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In the XXXVIII Lecture of the Lecture Series of the Americas entitled In Search of Solutions to the Financial Crisis: Measures Taken and Future Challenges, Alicia Barcena, Executive Secretary of the Economic Commission for Latin America and the Caribbean (ECLAC), shares her views on the current financial crisis and its impact on the future.  

She begins by explaining that this crisis is unlike any other for Latin America.  This is the first time that Latin America has entered an economic crisis from prosperity, with solid politics, flexible exchange rates, high foreign reserves, and a surplus in the balance of payments. It is also the first time that an economic crisis is being viewed from the standpoint that everyone must work together for a global solution.

Barcena contends that there is a “new normality” that will arise from the current economic crisis, characterized by a lower level of economic growth, a “jobless recovery,” a new political axis featuring the United States and China, and a rise in protectionism.  In the case of Latin America, Barcena emphasizes that the countries are recovering at different rates but most have managed to implement effective counter-cyclical fiscal policies.  In terms of growth, it is expected that by 2010 most countries will have returned to a rate of 3-4%.  Barcena worries that “jobless recovery” will force workers into the informal sector, creating higher levels of poverty and indigence and especial challenges for women and children.  

Barcena highlights two forms of protectionism that will affect the recovery of the global market:  the first is the traditional form of buying domestically and refusing to purchase foreign goods;  the second occurs in the financial and credit markets.  Financial protectionism will reduce investment in developing countries until a multilateral regulatory system aimed at better global stability renews confidence in the investment market.

In order to confront the financial crisis, Barcena states that there need to be legitimate global political bodies that reflect the needs of all the international community and that are inclusive, sustainable, and universally accountable.  She states that, in the past, a few developed nations controlled the world order, while today, the G-20 and the United Nations Economic and Social Council (ECOSOC) offer new opportunities for global representation.  The G-20 recently transferred 5% of the rights to vote from the over-represented developed countries to those that were underrepresented, and reiterated the importance of employment and equity in society.   Within the United Nations, there is a proposal to elevate the ECOSOC to the same level as the General Assembly, and ensure fair regional representation in social and economic analysis and in the creation of objectives and political instruments.  

Barcena states that international and regional financial institutions, such as the World Bank, the International Monetary Fund (IMF), and the Inter-American Development Bank (IDB), are essential for creating a new economic and financial system.  These institutions must provide liquidity on a global scale in a counter-cyclical and inclusive manner.  To do this, they need a larger financial base for loans and the ability to resolve the problem of over-indebtedness through the restructuring of payment schedules.  Regional institutions have the added responsibility of compiling and synthesizing macrofinance information, developing early alert systems, and adopting shared regulatory systems in the distinct sub-regions.        
Barcena also addresses climate change as a challenge in the “new normality.”  She says that it is necessary to create a new economy that is less dependent on carbon emissions and states that both multilateral agreements and unilateral initiatives are necessary.  In the case of Latin America, she points out that countries can choose to make climate change another restriction to development or use it as an opportunity to renovate existing infrastructure, improve production processes, and create more efficient public transportation.

The structure of the State is vital to economic success under the “new normality.”  Barcena believes that Latin America has already made great strides in reducing populist spending and the public deficit, and in enacting measures to reduce the size of the State and the degree of economic intervention.  For the coming era, Barcena says that countries need to forget the old neo-liberal dichotomy of laissez-faire or State-controlled economics.  She believes an effective market will only come about through proper controls by the State, where each nation will have its own equilibrium and best practices.  The State should provide public goods in a manner that makes them not an owner, but an equal provider with the participation of the private sector.  It should have the legitimacy to arbitrate between the various interests in a society and the power to confront the enormous influence of major corporations.  

According to Barcena, taxation is one of the biggest challenges to public welfare in Latin American states.  Taxes are not only below the needed level, they are also collected from sales tax and other indirect taxes that exacerbate economic regression.  Countries must have democratic and equal policies with legitimacy and long-term thinking, which allows for the participation of the most vulnerable sectors of society in the benefits of economic growth.  

To conclude, Barcena believes in a macroeconomic strategy that emphasizes equality in order to grow, and growth for better economic equality.  She challenges the State to close the gaps in productivity, provide a basic level of income transfers, healthcare, and education, and enforce a transparent agenda vis-à-vis the private sector and the citizens.  She urges the continuity of political institutions to serve the people, and a viable fiscal policy that focuses on civil and social rights.  Lastly, Barcena reiterates that a State structure that is unable to carry the burdens of the “new normality” will compromise its future.        
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