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Introduction

¥ Latin America (LA) encompasses a very complex and
diversified group of countries and realities.

¥ Generalizations about LA are very risky.
¥ Availability, reliability and comparability of data are very low.
¥ This presentation needs to be limited to a few short minutes.

¥ So, only very large tendencies will be addressed and
consequently

¥ The specific situation of some Latin American countries will
likely be misrepresented in some of the generalizations
made ahead.
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1. What matters most for Latin American countries?
¥ Development is what matters most for LA countries.

¥ (Underdevelopment is an obvious common feature that
unites Latin America.)

¥ It is true that @evelopmentOis nowadays an outmoded
concept and policy motto (objective), but it is still needed,
although some rekindling may be necessary.

¥ Reality and new developments of mainstream economics
(new growth theories) are discrediting the efforts to prove
that there is no need for a theory of development (because
all economies were supposed to be equally developed,
unless there was some artificial tinkering with the functioning
of markets).

¥ Let® explore what were the roles or functions of STI policies
In each of the main development phases of Latin America.



2. Latin America @ development phases and STI policies



2.1. Searching for development through growth (~1950-1980)



2.1. Searching for development through growth (~1950-1980)

¥ Import substitution industrialization (infant industry
protection, state support for private investment, public
enterprisesk ) (<= ECLAC development theory)

¥ (During the decades after World War Il, industrialization was
seen as the way to absorb modern technologies, social
relations and institutions, and, therefore, to develop
backward economies.)



2.1. Searching for development through growth (~1950-1980)

¥ Implicit STI policy :

¥ Promotion of industrialization (i.e., absorption of capabilities
of production of manufacturing goods)

¥ In general, politicians, policymakers and economists shared
a naeve belief that industrialization (the assimilation of
capabilities of production) would naturally bring about the
(ndustrializationOof the technical change process (i.e., the
development of innovation capabillities).



2.1. Searching for development through growth (~1950-1980)

¥ Explicit STI policy :

¥ Promotion of R&D capabilities and activities, universities and
research institutions, and S&E personnel formation.

¥ Supply side STI policy (disconnected from the industrial
policy)
¥ Inspired by a science-push or linear model of innovation

¥ (Research => Advancement of knowledge => InnovationQ

¥ (The country that contributes to the advancement of
knowledge is the one that appropriates its fruits.Q)

¥ (Gtack the shelves of knowledge or technology. As times
goes by the demand will emerge and meet the supply.Q



2.1. Searching for development through growth (~1950-1980)

¥ Conseguences .

¥ Industrialization processes and economic growths were
relatively successful (especially for countries like Brazil and
Mexico b @niracle economiesOduring the 1970@).

¥ Latin America was perceived, at that time, as Asia or
Southeast Asia is today.

¥ However, the GndustrializationOof the technical change
process was mostly a failure.

¥ The growth momentum was lost by the end of the 1970G.
¥ Poverty and inequity remained elevated.

¥ The supply of knowledge seems not to have met the
demand.



A conceptual interregnum

(How to understand the relationship between growth based
on the extensive absorption of capabilities of production
and the loss of economic dynamism and the persistence of

iInequity?)



Spurious
Competitiveness

Authentic
Competitiveness

Ability of a country to susta in and
increase its share of international
markets only at the cost of
jeopardizing its (present or future)
population’s standard of living.

Ability of a country to sustain and
increase its share of international
markets in the medium and long
run, and, simultaneously, enhance
its population’s standard of living.

Price competition

Technological competition

Low wages, natural resources
depletion, and state subsidy or
protection.

New or improved products,
processes or services.

Passive Learning

Innovation

—

DEVELOPMENT :>

Source: Viotti, E. Technological Learning Systems, Competitiveness and Development, IPEA, 2004. <www.ipea.gov.br/pub/td/2004/td_1057.pdf>




2.2. Searching for development through efficiency (~1980-
2000)



2.2. Searching for development through efficiency (~1980-
2000)
¥ Liberalization (deregulation, privatization, lowering or

removal of barriers to trade, attraction of FDIE ) (<=
Washington Consensus)

¥ Implicit STI policy :

¥ The expectation that just by freeing markets competitive
pressures would build up and, consequently, firms would be
compelled to innovate.

¥ The attraction of FDI was also expected to contribute to
stronger and faster processes of absorption and generation
of technologies.



2.2. Searching for development through efficiency (~1980-

2000) _
¥ EXplicit STI policy :

¥ Education, mainly primary and secundary education, was
seen as a kind of panacea.

¥ Strengthening of intellectual property regime (internalization
of TRIPS)

¥ Promotion of entrepreneurship and incubators.

¥ nnovationOwas introduced in the policy discourse, but seen
more as consequence of the right set of positive and
negative incentives.

¥ Promotion of R&D activities, and not so strong support for
public universities and research institutions.

¥ The linear model remained very much influential, specially in
the academic community, and was reinforced by the almost
absolute predominance of neoclassical economics and the
rising of the Mew growth theoriesO




2.2. Searching for development through efficiency (~1980-
2000)

¥ Conseguences .

¥ Growth and technological development were a failure with
very few exceptions.

¥ Regressive specialization was seen in international trade:
labor intensive or natural resources intensive products
Increased their shares in countriesCexports.

¥ Poverty and inequity remained at very high levels or
worsened (in spite of the anticipation that the contrary would
happen with the removal of state interventions, which were
supposed to be one of the most important reasons for the

poverty and inequity typical of the import substitution
period).



2.2. Searching for development through efficiency (~1980-
2000)

¥ Political consequences

¥ Relative widespread disillusionment with the promises of the
Washington Consensus.

¥ Election of administrations in several Latin American
countries with political platforms that tried to dissociate
themselves from the Washington Consensus agenda and
sought ways to build a more inclusive type of development.



A graphic interregnum
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Comments on the graph:

The decline in relative productivity after 1980 is an indication
of a very poor process of technical change, and also of
spurious competitiveness and unsustainable development.



2.3. Searching for a new type of development (~2000 and
beyond)



2.3. Searching for a new type of development (~2000 and beyond)

¥ Mixed or undefined paradigm of policies

¥ (Some countries maintain orthodox fundamentals and others
experiment with heterodoxy, but social or compensatory
policies are usually assuming a larger role in both.)

¥ Implicit STI policy :

¥ Not possible to discern yet.
¥ Explicit STI policy :

¥ Usually characterized by a kind of experimentalism with a
myriad of different programs and instruments frequently
without clear definition of national strategies and priorities or
even without much coordination.

¥ The leeway for policymaking is very much constrained by
the mobility of capital, goods and even services
characteristic of globalization, and by WTO rules.



2.3. Searching for a new type of development (~2000 and beyond)

¥ Explicit STI policy :

¥ Innovation takes on a growing importance in the policy
debate and this debate shows an increasing realization that
It was also naeve to believe in the mergence of a strong
process of innovation solely as a natural consequence of
openness, strengthened IP regime and larger flows of FDI.

¥ Higher expectations of the role universities and public
research institutions could have in the process of innovation.

¥ (Some countries are introducing legislation inspired by the
US Bayh-Dole Act or the French innovation law.)

¥ (These expectations some times seem to be overrated, as if
It were possible for universities and public research
Institutions to become midwives of innovation, compensating
for the lack of innovative firms.)



2.3. Searching for a new type of development (~2000 and on)

¥ The systemic approach makes important inroads among
policy analysts and policymakers, but this approach is more
easily absorbed in the setting of policy objectives than in the
design or practice of effective policies.

¥ The linear model was not displaced and remains a strong
iInfluence and, frequently, traditional support for R&D,
iInspired by that model, emerges as a way to supposedly
Implement objectives set by systemic analysis. (Recall that
the WTO prohibition of subsidies does not apply to R&D,
and could be applied to much of the other instruments of
policy support for innovation in firms.)
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3. Current challenges for STI policies in Latin America

¥ The main challenge is to contribute to moving Latin America
towards sustainable development (sustainable in social,
environmental and economic terms).

¥ (Development cannot be focused mostly on the economy, as
It was in the past, nor can it be centered on the social or
environmental aspects without consideration for the
economic ones, otherwise it will not be sustainable.)

¥ (Sustainable development is not possible without authentic
competitiveness, and without science, technology and
Innovation.)

¥ STI policies and the community involved with STI are
challenged to shoulder the responsibility they have for the
unfolding of sustainable development.




3. Current challenges for STI policies in Latin America

¥ STI policies are challenged to leave the academic ghetto
(comfortable with the linear model) and become fully
integrated with economic, social and environmental policies
(being socially responS|bIe and incorporating the systemic
approach effectively).

¥ The challenge to establish a process for setting the research
agenda bearing in mind its relevance for sustainable
development of LA countries.

¥ (Criteria of research relevancy should have at least the
same weight as the criteria of scientific competency or
excellence in project selection and evaluation.)

¥ (Diehard pure scientists could and should be co-opted for
strategic research or research that is in the Pasteur@
guadrant, as Stokes put it.)



3. Current challenges for STI policies in Latin America

¥ The challenge of moving STI policies far beyond R&D policy,
including, in particular, actions to increase the capability of
firmsCand (public) institutions to absorb and generate
Innovations.

¥ (Support for adaptation and improvement, manufacturing
extension, technical assistance, demonstration and
diffusion, networklng of producers suppliers and labs, and
benchmarking should also be considered essential elements
of STI policies.)

¥ Going beyond R&D requires an effort to broaden the
constituencies that support STI policies. (It cannot remain an
almost exclusive preserve of the academic community.)

¥ Transnational corporations (which occupy such important
positions in the most technological dynamic sectors of LA
economies) should be challenged by STI policy to give a
larger contribution to local technological development.




3. Current challenges for STI policies in Latin America

¥ STI policy community (well represented at this gathering)
should also face and contribute to the challenge of
expanding the leeway for policymaking, as, for instance, in
the case of intellectual property.

¥ This is a very tough set of challenges, but the fight is
necessary and worthwhile, | believe.



