40% 0.2 (Mfg.) 81%

Commercial services trade

Exports (Service) % Imports (Service) %
Mexico 12,572 (Travel) 75 17,671 (Other) 54
Brazil 9,606 (Other) 55 14,531 (Other) 60
Argentina 3,815 (Travel) 55 5,150 (Travel) 50
Colombia 1,724 (Travel) 47 3,232 (Trans.) 39

Notes: Mnf= Manufacturing, Agr= Agricultural, Trans= Transport
Other= Other commercial services

Source: QECD (2004) in 2003 (WTO, 2004, Table 1.10).

Export flows between countries and among trading associations within
Latin America increased dramatically between 1990 and 2000. New partners
in bilateral trade emerged within the region. As Table 7.6 shows, trade flows
between Argentina and Chile increased more than four times in both direc-
tions, while increasing scven and ten times between Brazil and Argentina and
Brazil and Colombia respectively, and almost five times between Chile and
Venezuela and Colombia and Venezuela. These large economies have more
than doubled their total trade within ALADI (Asociacion Latinoamericana de
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Integracién, or Latin American Integration Association) and, in the case of
Argentina, almost five times. Some countries in the MCCA (Mercado Comun
Centro Americano, or Central American Common Market) found those large
economies to be viable partners, increasing their exports 15 times to Chile, 12
times to Peru and more than 1] times to Venezuela. This decade has been
favourable in almost all cases. A reduction in trade was only experienced
between Venczuela and Argentina, and Venezuela and Chile, and also be-
tween the rest of Latin America with Brazil, Chile and Venczuela. In absolute
terms these reversed trends represented only very small amounts, however.

FOREIGN DIRECT INVESTMENT

Another indicator showing international linkages in the new interdependent
global cconomy is foreign direct investment (FDI). Countries in Latin Amer-
ica have always been net recipients of FDI. On average, nine out of ten dol-
lars of foreign direct investment go to the seven largest national economies:
Mexico in Central America, and Argentina, Brazil, Chile, Colombia, Peru,
and Venezuela in South America.

In recent years, FDI amounted to more than 25,00 million dollars in 1995
reaching more than 68,000 million in 2000 but then tapered off to close to
40,000 million in 2002. Over this period Mexico received an average of 10
thousand million per year (16,400 million in 2000) and became a major des-
tination of FDI amongst large Latin American economies (see Table 7.7).

During 1995-99, as an average, 65 per cent of total FDI coming into Latin
America went to South American countries — almost 22 per cent to Mexico,
Central America and the Caribbean and 13 per cent to financial centres.’ In
2001, close to 48 per cent went to South America countries, 35 per cent to
Mexico, Central America and the Caribbean and the remaining 17 per cent to
financial centres (CEPAL 2003: Graphic 1.2 p.26). In the case of Mexico, in
1995, the manufacturing sector received most of the FDI (almost 60 per cent)
and other sectors close to 30 per cent while financial services received more
than 10 per cent. By 2001 FDI to the manufacturing sector was reduced to 20
per cent of the total while financial services reached more than half of the
total, Other sectors received around 30 per cent, This change in favour of
financial services was due to Citigroup buying BANAMEX (the second-
largest commercial bank) for 12,500 billion $ that year. That same year, FDI
was distributed in Brazil as follows: 33 per cent to manufacturing, 10 per cent
to financial services, almost 50 per cent to other services and the remaining 7
per cent to the primary sector (mostly oil extraction).

* Banks have been very active in penetrating the Latin American economics. Among
the 50 most important banks in the region 29 are privately forcign-owned, only 7 are
state-owned, and the remainder are privately owned locally (CEPAL, 2002, p-159,
Table IITA.1).
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Table 7.7 Net foreign direct investment in selected countries, 1995, 2000 and
2002 (millions of USS)

Countries 1995 2000 2002
Argentina 4,112 10,654 1,741
Brazil 3,475 30,497 14,084
Chile 2,205 -348 1,139
Colombia 712 1,973 1,171
Mexico 9,526 16,405 14,435
Peru 2,550 662 2,391
Venezuela 894 4,180 -241]
Subtotal 23,474 64,023 34,720
Latin America 25,789 68,862 39,169

The presence of transnational corporations (TNC) subsidiaries in Latin
America is impressive. Net sales of the main 100 amounted to 232,406 mil-
lion §. It is worth presenting a summary by country according to net salcs,
countries of origin and economic activity. Table 7.8 shows Mexico in first
place with 42 TNC subsidiaries with sales of more than $110,000 million;
followed by Brazil with $31 and $80,000 million in sales; and third and by a
long way is Argentina with only 14 subsidiaries and $24,000 million. Main
sectors include autoparts, chemical, electronic and telecommunications
among others; there are 17 countries of origin but only ane (Mexico) from
within the region.

TECHNOLOGICAL LINKS

Trade is generally associated with urban population growth and shifts in the
labour force by economic sector in all countries. It is also related to an ex-
pansion of e-commerce and information and communication technology be-
ing adopted by most countries but this is still at levels much below other re-
gions in the world, The digital world and its spread in all kinds of social ac-
tivities (and decoupling of economic growth from resources), is perhaps the
most challenging growth factor for Latin American countries.

Some indicators look better for Latin America than for the world as a
whole. With only 4 per cent of the total world surface, its population in 2000
represented 8 per cent (520 million) of the world’s more than six thousand
million, while its exports accounted for 5.4 per cent of total world exports. At
the same time, Latin America’s illiterate population reached 13.7 per cent of
its total population, while the world’s proportion was 24 per cent. The re-
gion’s total GDP reached $2,000 billion in 2000, almost 7 per cent of the
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Table 7.8 Latin America: distribution of the 100 Larger TNC subsidiarics,
2001 '

Country Number of | Salesin | Economic sector’ | Country of

subsidiaries MUSS$’ origin’
Mexico 42 110,520.6 | Auto, Cem, Be, Ch, De, Fi,
Chem, Com, Jp, Kr, Lu, Mx,

Electro, F&B, NI, Se, Uk, Us
Mach, Pap, Pho-
tog, Theco

Brazil 31 80,615.4 | Auto, Chem, Be, Ch, De, Es,
Com, Elec, Elec- | Fr, It, Ip, Lu,
tro, F&B, Fuel, NI, Pt, Se, Uk,
Mach, Metal, Qil, | Us

Thbcco, Telecom

Argentina 14 24,038.7 | Auto, Com, Elec, | De, Es, Fr, It,
F&B, Oil, Tele- | Lu, NI, Uk, Us
com

Chile 5 8,563.1 | Com, Elec, Min, |Es, It, Jp, NI,
Telecom Us

Venezuela 3 4,413.7 | Cem, Elec, Tele- | Es, Mx, Us
com

Colombia 2 2,563.1 | Fuel, Oil Us

Peru 2 1.690.9 | Min, Telecom Es, Mx

Notes:™' MUS$: Millions of USS.

? Economic sector: Auto (Motor vehicles); Cem (Cement); Chem (Chemicals); Com
(Commerce); Elec (Electricity); Electro (Electronic); F&B (Food and beverages); Fuel
(Fuel distribution); Mach (Machinery); Metal (Metallurgy); Min (Mining); O1l (Oil);
Pap (Paper); Photog (Photography); Telecom (Telecommunications); Tbeco (To-
bacco),

3 Country of origin: At (Australia); Be (Belgium); Ch (Switzerland); De (Germany);
Es (Spain); Fi (Finland); Fr (France); It (Italy); Jp (Japan); Kr (Republic of Korea); Lu
(Luxembourg); Mx (Mexico); NI (Netherlands); Pt (Portugal); Se (Sweden); Uk
(United Kingdom); Us (United States of America).

Source: CEPAL, 2003, Table 1.A.4, pp. 59-60.

world’s $30,000 billion. At the same time, while the world GDP experienced
a positive growth of 2.8 per cent between 1989 and 1999, Latin America
showed a negative growth of -0.3 per cent.
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In 2001, almost 12 per 100 people in Latin America had access to a tele-
phone line compared to 14.3 in the world; and there were 4.3 cellphones per
100 people while there were 5.6 per 100 people for the world. Four of the
selected larger countries were better off viz @ viz the world figure of 5.7 in
terms of PCs per 100 people: Mexico (6.9), Argentina (8.0) Brazil (6.3) and
Chile (10.6). As for Internet users there were almost 15 million in Latin
America with Brazil being on top with almost 9 million. Mexico had only 1.4
million. On average that ycar, onc out of three Internet users bought goods
and services online through the Internet (Table 7.9).

MIGRATION: HUMAN FLOWS

During the twentieth century, migration proved to be a major factor in urban
development in Latin America. We distinguish between international and
internal migration (at country level). International migration trends in the
region in the twentieth century are briefly examined. In this category there
are two main patterns: immigration from other regions in the world and intra-
regional migration. These patterns have co-existed over time, with variations
in their characteristics and relative significance (Villa and Martinez Pizarro,
2001).

INTERNATIONAL MIGRATION
Immigration from outside the region

From the second half of the nineteenth century to the first half of the twenti-
cth century there was quite a high, but fluctuating, level of immigration from
abroad. This had a strong quantitative and qualitative impact on the social
configuration of various countries in the region, especially in the countries on
the Atlantic shore, where conditions were favourable for the social and eco-
nomic integration of migrants, the majority of whom came from Southern
Europe. For example, Argentina, which had a population of 1.2 million in
1860, received 2.5 million immigrants in the next 50 years and by 1910 three
out of every four adults in Buenos Aires was European-born (Preston, 1996,
p.170).

After the Second World War these migration flows to the region tapered
off substantially and were followed by significant return migration to the old
continent. Since the 1970s and due to the lack of renewal of the inflows, im-
migrants from outside the region are now much older. Because of this, mor-
tality and return migration resulted in a gradual decline in the number of
European-born immigrants, which fell from about 4 million persons in 1970
to less than 2.5 million in 1990. This declining trend indicates that in the sec-
ond half of the twenticth century the region was losing its traditional attrac-
tion for the population of other regions. Latin American countries became
net exporters of population to North America, and the United States in par-
ticular (see Table 7.10).
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Table 7.9 Latin Amicrica: indicators for selected countrics by subregion. 2000 (continue)

Exports® Technology* L-commerce
Sui}reginnfsi o . Telephone and cell Personal computers . ¢ Internet | Have bought
% of GDP ™V | g
country phones (100 peeple) {100 people) (-000) users | {as % of users)
1990 2000 1990 2001 1990 2001 - (*000} 1999

Middie Ameries® - - - - - - 28.806 | 1.603 -
Mexico 14.9 33 6.6 354 0.8 6.9 25,600 1,350 A7
Caribbean - - - - - - - ‘ - -
Cuba 7.4 8.3 3.1 5.2 - 2.0 2,640 25 -
South America - - - - - - 63.236 © 11.290 -
Argentina 10.0 I5.2 5 41.6 4.7 8.0 7.950 800 31
Brazil 75 12.0 6.5 38.5 0.3 6.3 36,500 8630 54
Chile 24.5 342 6.7 5725 0.9 10.6 3.130 300 36
Colombia 13.8 18.1 6.9 249 0.9 4.2 4,390 700 38
Peru 1.3 19.3 2.6 13.7 = 4.8 3.060 200 -
Veneruela 26.9 31.8 7.7 373 1.0 33 4,100 300 44
Latin America 125 21.8 - 16.2 - - 97,039 14,951 -
World - - - 19.9 - 59 - - -

Notes: (a) Includes Central America.
(b) ECLAC 2003 Table 59 for exports as percentage of GDP.

(¢} Data for 1990 and 2001 from Human Development Report, 2003,

Saurce: www.upinamus,com.

Miltennium Development Goal Indicators.
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Table 7.10 Latin America”: immigrant population by origin, 1970, 1980 and
1990

1970- | 1980-

QOrigin 1970 1980 1990 1980 | 1990

Rest of the

world (im-

migration

form outside

the region) 3873420 | 3411426 | 2350441 | -1.27 | -3.68
%o 76.1 63.1 512

Latin Amer-

ica and the

Caribbean

(intra-

regional

migration) 1218990 | 1995149 | 2242268 | 4.83 1.17
% 23.9 36.9 48.8

Total 5092410 | 5406575 | 4592709 | 0.60 | -1.63
Yo 100.0 100.0 100.0

Nates: "The number of countries included as 16 in 1970; 14 in 1980 and 13 in 1990
*The dates indicate the years of the national census rounds

Source: Estimates prepared using the IMILA data bank of CELADE, and Villa and
Martinez Pizarro (200, p.38)

International out-migration

The United States stands out as the most important destination, mainly for
migrants from Mexico and other parts of Central America. Green (1991,
P-59) reports that by 1990 an estimated 25 million people in the United States
were ‘Hispanie', with around half having come from Mexico. Dominicans
are another sizeable group in the United States, although undocumented in-
ternational migration makes it extremely difficult to pinpoint the exact size of
migration flows,

Over a long period there has been emigration of natives from the region,
with fluctuations associated with economic and socio-political factors as well
as changes in United States migration legislation. The novel element is the
strong increase in recent years. The stock of Latin American and Caribbean
migrants to the United States doubled between 1980 and 1990, rcaching a
total close to 8.4 million persons or 43 per cent of the total foreign population
recorded by that country’s 1990 Census. Just over half of these migrants to
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the US were from Mexico, one-quarter from the Caribbean (mainly from
Cuba, Jamaica and the Dominican Republic), and the remaining quarter (in
similar proportions) from the other Central American countries and South
America (sec Table 7.11).

Table 7.11 United States: immigration population of Latin American and
Carribean origin. 1970, 1980 and 1990

Origin Annual growth rates
1970- | 1980-

1970 1980 1990 80 90
South America 234,233 493,950 871,678 7.13 5.53
%o 13.6 11.3 10.4
Meso-America 873624 | 2,530,440 | 5,391,943 9.73 7.22
% 50.6 519 64.4
Caribbean and
others 617,551 | 1,358,610 | 2,107,181 7.50 4.32
% 35.8 31 252
Total 1725408 | 4383000 | 8370802 8.70 6.25
Yo 100.0 100.0 100.0

Source: Estimates prepared using the IMILA data bank of CELADE, and
Villa and Martinez Pizarro (2001, p.39)

The number of international migrants from Latin American and the Carib-
bean to the United States increased to 13.1 million people in 1997, This fig-
ure, equivalent to a little over one-half of the total stock of immigrants in that
country, shows that regional immigrants increased by approximately 40 per
cent between 1990 and 1997. Mexicans, at 7 million, represent 53 per cent of
Latin American and Caribbcan immigrants (Villa and Martinez Pizarro,
2001, p.28). These figures seem to indicate that the region has become a net
exporter of population.

Intra-regional flows

The persistent nature of some intra-regional flows is connected with the links
that historically have been established between the labour markets of
neighbouring countries, which are similar to migration on the intra-national
scale. Other flows, which fluctuate seasonally, are related to shorter-term
changes. In 1990, almost two-thirds of Latin Americans who were resident in
countries other than their country of birth were concentrated in Argentina and
Venezuela. Argentina has been the traditional destination for large numbers
of Paraguayans, Chileans, Bolivians and Uruguayans (attracted by work op-
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portunities in agriculture, manufacturing, construction and services), and
these immigrants have become more visible as European immigration dimin-
ished. In Venezuela, with an economy stimulated by the oil boom, the main
inflow of migrants in the 1970s consisted of Colombians, and other immi-
grants from Southern countries forced to depart due to political reasons.

With regard to total intra-regional emigration around 1990, Colombians
accounted for the highest absolute numbers: a little over 600,000 were re-
corded in the census of other Latin American counties (90 per cent in Vene-
zucla). Chilean and Paraguayan emigrants, with a total of close to 280,000,
(over three-quarters of them recorded in the census in Argentina), shared the
sccond place among migrants within Latin America. Despite these high num-
bers, these figures represented, apart from Paraguay, less than 3 per cent of
the population of the countries of origin (Villa and Martinez Pizarro, 2001,
pp.26, 27).

INTERNAL MIGRATION
Rural urban migration

From 1940 onwards internal migration became the main source of urban
growth. Since then urban populations have been growing rapidly in absolute
terms and have also experienced significant socio-cconomic changes. Char-
acteristics and consequences of migration involving urban locations arc of
particular importance. Over the years, people have moved from rural areas to
the cities because urban living conditions were considered superior. Figures
on poverty in urban and rural areas regularly showed that city-dwellers live
better than their rural counterparts. The United Nations estimated that in 1990
whereas 34 per cent of city-dwellers lived in poverty, 53 per cent of rural
Latin Americans were poor.

The impact of migration was different between countries. The contribution
of migration and reclassification to urban growth show, according to esti-
mates by the United Nations (1980), that migration was most important to
urban growth in Argentina from 1947 to 1960 (50.8 per cent). The next most
important contribution of migration to urban growth was in Brazil from 1950
to 1960 (49.6 per cent) and from 1960 to 1970 (44.9 per cent); in Peru from
1961 to 1972 (41.6 per cent); in Chile from 1952 to 1960 (36.6 per cent) and
from 1960 to 1970 (37.4 per cent); in Colombia from 1951 to 1964 (36.6 per
cent); and in Mexico from 1960 to 1970 (31.7 per cent).

Differential urbanization
Decline of primacy

The process of migration has clearly changed through time as economic and
social conditions changed. Improved transportation, growing rural popula-
tions, more jobs in the cities, and a greater awareness of the opportunities
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available in the cities were bound to affect the kinds of migrants, their desti-
nations and their motives. These interrelationships between migration and
socio-cconomic change became even more visible during the 1980s when
severe economic problems hit most of Latin American cities.

The debt crisis severely reduced the chances of obtaining employment in
urban areas. Rates of unemployment increased as factories closed down, gov-
ernments laid off staff and consumer spending fell. Even for those who had
work, conditions deteriorated as wages dropped. For the first time in at least
three decades many urban areas felt the full impact of recession. Of course,
the effect varied from city to city. The removal of import tariffs and customs
duties clearly hit employment in cities that were heavily reliant on industries.
For example, in Mexico several of Monterrey’s major factories closed, and in
Mexico City 250,000 industrial jobs were lost as 6,000 companies closed
their doors. In contrast Mexico’s border cities flourished because export pro-
duction increased (Gilbert, 1998, p.5h.

From the 1970s onwards, the natural growth rate of the population had a
more important effect on urban growth in Latin America as a whole than mi-
gration, and the biggest cities, which were historically the most likely to gain
population through migration arc now attracting much less rural urban mi-
grants than before. While rural urban migration has become a less important
issue in urban development, inter-urban, intra-urban, and international
movements have become much more significant. This tendency has become
the most visible in countries that had high levels of urbanization and in which
the rural population had declined in absolute numbers, such as Argentina and
Mexico.

The net rural urban flow of people, including the effect of international

migration and the reclassification of areas, has been diminishing over time in
its contribution to the urban growth of the 22 countries in Latin America. By
2000 the net rural urban flow of people had decreased by at least 2 million
people. During the 1950s it accounted for 46.4 per cent of urban growth in
the region, whereas by the 1990s the proportion declined to 38.4 per cent (see
Table 7.12). At the same time the role of migration varied greatly between
countrics. During the 1990s, for instance, it ranged from 8.8 per cent in Gua-
temala to 51.7 pet cent in Honduras. The case of Mexico (-7.9) and Cuba
(-5.4) are explained by the fact that their urban migration balances were af-
fected by international migration (Lattes et al., 2004, p.935).
Data indicate that rural-urban migration was largely responsible for the phase
of rapid urbanization in most of the countries in Latin America. Since 1950
until the end of the twentieth century the net rural-urban transfer of people in
the region as a whole reached values that explain around to 50 per cent of the
urbanization rate (see Table 7.12),
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Table 7.12 Rural-urban net transfers as a component of urban growth and
urbanization, for the main 22 countries of Latin America, 1959-2000

Country” Urban growth due to rural-urban net
transference (%)

1950- 1960- 1970- 1980- 1990-

60 70 80 90 2000

Uruguay 27.8 9.0 -42.2 259 24.2
Argentina 51.0 37.9 311 30.2 27.6
Venezuela 56.9 39.4 43.2 22:1 13:7
Chile 41.3 33.6 30.2 11.8 16.3
Brazil 49.7 51.0 49.9 42.8 34.5
Cuba 39.2 16.7 439 45.7 -5.4
Puerto Rico -85.1 52.2 47.6 21.2 36.3
Mexico 40.9 36.1 32.1 21.6 -7.9
Colombia 50.5 37.6 36.6 33.0 30.8
Peru 560.8 50.9 37.6 26.2 14.8
Ecuador 48.2 39.0 46.7 48.3 50.5
Dominican 50.2 53.3 §1.5 41.9 353
Bolivia 8.2 111 34.7 48.3 36.2
Panama 36.6 36.6 23.0 253 20.4
Nicaragua 31:3 39.8 |7 37 1.0 10.3
Jamaica 354 19.1 15.8 15:1 12.0
Paraguay -62.2 -14.4 37.0 45.7 422
Honduras 53.3 48.3 44.1 45.5 51.7
Costa Rica 233 26.1 349.1 35.8 42.9
El Salvador 10.2 13.0 .2 -52.2 16.0
Guatemala 28.5 26.1 5.9 -10.9 8.8
Haiti 62.6 58.5 52.0 01.1 50.1
Total 46.4 45.8 42.3 41.6 384

Notes:" Countries are ordered by level of urbanization in 2000

Source: Lates et al. (2004, p.95)

However, more recent data also point to the growing importance of urban-
to-urban migration in the internal population movements in Latin American
countries over the period. The trend was already observed in the 1970s and
became much more apparent in the 1980s and 1990s (Lattes et al., 2004,




Latin America 261

p.96). For instance, in 1987-92 almost half of the migrants between the states
of Mexico had urban origins and destinations® (scc CONAPO, 2001). The
same applied to Brazil where it is estimated that more than 60 per cent of the
26.9 million inter-municipal migrants in 1981-91 moved from one city to
another (see Baeninger, 1997).

Secondary cities

Until the 1970s, most migrants from the countryside tended to settle in large,
and particularly primate cities, usually capitals or major ports which con-
tained a disproportionate concentration of the national urban population.
However, since the 1980s increasing numbers of migrants started moving
from both rural areas and big cities to secondary urban centres. Although the
larger proportion of people living in cities of | million or more may seem to
refute the latter observation about the increase in secondary city growth, this
increase is due to an increase in the number of large cities rather than the
continued growth of primate centres. Nonctheless, it should be noted that
urban deconcentration is more commeon in larger, more urbanized countries
than in smaller ones.

Secondary urbanization has been driven first and foremost by industrial re-

location stemming from diseconomies of scale in metropolitan areas and/or
the development and expansion of new economic activities associated with
restructuring such as international tourism and export manufacturing. Growth
in intermediate citics, higher than the principal cities, was most common after
the 1980s particularly in those cities between 50,000 and less than 500,000
inhabitants (Jordan and Simioni, 1998, pp.56-64). This is certainly the case in
Mexico where there was an occurrence of net out-migration from Mexico
City during the 1980s to smaller cities within a 200 km radius, such as
Queretaro, Toluca, Cuernavaca and Puebla and to core cities of the magui-
ladora industry on the northern border such as Tijuana and Ciudad Juarez.
During the last decade, Mexico City became the major origin of migrants to
the rest of the country.
Tendencies towards metropolitan deconcentration in Latin America have
become a strong force in urban development. Gilbert (1995, p.322) regards it
as a stronger force than past attempts at regional development. According to
him, deconcentration achieved in ten years what regional development poli-
cies failed to do in 30. There is also evidence to suggest that people are mov-
ing towards secondary centres not only for economic reasons but also be-
cause of concerns about the environmental conditions and quality of life in
the primate cities, that is, the role of ‘environmentalism’ in the differential
urbanization process.

® These data refer only to people moving to localities of 20,000 or more inhabitants
and exclude the intra-metropolitan movements.
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CONCLUSIONS

The historical analysis of Latin America has proved that global economic
relations arc not new. Through trade, Latin America has been connected to
Spain and Portugal since the colonial era. During the colonial period Europe-
ans and their businesses tended to concentrate in Latin America core areas.
These core areas were closely linked to towns and cities elsewhere in the
region which, particularly in Spanish America, were regarded as symbols of
territorial possession and centres from which the country could be adminis-
tered and exploited. Although in the early post-colonial period deficiencies in
transport tended to perpetuate the territorial pattern of concentration, the in-
troduction of the railway system brought profound changes to the region. It
facilitated the opening up of interior areas and resources. Foreign capital was
also significant in improving ports and shipping, providing urban services
such as transport and electricity and direct investment in mining and in cer-
tain industries. Such developments reinforced Latin America’s role as a sup-
plier of primary products to other regions of the world, During this initial
stage trade was regarded as an important starting point of greater economic
growth although, the strategy of exporting commodities tended to inhibit the
region’s development.

It was during the late nineteenth and early twentieth century that the sub-
continent became firmly integrated into the world economy through the in-
flow of foreign capital and technology and the establishment of markets,
transport systems and communication networks. More and more commodi-
ties were exported and the import of foreign goods and services also in-
creased. The debt crisis of the late 1970s revealed the economic unsustain-
ability of ISI associated with a narrow range of exports. External accounts
showed that all the countries were in serious trouble. Exports declined in
value and quantity and national debt rapidly increased without any sign of
how and when that would come to an end, unless economic policy changes
were to occur. Free market policies were strongly recommended by interna-
tional funding organizations. The latter favoured the implementation of
structural adjustment policies which involved steps such as macroeconomic
stability, deregulation, privatization, openness to trade and an anti-poverty
programme,

The shift to a free market economy had logical but contrasting results in
terms of sectoral development — the immediate decline of economic sectors
that were net internationally competitive and the delayed growth of sectors
which were able to operate successfully in global markets. Despite IST and
the more recent free-market strategics most Latin American states remain
only marginally afloat. Specific reasons for this include: foreign control of
key sectors, excessive protectionism in import-substituting industries and
careless government control of the money supply. But perhaps the most fun-
damental problem lics in the inability of the modern (industrial and urban)
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sector to raise the general level of productivity and income in rural areas,
which leads to the deepening of economic dualism in the region.

A persistent issue in the study of urbanization in Latin America has been
the question of the degree of spatial concentration of population, economic
activity and political power in the larger metropolitan areas following the
cconomic development process. The development of the urban system in the
cight larger Latin American countries between 1750 and 1960 showed a ten-
dency of concentration and a ‘hyper-cephalic’ pattern. An explanatory vari-
able was export value. National export sectors during the period were devel-
oped as enclaves far away from the largest cities (mainly the country’s capi-
tal); however, exports, imports and tax revenues mostly benefited the capital
cities due to their historical growth and development momentum. In fact,
before 1960 all larger countries in the subcontinent reached their peaks in
terms of rates of growth of total population. But the early 1970s as Geyer
would predict some new trends in the distribution of their urban population
started to emerge reflecting a new deconcentrating phase contrary to a con-
centrated growth tendency in their primate city, the preferred destination of
internal migration up to these years. Although a trend of decreasing domi-
nance of principal cities was apparent in the majority of the region’s coun-
tries, international trade and foreign direct investment reinforced urban pri-
macy.

Latin American countries saw a remarkable shift in their national labour
force structure by sectors between 1970 and 1990. These two decades trans-
formed the economic structure from manufacturing economics to tertiary
ones in almost all cases. But most important was the region’s irruption into
the global economy, as Latin America’s share total world trade came close to
5.4 per cent in 2003. Export-oriented activities moved from primary products
to manufactured products in general. Highest share as destination and as ori-
gin of Latin American trade was North America (US and Canada) with more
than half of the total exported goods. Latin American states adapted to the
possibilities offered by large-scale export import trades because exchange
offered tangible material benefits. But if trade was a necessary starting point,
it was not by itself a sufficient condition for sustained growth and develop-
ment: gaing from trade have not been exploited to the full to transform the
cconomy as a whole. In fact, only larger countries have an important partici-
pation in international trade thus, the rest have a limited degree of economic
interconnectedness and a very limited amount of profits from international
integration.

Migration explains urban development in the twentieth century. From the
second half of the nineteenth century to the first half of the twenticth century
there was quite a high, but fluctuating, leve! of immigration from overseas,
and this had a strong quantitative and qualitative impact on the social con-
figuration of various countries in the region. During the second half of the
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twentieth century all Latin American countries became net exporters of popu-
lation to North America and the United States in particular. The process of
internal migration has clearly changed through time as the wider economic
and social environment has changed. The interrelationships between migra-
tion and socio-economic change became even more obvious during the 1980s
when severe cconomic problems hit most of Latin America’s cities. The net
rural urban transference of population, including the effect of international
migration and the reclassification of localities, has been diminishing over
time in its contribution to urban growth in most countries, small and large.
There is now much evidence regarding the growing weight of urban-to-urban
migration, This trend was already observed in the 1970s and became much
more apparent in the 1980s and 1990s. It has been driven by endogenous as
well as exogenous factors. The first stem from the documented differential
urbanization process, and the second from economic forces such as industrial
relocation stemming from diseconomies of scale in metropolitan areas and/or
the development and expansion of new economic activities associated with
restructuring such as international tourism and export manufacturing.

We conclude by accepting that Latin America has been dependent on
Europe but is now strongly linked to North America. It has increased in re-
cent decades its economic interconnectedness within and among regions.
Economically, this new relationship explains, if nothing else, a positive bal-
ance of payments for the region; politically, it has been expressed as an un-
easy and troubled recent history of foreign intervention, sometimes by mili-
tary means; and culturally, it has exposed Latin American societies to social
debates and confrontation concerning shared loyalties between those defend-
ing traditional values held by conservative elite groups mostly anti-American,
and the modernizing pro-American industrial forces and secular emerging
groups which are trying to consolidate an open market economy and a plural-
istic and democratic political system in a global context,

Core and periphery remain very much a fundamental feature of the current
world order. Rather than international capital creating ‘one world’ it has been
accompanied by deepening regional inequality through the marginalization of
most Latin American countries, as trade and investment flows intensify the
exclusion of much of the rest of the region. Despite internationalization and
regionalization, the role and position of most Latin American countries in the
world economy have changed little over the entire course of the last century.
Contemporary economic globalization brings with it increasingly divided
nations, a segmented global workforce with winners and losers that affect
developed and developing economies.
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