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Latin America: Illusions and Reality
Rafael A. Lecuona*

Resumen
La Primera Reunion Iberoamericana de Jefes de Estado de
Espaha, Portugal y la America Latina hispana tomo lugar en
Mexico. Resoluciones acordadas son ilusorias y las tragica realidad
socioeconomica y politica de Latinoamerica es documentada.
*Rafael A. Lecuona is a Professor of Political Science,
Laredo State University of the Texas A&M System.

On July 18-19,1991 the chiefs of state and government of
Argentina, Bolivia, Brazil, Colombia, Costa Rica, Cuba, Chile,
Ecuador, El Salvador, Spain, Guatemala, Honduras, Mexico, Nica
ragua, Panama, Paraguay, Peru, Portugal, Dominican Republic,
Uruguay, and Venezuela met in Guadalajara, Mexico for the first
time in the history of their respective nations.
The meeting was known as the "First Ibero-American
Summit," in recognition of the presence of the Iberian nations,
Spain and Portugal, who claim historic ties with Latin America.
Ironically, the poorest and least developed nation of the Western
Hemisphere, Haiti, was not included. Neither were Belize and
Guyana. These non-Iberian nations could not claim any roots going
back to Spain or Portugal.1
The idea of a united Spanish America can be traced, initially,
to Simon Bolivar, the great leader of the independence of northern
South America, who promoted and worked for the total unification
of Spanish America. The concept of Bolivar's americanismo called
mainly for the "close cooperation of former Spanish colonies for
their mutual development and protection."2 However, geographic
barriers as well as political and nationalist considerations proved to
be insurmountable obstacles to the americanismo idea, which really
was based more on the perceived insecurity of the nations involved
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than on any real desire to form a union,
More recently, after World War II, the empha^s on Latin
American unity changed from political to economic integration.
Due to the apparent success of the European economic integration,
including the European Free Trade Association established in I 960,
some Latin American nations decided at one timeor another to bring
about a closer economic union. Thus, Costa Rica, El Salvador,
Guatemala, Honduras, and Nicaragua formed in 1960 a common
market in Central America (CACM), while Mexico and most South
American nations formed the Latin American Free 1 rade Associa
tion. By 1967, LAFTA included the original group formed in 1961
(Argentina, Brazil, Chile, Peru, Paraguay, Mexico, and Uruguay)
plus Colombia, Ecuador, Venezuela, and BoliviaE
In Central America, the idea of a unified market a Central
American Common Market (CACM)—has been a natural exten
sion of the historic attempts by the nations of the region to form a
political union since, at least, 1821. The original United Provinces
of Central America established in 1824 lasted no more than 14
years, although the federation idea still lingers on, to this day. In
fact, "on at least twenty-five different occasions formal and official
steps were taken to reconstitute the states into some single form of
government. No attempt lasted more than a few months (and) there
has never been anything resembling success. * Economic reasons
could be cited as one of the main factors for the breaking up of the
Central American unifying efforts. The fact that economic gains
were not equally shared by CACM members, for instance, led to the
eventual collapse of the whole idea of a common market. In
addition, war between El Salvador and Honduras in 1969 led to the
imposition of tariffs by one member or another and the expected
retaliation by others. However, Karnes pointedly indicates that,
basically, the failure of Central American unity is due to"the failure
of representative government," and an exaggerated feeling of na
tionalism in the region.5 Similar to the CACM, but in a larger scale,
the Latin American Free Trade Association was established to
gradually develop a Latin American common market, with tariffs to
be reduced in the hope that a large market and capital accumulation
would stimulate economic development.
In 1969, Bolivia, Chile, Colombia, Ecuador, Peru, and
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Venezuela decided to form the Andean Group, which called for the
establishment of a free trade area with the eventual elimination of
tariffs among members.6 Not unlike its former counterparts,
CACM and LAFTA, the Andean Group has experienced many
economic and political problems. For instance, exceptions to basic
agreements have been overused, and the limited size of members'
markets precludes effective competition with outside industries.
Also, continuing historic political animosities among members
(Peru and Bolivia vis-a-vis Chile) due to previous losses of territory,
plus existing periodic border conflicts between Ecuador and Peru,
and Colombia and Venezuela have plagued the group. In fact, Chile
withdrew in 1976 due to differences over foreign investment
policies.
Most if not all of these organizations experienced many
economic and political problems and, by 1980, the Latin American
Integration Association (ALADI), replaced LAFTA. The new
association placed less emphasis on free trade and more on eco
nomic integration and development.7
In the Caribbean basin, the Caribbean Common Market
(CARICOM)was founded in 1973 with the intention of removing,
eventually, all tariffs among the group members while establishing
a common and protecting external tariff. Obviously, the dream of
the economic integration of Latin America has been an ongoing
proposition for a long time. The latest attempt at unification would
include, for the first time, two European nations: Spain and
Portugal. The idea of an Iberian Commonwealth was "the brain
child of Colombia's (President) Alfonso Lopez Michelsen," who
proposed the scheme to King Juan Carlos of Spain in 1967.8
However, it was not until Mexico's President, Carlos Salinas de
Gortari proposed the Guadalajara Summit, known as La Cumbre in
Spanish, that the new and unprecedented meeting took place. The
proposed conference was suggested by Mexico's President at the
Rio Group meeting of October, 1990 6
Illusions
The concept or idea of a unified Latin America, politically
or otherwise, has been the on-and-off dream or illusion of the
region's leaders ever since it ceased to be the colonial prey of
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European first, and of United States of America s second, imperi
alist designs. The illusion of a unified Spanish America or a Latin
America, depending on whether Brazil and/or other nonhispanic
nations are included, is the product of aromantic and largely illusory
notion of a communality existing among the diverse people and
subregions of the area.10
A colonial past during which most Latin American nations
were subservient and subordinated to the whims and exploitation of
a European or "American" (meaning the United States of America)
power is part of the illusion that Latin America is unified by its
colonial heritage. Similarly, the apparent cultural affinity of its
people, who speak Spanish or the linguistically related Portuguese,
to say nothing of their religious experience under an also apparent
monolithic (Catholic) church, tends to make Latin-americans be
lieve in the e pluribus unxtm concept: the single nation made by the
union of many states.
The reality seems to be that Latin America is as diverse—
socioeconomically as well as politically— as, say, Europe. 1 here
is as much difference between Spain and Italy, or Germany and
France, as there is between Mexico and Costa Rica, or Peru and
Argentina, or Cuba and Bolivia. The disparity among Latin Ameri
can political systems is probably larger than any found between the
political systems of Europe. The fact that it has taken Europe over
30 years to come close to forming a real common market, in which
all barriers are eliminated between and among its members, reflects
the unreal nature of a European economic integration.11 Ironically,
one of the factors leading to the formation of the European Commu
nity was security, not economics. The countries bordering on
Germany wanted to force German industries to serve the common
needs of the community, rather than German national might.12 A
Latin American integration—economically or otherwise—ought to
take twice as long as it has taken Europe to become fully integrated.
Another illusion of the collective expression of Latin America
would include the integrated expression of the Iberian nations,
Spain and Portugal, which participated in the Guadalajara gather
ing. The illusion is that there is an affinity of interests and
communality between Spain and Portugal in one hand, and the rest
of Latin America in the other.

Lecuona-95

The reality is that, Spain, with the acquiescence of Portugal,
wishes to bring under its aegis the support and acceptance of a Latin
America not too excited about Spain's 500th anniversary celebra
tion of its "discovery of America." By participating in the first
Ibero-American Summit, Spain believes—another illusion—that
Latin America will quietly join Spain and rejoice in the celebration
of an event that, today, is seen by many a Latin American nation as
a shameful undertaking, rather than as an epic account. Rather than
a "discovery," the notion is that what transpired 500 years ago was
nothing but an * encounter" between two different civilizations, one
European and the other "American," in which the latter suffered
irreparable losses. According to Dan Carlinsky, the Columbus
story today is likely to be discussed in terms of "racism" and
'exploitation" of the Native American. In fact, the National
Council of Churches "has gone even further... calling for a rethink
ing of the Columbus legacy," indicating that the 500th anniversary
in question should not be celebrated at all! On balance, Carlinsky
reminds us that '" the native populations of the Americas were hardly
noble people living peacefully with full civil rights for all. Aztec and
Inca lords were long known to be just as cruel and murderous as
even the worst Spanish governors." In all fairness, he points out,
"the 'invaders' brought more good than bad to the New World."13
Where La Cumbre participants became most illusory is in
some of their basic pronouncements.14 One of these proclaims that
the Ibero-american community is based on democratic principles, a
respect for human rights, and a commitment to supporting funda
mental freedoms.
Among the latter, the "declarations" of the
participants mentioned their unswerving belief in the principles of
sovereignty and of no intervention in the internal affairs of nations,
and in the right of each to freely establish a peaceful, stable, and just
political system.15 The reality is that such a pronouncement was
signed by the representatives of political systems, such as Cuba and
Nicaragua among others, whose political culture reflects a tradition
of authoritarianism, militarism, and violence totally incompatible
with the basic tenets of the signed declaration. The fact is that most
if not all of the La Cumbre signatories represent political systems
in which the daily practice of the fundamental freedoms mentioned
is not observed.
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Other pronouncements or declarations are as illusory or
unrealistic as the one above. For instance, there is a call for a joint
operation," in which the "interests and objectives" of the Iberoamerican nations are taken into account, in order to create an
"international culture of cooperation" to eradicate poverty, wars,
intolerance, hunger, sickness, ecological deterioration, and igno
rance among the participating nations.*
Again, the reality is that the interests and objectives: of any
one of the Ibero-american nations are, most likely than not, incom
patible with the interests and objectives of any other. The economic
development of Mexico, for instance, might well depend upon a
high-priced barrel of oil, which in turn would tend to retard or even
stop the economic growth of the non-oil producing Ibero-american
nations. Or, in the case of narcotics, the curtailment of the produc
tion of drugs in the drug-producing Ibero-american region might
conflict directly with the principles of sovereignty and non-inter
vention promulgated by the signatories or La Cutnbre,
It is in the economic development field, however, where the
illusions and reality of Latin America become confounded. One of
La Cutnbre declarations indicates that the external or foreign debt
experienced by the Ibero-american members is "one of the principal
obstacles to the growth and stability of the region" and that, for
many of (our) countries a fundamental economic development
factor of a clearly political dimension, !f The reference to the
external debt among the Ibero-american members really refers
mainly to Latin America in general and to Brazil, Mexico and
Argentina in particular. Most Latin American nations are consid
ered by the World Bank to be "severely indebted economies," with
the three mentioned being the most indebted.16 Spain and Portugal
are not so considered.
It is paradoxical for La Cumhre participants to refer to the
Latin American indebtedness as being clearly political. In the case
of the second largest debtor, Mexico, for instance, the debt crisis
"was the result of years of bad economic policies... such as
irresponsible public spending, which inflates the economy and
discourages private investment, an overvalued peso, which reduces
exports, and an excessive protection of local industries, which
stimulates investment in the wrong sectors."19 At the same time,
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however, it is not illusory to believe that the Latin American debt
is a tremendous obstacle to economic development to most of the
indebted nations, particularly Mexico, Brazil, and Argentina. As
Table 1 shows, the external debt of each of the Latin American
nations as or 1990, latest figures available, is staggering, with
Brazil owing over 116,000 million dollars, and Mexico and Argen
tina owing over 96,000 and 61,000 million dollars, respectively.
Table 1
Total External Debt, 1990 and as % of GNP; 1990 Total Debt Service and 1990 TDS
as % of Exports of Goods and Services; 1990 GNP (Millions USA Dollars.)

Arg*
Bol. *
Braz.*
Chile
Col.
C.Rica
Dom R.
Ecuad *
El Sal.
Guat.
Haiti
Hond *
Mex *
Nica *
Pana.
Para.
Peru *
Urug.*
Ven.

Total External Debt
Long & Short-Term
Public & Private
Used IMF Credit
Mil USA $
as % of GNP
1990
1990

Total Debt
Service
Mil USA S
1990

Total Debt
Service as %
of Exports of
Goods and
Services
GNP
Mil USA S
1990
1990

61,144
4,276
116,173
19,114
17,241
3,772
4,400
12,105
2,132
2,777
874
3,480
96,809
10,497
6,676
2,131
21,105
3,707
33,305

5,142
397
7,405
2,730
3,655
501
239
1,082
214
211
32
432
12,121
445
227
209
474
976
4,339

34.1
39.8
21.8
25.9
38.9
24.5
10.3
33.2
23.7
13.3
9.5
40.0
27.8
4.1
4.2
13.0
10.8
41.0
20.9

61.7
101.0
22.8
73.6
44.3
69.2
63.3
120.6
40.4
37.5
36.1
140.9
42.1
n/a
152.4
38.8
60.1
46.9
71.0

99,135
4,235
510,239
25,981
38,959
5,448
6,956
10,033
5,280
7,398
2,418
2,469
230,151
n/a
4,380
5,489
35,100
7,896
46,934

*Severely indebted economics when 3 of 4 key ratios are above critical levels:
Debt/GNP is 50%; Debt/Export of Goods & Services is 275%; Accrued Debt Service
to Exports is 30%; and Accrued Interest/Exports is 20%. (NonAsterisks=Moderately indebted).
Source: The World Bank, World Debt Tables, 1991-92: External Debt ofDeveloping Countries, vol. 2 (Washington, D.C.: World Bank, December, 1991).
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Table 1 also indicates other and as astonishing figures. The
total debt service of Brazil in 1990, for instance, amounted to over
7,000 million dollars, while the debt service of Mexico reached
over 12,000 millions and that of Argentina over 5,000 million
dollars, respectively. The rest of Latin America show also the debt
service in millions and thousands of millions of dollars, for one year
only!
In addition, Table 1 demonstrates vividly the devastating
burden the debt must be in terms of the potential economic devel
opment of each of the heavily indebted Latin American nations. As
a percentage of the nation's exports of goods and services, a most
important factor in a nation's economic development and growth,
the debt service appears as a real obstacle to development. In the
case of Brazil, for instance, Table 1 shows that over 21% of that
nation's exports went to service its debt in 1990. That is, for every
dollar earned through its exports, Brazil had to use twenty-one cents
to reduce its external debt.
Similarly, to service its debt in 1990, Mexico had to use over
twenty-seven cents of every dollar earned from its exports, while
Argentina had to allocate over 34 cents of each of its export dollars
for debt reduction. In this respect, other Latin American nations,
such as Bolivia, Colombia, Honduras, and Uruguay, to name a few,
were as bad or worse off as the three cases mentioned.
Finally, Table 1 shows the misallocation of resources expelienced by Latin America in 1990, in terms of the percentage that
each nation's debt represented in relation to its gross national
product (GNP). In the cases ot Argentina and Venezuela, for
instance, their external debts in 1990 represented about 67% and
71%, respectively, of their individual GNP! Other cases shown, of
course, are almost as bad. That is, each Latin American nation's
gross cost of its products and services, in 1990, included a relatively
large percent representing the cost of the nation's external debt.
1 hus, in the case of Argentina, in 1990 its debt amounted to 2/3 of
its GNP! In the case of Mexico, (42.1%) its external debt during"the
same year amounted to close to a half of its GNP.
In terms of the economic development of Latin America,
tables 2 and 3 show, on an annual basis, other and more troublesome
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figures. As 'Fable 2 indicates, Latin America's total external debt
in 1984 amounted to $371,565 millions (USA dollars). By 1990,
and after having paid over $327,000 million dollars in the ensuing
seven years, Latin America1s debt had reached the staggering sum
of $421,959 million.
Table 2
Latin America's Total External Debt, 1984 and 1990, Principal and Interest
Paid, 1984-90
Total
External Debt

Principal
Paid

Interest
Paid
1984-90
(mil USA S)

1984
(mil USA $)

1990
(mil USA S)

1984-90
(mil USA $)

371,565

421,959

121,037

Principal &
Interest Paid
1984-90
(mil USA $)

206,223

327,260

Table 3
Argentina & Mexico, Total External Debt, 1984 and 1990, Principal and Interest
Paid, 1984-90.
Total
External Debt

Principal
Paid

Interest
Paid

Principal &
Interest Paid

1984
1990
(mil USA $) (mil USA S)

1984-90
(mil USAS)

1984-90
(mil USA S)

1984-90
(mil USA $)

Arg

8,857

61,144

12,969

25,857

38,826

Mex

94,822

96,809

35,696

63,475

99,171

Source (both tables): The World Bank, World Debt Tables, 1991-92: Externa!
Debt of Developing Countries, vol. 2 (Washington, D.C., Dec., 1991).

Table 3 shows Argentina and Mexico as illustrative ex
amples of the harsh reality of the Latin American economies. As
Fable 3 demonstrates, Mexico had an external debt of $94,822
million (USA) dollars in 1984. After payments of over $99,000
million in seven years,Mexico'sexternaldebtin 1990 still was over
96,800 million dollars. This, in spite of the fact that Mexico has
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been used by the United States of America as the prime example of
how a debtor nation can reduce its indebtedness, and prosper
economically. To this end, Mexico's debt negotiations m 1989
"became the first private debt reduction agreement to be supported
by official finance."
The consequences of such an agreement, according to
International Monetary Fund analysts, were not necessai ily a major
reduction of Mexico's debt, but "a substantial reduction in Qvgrall
uncertainty (my emphasis)."20 In other words, not being able to
claim that a significant debt reduction had been accomplished, the
analysts decided that the removal of "uncertainty," whatever that
means, was a worthwhile objective. Presumably, one is to surmise,
this would bring about a flood of new investment funds to Mexico.
Similarly, Argentinahad in 1984 an external debt of $48,800
million dollars. However, by 1990 Argentina's debt amounted to
more than $61,000 million! These are the realities of Latin America
that the leaders of the First Ibero-American Summit failed to point
out to the people of Latin America. The reality is that Latin
America's economic development is a function of an unpayable
external debt, notwithstanding the "Brady Initiative" and the plight
of the Latin American people.21 Ironically, Spain is one of the only
two donor countries (Austria is the other) which, as of October,
1991 have refused to forgive "any Official Development Assistance
loans" to developing nations.2"1
It might be possible for some Latin American "heavily
indebted nations" (Argentina, Brazil, Mexico) to continue piling up
their respective debts, while paying off huge amounts of dollars in
interests. However, the suppressed inflationary forces of demand
for higher prices and salaries will, eventually, force the Latin
American nations to come to terms with their untenable situation.
The Mexico-United States border will be the first to reflect
the economic and negative impact: strikes, international trade
disruptions, "anti-Yankee" demonstrations, social unrest, and po
litical instability will exert a tremendous pressure on most if not all
of the municipalities along the 2000-mile border.
Local, state and federal governments on both side of the
border will need to re-evaluate their respective and historical
relations to ameliorate the undetermined consequences. Somehow,
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the less-restrictive if not free flow of goods, people, and capital must
be seriously considered by both parties, Mexico and the United
States, if a catastrophe of unknown magnitude is to be averted.
Solutions, of course, are not easily available. Atone extreme, a well
known political writer and pretender to the United States presidency
has suggested that Latin American nations should be allowed "to
default if they wish (and) let the banks take the hit (and) let the
people of Latin America choose Peromstas or generals or populists
or socialists to rule them—and let them face the consequences of
their decisions."23 At the other extreme, another writer suggests
that, "as a friendly neighbor gesture" the states bordering Mexico,
such as Texas and California, "offer to purchase some of the
sparsely populated and undeveloped Mexican land if the Mexican
government was willing to sell it to help fund Mexico's economic
development."24
In between, the World Bank and the Brady Plan have taken
the "reduction with growth" approach. Obviously, the first two
extreme solutions reflect the ignorance that the writers have about
Latin America and its politics. Either suggestion would bring about
chaos and/or revolution to Latin America, and unknown social,
economic, and political consequences to the United States in gen
eral and to the border area in particular. The middle ground solution
does not seem to be working that well either, as witness the appalling
indebtedness still experienced by Latin America after years of debt
servicing.
The real solution still hinges on the fact that the indebtedness
of these nations, regardless whose fault it is, remains unpayable and
must be reduced, at least in half, one way or another. With the
reduction one would also expect the nations in question to abandon
the decades old government intervention in the economy, and allow
the free market forces to operate as freely as possible. The
privatization of state-owned enterprises would eliminate the huge
financial losses and government debts, corruption of government
officials, and declining living standards traditionally associated
with Latin-american polities.
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South of Mexico, but still relatively closer to our border
area, Central America is not only politically undeveloped, but
economically bankrupt. In 1990 (latest figures available), the total
external debt of two of the Central American nations (Guatemala
and El Salvador) amounted to almost 1/3 and 1/2 of their respective
gross national product (GNP), and over 70% of the GNP of Costa
Rica. In the cases of Honduras, Nicaragua and Panama, their total
external debt exceeded their individual gross national product, 25
Like the rest of Latin America, these nations must devote a rela
tively large percent of their export earnings to service their external
debts, which represent an unsurmountable barrier to their economic
development. If we consider that the terms of trade are usually
negative to the exporter of primary commodities, i.e., the selling
price of primary commodities tend to be less relative to the cost of
manufactured and/or industrial goods, then, Central America and
most other Latin American nations would not be able to utilize their
exports as much as the industrialized nations do to further develop
ment.
Reduction of the debt per se, of course, is not enough. A
recent report by the World Bank concerning the complexities of
development defines the latter in terms of the quality of life, which
"encompasses, as ends in themselves, better education, higher
standards of health and nutrition, less poverty, a cleaner environ
ment, more equality of opportunity, greater individual freedom, and
a richer cultural life."26 At first glance, these are, or ought to be,
given policy objectives. But, in Latin America in general and
around the US-Mexico border in particular, they are far from being
either proposed seriously or implemented. A recent and new index
of development, Human Development Index, published by the
United Nations indicates the relative rank of Latin American
nations among the 160 ranked.27 The index takes into account the
human aspect of growth in terms of longevity, knowledge, and
income. As Table 4 indicates, Latin America is greatly in need of
development, and La Cumbre representatives failed to mention the
reality of the region. It is interesting to note that Central America
and Mexico, the Latin American nations closest to the US-Mexico
border rank relatively low in terms of human development.
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Table 4
Human Development Index: Latin America Among 160 Nations, Highest to
Lowest Rank, 1991. (lowest index number, highest rank).
Rank

Nation

Rank

Nation

32
38
40
43
44
45
54
60
61
62

Uruguay
Chile
Costa Rica
Argentina
Venezuela
Mexico
Panama
Brazil
Colombia
Cuba

73
77
78
80
85
94
100
103
110
125

Paraguay
Ecuador
Peru
Dominican Rep.
Nicaragua
El Salvador
Honduras
Guatemala
Bolivia
Haiti

Source: United Nations Development Programme, Human Development
Report 1991 (N.Y.: Oxford University Press, 1991), pp. 139-40.

The US-Mexico border has a great stake in the human devel
opment of Latin America. It behooves us to bring the realities of the
area into the open. Illusions might be necessary as beacons to point
the way to progress, but reality is needed to see the road. As recently
indicated by Toshihiko Kinoshita, Loan Department Director of The
Export-Import Bank of Japan, Latin America's debt problem is not
only a financial one. Its solution requires an economic growth
sustained by domestic and foreign investment, political stability,
good management, and the necessary infrastructure coupled with an
also good educational system,28 Ironically, and to some extent, the
last three conditions for economic development can be said to be
lacking in the border region. The socio-economic conditions along
the US-Mexico border is not the subject of this essay. However,
suffice it to say that, poor management on the part of both, Mexico and
the United States, has resulted in the lack of a basic infrastructure at
the border—roads, sewage and water-treatment plants, adequate
bridges, air, rail and road border connections, pollution of the Rio
Bravo, etc., while educational and health facilities have been and are
awfully inadequate.
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The Cumbre magistrates, from Salinas de Gortari to Fidel
Castro, including Spain's King Juan Carlos, and even our own
ruling elites along the border, must bring to our people a clearer
notion of the realities of Latin America. Perhaps, then, we at the
border and "they" south of it, can begin to meet thechallenge ahead.
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