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Summary

Thistripreportisvery long by any standards, because there is substantial descriptive content about
the research centres | visited, most of them for the first time. Getting tha information down in
writing isimportant for my own work, but | can’t seetoo many other pegple wading through this
information. A major objective of my trip was to inform myself about the kind of research being
doneintheregionin areas of interest to the Trade, Employment and Competitiveness Pl, and this
conditions the type of information found here. Theresearch centres visited are involved mainly in
economic research, but many of them (CIEPLAN, CEPAL, CEDES, FLACSO-Argentina, CINVE,
GRADE, University of Havana...) have more general research agendas, including issues of social
policy. People from TEC or other Pls who plan to work with these research centres should find
useful informaiton in thistrip report, on a case by case basis.

| al'so undertook project development and monitoring activities in each of the countries visited.

In Chile, two of our projects with ECLAC in Chile (*The New Latin American Model” and
“Industrial Restructuring”) arejust getting under way. Theformer isvery ambitiousin what it seeks
to do, but should yield very interesting resultsiif it succeeds.

In Argentina and Uruguay, | attended two project development workshops, along with Rohinton
Medhora. Thefirst of these was on trade negotiationsin the WTO era, and should lead to aresearch
network in Latin America. The intent isto have similar, but separate networks also in Africaand
Asia. The second workshop was on regional integration in the MERCOSUR region, and the
contribution which general equilibrium modelling could make to the policy discourse. The upshot
was that we may offer limited support for this sort of research, but would like a better view of the
issues and methodological options for addressing them.

In Peru, the principal agendaitem was to initiate discusssions on how the Peru Consortium might
evolve in a subsequent phase of support from IDRC and CIDA. Thiswas a ground breaking
exercise, but avery useful one. Theball isnow inthe Consortium’ s court to come up with aformula
for value added and sustainability.

| also discussed the “Mining and the Community” project with different people in Chile, Uruguay
and Peru.

Cuba was my most interesting visit, and | think IDRC will be able to make a very valuable
contribution through support of a research program on the Challenge of Cuba’ s reintegration into
the world economy.
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Persons met: Gert Rosenthal (Executive Secretary); Dietrich Von Graevenitz (Chief, Project
management); Vivian Mota (Oficia de Asuntos Sociales); Vivian Ventura Dias
(Chief, International Trade Unit, Division of Trade, Transport and Finance)

Object:  About CEPAL

File: CEPAL
Date: April 17, 1997
General

1. CEPAL is one of 5 UN economic commissions worldwide It will celebrae its 50th
anniversary in 1998 and harbors about 180 professionals, about 2/3 of which are economists. It
distinguishesitself from the other economic commissions by its character as aregional think tank.
About 2/3 of itswork can be described asanalytical in nature, and 1/3 “operational” (consisting of
training, technical assistance, and the like). The ratios are the opposite for ESCAP (Asia) or ECA.
CEPAL defines and structures the economic debate in Latin America and the Caribbean.

2. Theemphasisfor most of CEPAL’ s history hasbeen macro-economic inorientation. Thisis
starting to change. Among CEPAL’s 8 divisions, two now devote over half of their resources to
analysis of firms and institutions at amore micro level.

CEPAL and IDRC

3. LikelIDRC, CEPAL gives alot of importance to networking with naional research groups.
External funding is used for this. IDRC has supported CEPAL’s information services section
(CLADES) for about 15 years, in addition to our projects with Jorge Katz and Barbara Stallings
(reported separately below). Other donors have included CIDA, the Dutch, the Germans, Italy, and
others to a more modest degree.

Research programs

4. CEPAL isorganized by Divisions, of which there are 8. See the organigram which | brought
back. | also have the PWB for 98/99. Not very exciting reading, but it does serve as a reference of
sorts. I'll put it in the library institutional files. Von Graevenitz spoke to me of some new areas
CEPAL would like to move into, including the area of regulatory frameworks, in the context of
recent privatizations and economic governance (competition policy).

Social policy

5.  Vivian Motadescribed some of CEPAL’s activitiesin the area of socia policy to me.

For one, they have atraining program on the evaluation of social policy reforms. Secondly, they
have a$1.126M project with GTZ titled “ Reformsto Social Policy Management in Latin America
and the Caribbean.” It will involve 8 countries, over atwo year period. The project isjust starting.
The responsible officer is Ernesto Cohen. The approach isto do one policy issue in each country.
For examplein Mexico, they arelookingat aprogram of food distribution which reaches 12 million



Réal Lavergne TR-97/1: April 1997, Santiago, BA, Montevideo, Lima, Havana Page 3

people. E-Mail addresses are vmota@eclac.cl or ecohen@eclac.cl. MsMota suggeststhat messages
for Mr. Cohen be sent through her.

6. The other activity well worth mentioning is the production of the Social Panorama
publication. | am bringing back issues for 1995 and 1996 which | will share with Daniel Morales
Gomez, along with some other documents, The Equity Gap (also very good, and very recent - 1997)
and Family and Future. | |eft a copy of Social Panorama 1996 with Marcos Lorenzelli for the
Montevideo office. | also It him a copy of a documentation list produced by the Social
Development Division.

International Trade

7.  CEPAL’sdivisiondealingwithinternational tradealso coverstransport andfinance. Thereare
three separate units, and these are not very well integrated. As an order of magnitude, there are 8
professionalsin trade (including 3 seniors) and 5 or 6 in each of the other two units. Ventura says
the division has fewer resources than other divisions, and bases its work on wark by others.
However, sheis quick to point out that their work has a different orientation than that of the WB,
being closer to that of UNCTAD in terms of approach.

8.  Theyarefollowingtheexampleof thesodal policy group, by producing anannual “ Panorama
de la Insercion International de America Latina y el Caribe” (not available in English), which
appeared for the first time in 1996. This is evidently absorbing most of CEPAL’ s resources, but
strikes me as a very good use of resources.

9. Ittermsof orientationsfor the future, they would like to collaborate with UNCTAD to work
on employment and competitivenesspolicies designed for countries to take better advantage of the
opportunities opened up by the globalization of the world economy, and better manage countries
new obligations under the WTO. Asagenera statement, this sounds very much likewhat the TEC
Pl wants to do, but thereisalot of work to do in defining what this involves. This subject will be
covered in their next Panorama. Their contact in UNCTAD is Murray Gibbs
(Murray.Gibbs@unctad.org), who ischief of their Trade unit. See chapter 3 in the 1996 Panorama,
to get a sense of their concerns.

10. They are also working on the FTAA (Free Trade Agreement for the Americas or ALCA in
Spanish). That initiative has 11 working groups going, under atripartite committee consisting of
CEPAL, IDB and the OAS. OAS has ageneral mandate. IDB isworking on rules of origin, market
access... CEPAL isworking on trade in services, small economies, investment, and competition
policy (only as an observer in this case). There have been several vice ministers meetings, and two
ministerial meetings (Denver in June 1995; Cartagenain March 1996). The next Ministerial meeting
will bein Belo Horizonte in May 1997.

Follow-up:
- suggest to Daniel Morales-Gomez that ASPR inform itself further on CEPAL’swork inthe
area of social policy. Share documentation with him.
- maintain contact with Vivian Venturaon Trade issues.
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Persons met: Gert Rosenthal (Executive Secretary); Dietrich Von Graevenitz (Chief, project
management unit); Raul Atria (Senior regional advisor, extra budgetary resource
mobilization unit); Jorge Katz (Regional advisor, Divison de Desarollo
Productivo y Empresarial, responsible for technology module); Jiirgen Weller
(Economic Development Division); Graciella Moguillansky (Economic
Development Division); Joe Ramos (Division Chief, Division de Desarrdlo
Productivo y Empresarial); Barbara Stallings, Division Chief, Economic
Development Division and project leader.

Object : Project monitoring: “New Latin American Model” and “Industrial
Restructuring”

File: 02898/95-0408; 03077

Date: April 17 and 27, 1997

1. Thiswas my first direct contact with ECLAC on this project. | met with most of the group
first, in the project leader’ s absence, then met with the project leader on a return swing through
Santiago.

Operations

2. My meeting with Graevenitz and Atria covered operational issues. | am bringing back the
signed original of the MGC. The first payment has now been received. Graevenitz explained that
the consolidated financial report we had asked for could not be provided because they cannot inform
us formally of expenses against a third source (the Dutch). This could only be done with a trust
fund, which constitutes a single account, signed by all the donors involved.

Delays

3.  Rosenthal explained that they had | ost approximaely ayear inlaunching the project duetothe
imbroglio on CIDA funding. He says they had received a commitment from IDRC, and had not
beeninformed that thiswouldinvolve CIDA funding until later. Thesituation led to repeated del ays,
and somefrustration on CEPAL’ s part. Onlywhen the CIDA funding fell through did they approach
the Dutch, who fully filled the gap. Rosenthal said CEPAL was not seeking additional funding from
IDRC at thistime.

4.  Barbara Stallings explained to me that delays in the project were also due to slow project
development in house. She blames some of this on Rosenthal’ s trepidations in doing something
innovative. Bethat asit may, getting this project launched has taken her two or three years, which
isalong time considering that contradsin CEPAL are normally two years renewable. She assured
me that she would be seeing the project through to its completion, however.
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Funding issues

5. Von Graevenitz asked if supplementary funding might still be available from IDRC. They
could use this to cover the environmental side, or to pay greater attention to agriculture or small
industry. [Evidently, his group has some responsibility for raising fundsfor CEPAL] | thought this
would be difficult at this stage, and would have had to be built into the project from the beginning.

6. Barbaraexplained to me that the strengthening of the dollar relative to the Dutch Florin had
led to a substantial exchange loss of about $100k, which will have to be made up somehow.

7. Regardless, it became clear from discussions anong the program team that the IDRC and
Dutch funding are quitemodest compared to what they want to do. Recall that therearefive modules
to be donein each of 9 countries, at an average cost of 10-15k per module. As Kaz summarized it,
there are three formulas for corntract research in Latin Americatoday: for 6-10,000, you get a
researcher part-time for 2-3 months, to produce a paper based on past work; for 30k, you can have
new work done on an existing data base; for 100k, you can undertake data collection as well.

Priorities and leveraging

8.  Becauseof thisand the ambitious nature of the project, the IDRC and Dutch funding is being
used as seed money, and additional funding is being sought from other sourcesin each country, to
undertake field work or new analyses. This involves high transactions costs for the team, but it
should help cement networking relationships and stimulate demand for the output at the country
level. For example, in Peru, some funding is being obtained from four different business
associations. In Colombia, they are negotiating for a 50K contribution from Colciencias.

9. | got arather different spin on how this would be done from the other team members than |
did from Barbara, and this may say something about communications within the team. The general
ambition as | understood it before speaking to Barbara was to do something which is more than a
synthesisof existing knowledge, by adding new perspectives on each of the modules through field
work or new analyses, in at | east some countries. Ramos gave an example of thisfrom hisown area.
Productivity tendsto be estimated from national incomestati sticsand househol d surveys, separately.
However, the work would be much morereliable and enriching if asingle set of data resulting from
establishment surveyswasused. With extrafunding in someof the countries, thiscould bedone. The
end result could be amuch larger program than originally envisaged. Still, thiswould be much less
than was spent on the Asian Miracle project (by a factor of 10 says Katz, though | assume he is
guessing).

10. However, as Barbara Stallings explainsit, it is only the investment module which would be
pursued in greater depth than the other modules, in all countries. The focus on investmernt isfelt to
be the best way to show how the economic reforms are having animpact at themicro level, and data
on investment will obviously provide input into the employment and technology modules.
Investment is where the impact of the reforms would be most visible. Barbara felt that more raw
material already existsin the other modules.
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11. In any case, the story from everyone is that the project will try to target “pockets of
opportunity” to secure complementary funding or savings wherever possible.

12. Getting a clearer picture of micro impads is fundamental for Barbara in demarcating this
project from other work, including the Asian miracle project and current work being done under
Eduardo Lora at IDB. Lorais developing indices of economic reform and relating these to macro
results, in typical WB style [I have the results of Lora’ s work now, if anyone wanted to seeit].

The project team

13. Theproject team consists of CEPAL professionalsresponsiblefor each module plusten or so
professional making other contributions. Then thereisa coordinator for each country. Therewas a
meeting of country coordinators on March 12-13. When one takes account that there will be a
minimum of fiveresearchersper country, and 9 countries, onerealisesthat thisisahuge networking
proj ect, requiring fundraising and hands on monitoring of each country study by the CEPAL team.
Members of the team have taken on shared responsihility for specific countriesin addition to their
modules. For example Graciella Moguillansky, has a specia responsibility for Peru. She has
longstanding relationships with many members of the Consortium through her work with them on
economic monitoring of the Peruvian economy (coyuntura).

14. Thefollowing people are heading each of the five modules:
a Barbara Stallings for Module 1 on theinternal consistency of the reforms
b Graciella Moguillansky for Module 2 on Investment
C. Jorge Katz for Module 3 on productivity
d.  Jiirgen Weller for Module 4 on Employment
e Sam Marley for Module 5 on Equity and Social Policy.

15. Thereareasotwo advisory commissions. Oneisan external one, consisting of five highlevel
and internationdly recognized people, as follows:
a Nancy Birdsall, IDB VP
b. Guillermo Perry, Chief Economist for L.A. at the WB (replaced Sebastian Edwards)
C. Dorothea Werneck, former IPEA economig in Brazil, then Minister of Labour, Industry
and Vice Minister of Finance, now president of a bank
d.  René Cortazal, formerly of CIEPLAN, Minister of Labour under Elwyn, now head of
the national TV station
e. Juan Antonio Morales, former director of 11SEC, now president of the Central Bank in
Bolivia

16. Barbara s successin mobilizing this team testifiesto the buy-in that there is for this project.
According to Joe Ramos, everyone on Barbara's list of first choices accepted to be on the
commission. Note that the IDB and WB are both represented at very high levels. Other links also
exist with the IDB on a personal and informal basis. Sam Morley of the IDB is aso joining the
project, as one of the module leaders.
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17. The other commission is internal, consisting of the Division Chiefs. This is considered
important to consolidating the project as an inter-divisional undertaking.

18. The countries and country team leaders of the project are as follows

a Chile: Ricardo Ffrench Davis, formerly of CIEPLAN, not with CEPAL

b Argentina: Oscar Altimir, of CEDES

C. Brazil: Renato Baumann, of CEPAL, in Brazilia, with Eduardo Amadeo of PUC

d. Colombia: Mauricio Cardenas of FEDESARROLLO

e Bolivia Luis Carlos Jemio, head of UDAPE, a semi-government/semi-private think
tank (has worked on GE in the Netherlands)

f. CostaRica: Anabelle Ulate, head of the Economic Research Institute at the Univasity
of CostaRica

g. Jamaica: Norman Girvan, UWI, Director of Graduate Research Consortium

h. Mexico: no-one selectedyet. They are interviewing 4 people, and asking for awritten
note from each on how they would proceed in Mexico.

I Peru: Negotiationswith Richard Webb |00k like they may fail. Webb hasjust returned
from Washington, where he was involved in writing a history of the World Bank, and
hasanumber of other activitiesinthe pipeline. An aternative would beJavier Escobal
of GRADE. More on Peru later.

19. Asmight be expected, all isnot smooth sailing in aproject such asthis. CEPAL isknown for
the fiefdoms which each of its departments represents, so it is not easy mobilizing people for an
inter-departmental project. Besides that is the problem that individuals do have their own agendas.
| think thisiswhat explainsthe idea of team members that different modules might receive greater
attention in different countries. A challengefor Barbaraisto avoid that the project becomeall things
to al people, detracting from the overall objective to “model” recent trends in economic
development in Latin America.

20. One problem for Barbara is the lack of a strong deputy-leader. Jorge Katz is the only one
senior enough to play that role, but he has hishandsfull juggling three different projectsat thistime
(thisone, the IDRC project on industrial restructuring, and a GTZ project on institutional reforms
to support market reforms). Combine this with Katz's penchant for a particular type of research
which is different in approach from the one in this project, and it becomes impossible for Barbara
to rely on Katz for co-leadership. See note on discussions with Katz below.

Terms of reference for the modules

21. Thelack of terms of reference for the modulesisillustrative of the flux in which the project
il finds itself. Barbara saysthat draft terms of reference had been prepared, but that substantial
revisionswere required following internal meetings and the country leaders meeting on March 12-
13. She says these medtings were the spak that finally gal vanized peopl e to begin communicating
more closely with each other. However, the TOR now need to be revised to take account of that
discussion. She will share those with me in about a month, when they are ready.
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Environment

22. | asked Barbara how environment would be dealt with in the study, after all. Asthefileswill
show, a part of the IDRC’ s funds were originally intended for work on environmental policies. In
discussing this further with Barbara, | had shown substantial flexibility, leaving it to CEPAL how
best to account for environmental issuesin the project. However, it remainsin objectives b) and j)
of the MGC, and we should make sure the issue is not neglected. She said the investment module
would include observations on environmental considerations as pat of its TOR, as woud module
1, in determining the consistency and satisfactorinessof the policy mix. | suggested that the concept
of consistency should be interpreted in terms of sustainability, which would point one squarely in
the direction of environmental considerations. Her response to thiswasthat sustainability in LA is
associated more with social sustainability. My guess is that environmental issues will not get as
much attention as we might like, but that remains to be seen in practice.

Peru

23. Stallings described her difficulty in recruiting someone to lead the Peru study. Furthermore,
one of her CEPAL “colleagues’ has gone ahead on his own in launching work on the investment
module in Peru, even before a Peru coordnator has been sdected. From what | could gather, this
person has secured independent funding for this, and is not doing this in the context of the New
Model project (she sayshe “stole” the project), but then how will the results be integrated back into
the project? Besides, she says, the person selected to do the work in Peru (Alberto Campodonico)
IS not very strong. Carlos Y uste says he heard that the choice was made on the basis of personal
friendship with the CEPAL person.

24. The other issue in Peru, is that negotiations with Richard Webb are not going very well, as
noted earlier. Barbara thought that Javier Escobal might be a better choice in the end, and | asked
Carloswhat he thought of this. He thought Escobal would be an excellent choice, and that | should
recommend him myself, as PO responsible for the Consortium. | think it is important that the
Consortium have adegree of visibility in this.

Separate discussions with Jorge Katz

25. Katz described to me hislong-standing relationship with IDRC, going back to the big project
on scienceand technology in Latin America, with Geoff Oldham, Francisco Sagasti, and others(with
Tony Tillett for IDRC at the time), which lasted for aimost 10 years, from 1974-83. Thiswasahuge
project, with funding from IDRC, IDB and UNDP, which involved 30 researchers, and about 60
separate research activities. Four books resulted from this activity.

26. Katz's became involved with IDRC again after 1992, on the first phase of the industrial
restructuring project. See the gppraisal of the Phase Il project regarding the satisfactory output
resulting from that project (five books). Katz gave me copies of thefirst two books. The other three
are just out, and Brent should be receiving copies shortly, notably the one on the pulp and paper
industry. Katz linked this previous work to the current project. Much of the original work was to
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study thelearning processes of thefirm. Today the game haschanged entirdy, with greater enphasis
on networking for example, and no one knows what is happening.

27. Katzisrather overstretched right now, with the Stallings project in addition to the Industrial
Restructuring project, and another project on National Innovation Systems financed by GTZ. He
says the Industrial Restructuring project is still at the stage of building up the national teams (like
the Stallings project). For the pulp and pgper module, he has identified researchers for Chile,
Argentina and Brazil, but has not found anyone for Mexico and Colombia. He wants to know if
Brent knows anyone he could try. For the metal-mechanical sector (basically auto-parts), heis
missing someone for the Colombia study. Nothing has been done yet on the apparel sector. He
expects to launch the pulp and paper module with about 6-7 people, in a month or so.

28. Heexplained to me some of the work on changing productivity gapsthat heisdoing by sector
and size of firmin ten countries. His hypothesisisthat small and medium firms are having a more
difficult time of it, due to reduced access to information and technology through conglomerates.

29. Whatisthelink with the Stallings project? He sayshewill usetheresourcesfromthe Stallings
project to cover the non-tradables sector (tel ecommuni cations, energy, transportation, finance...). and
agriculture. He agrees that measurement of productivity inthese sectorsis difficult, but would be
satisfied at this stage to get a number of good “stories” done on each.

30. Wediscussed methodological approaches, in particular the rather inductive and exploratory
approach which he uses. Heis critical of neo-classicd economics, and provided me with a number
of readingsin hisareaof work (Richard Nelson, Paul David, Giovan Dosi, Martin Frangman, Mario
Cimoli). These are readings he uses in a course on Innovation and Growth which he teaches at
Universidad de Chile. Hisconceptual framework emphasi zesimperfect information and knowledge,
the importance of institutional factars and synergies within networks.

31. | wanted toknow how the researchersof the Réseau sur les Politiques Industrielles might be
introduced to this sort of work. SPRU would be one option, and he could put mein touch with
Martin Bell or Rafy Kaplinsky there. Unfortunately, neither speaks French. In France, there is
Benjamin Coriat and Robert Boyer. | will share the readings he gave me by those authors with
Dominique Njinkeu. The difficulty in working with these authors, and in this area in genera
(including the Stallings project), is the absence of shared paradigms and conceptual frameworks.
Follow-up:

- share Coriat and Boyer readings with Dominique

- Stallingsdid abig study for SAREC in 1990 on 25 research centresin LA. Seeif | can get

acopy somehow.
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Personsmet: Jose-Miguel Sanchez (Universidad deChile); Alberto Pasco-Font (GRADE, Peru)
Object:  Mining and the Community

File: 03330
Date: April 18 and April 28, 1997
Chile

32. | met with Jose-Miguel to pursue discussions on the Mining and the Community project. |
shared my recert letter and the accompanying documentation with him, and suggested that ajoint
meeting be held in Quito invdving the WB group, DEV CO and Ossio. He shared with me hiswrite-
up concerning the proposed sample of three projects for Chile for the WB project.

33. Jose-Miguel agreesthat the most i nteresting aspect of the proposed research isnot the balance
sheet of benefits and costs to the community, but the analysis. However, he does not seem to have
thought very much about the nature of the research problematic or the methodol ogical issueswhich
must be addressed.

34. Hisimplicit idea of thisproject is clearly similar to that of Gary McMahon, which isto say,
to do a balance sheet of costs and benefits, tracing these out in a relatively comprehensive and
guantitativeway. In Gary’ sproposal, thisinvolvesasort of “general equilibrium” orientation, which
impliesidentifying and measuring indirect and feedback effectsin someway, in addition to the most
direct and observable effects. To which | say, fine, but how necessary and useful an addition to
knowledge would this represent?

35. An issue which does concern him is to identify the inefficiencies and inequities which
accompany the use of water by mining concernsin Chile, but thisisarelatively specific problematic
relativeto the general theme of Mining and the Community. It would constitute aproject initsown
right. Anyway, he says other people are studying this at thistime.

36. A readingof hisdocument explaining hischoice of casesfor Chile can be used to derive some
insight into what he considers important. He has chosen three mines, all quite large, which affect
communities of different sizes, in somewhat different ways. Intermsof technological best practice,
he saysall three mines use state of the art technology, and the study is not likely to yield interesting
results on thisfront. What would be more interesting is the nature of the firms' relationship to the
community. However, he offered no insightsasto why the casesheidentified wereinteresting, other
than the fact that the communities are of different size and distance from the mine.

37. He suggests that the environmental impact assessments done by these firms should have
affected the atention accorded to the community, but to test that, we would need to compare with
proj ects done before environmental impact assessments became de rigueur.

38. Ovedl, | found the meeting with Jose Miguel Sanchez quite disappointing. | thought my
detailed comments on this prgect would have stimulated some deeper thinking about what this
project was or should be about, but Jose-Miguel has not evolved. He does not seem more self-aware
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than before about the project’ sjustification and limitations, and has continued along the same lines
aswere being developed in Lima.

Peru

39. | met Alberto Pasco-Font in Limato pursue these discussions. | had hoped that Juan Ossio
would be abletojoin us, but Ossio wasaway on travel. Hewill not be going to Quito either. Alberto
understands that field work is progressing on the IDEM project, but he has not been able to meet
with Ossio, dueto recent travel by each of them. He plansto meet with him as soon as possible after
the Quito meeting.

40. | spoke to Alberto about the idea of organizing a network along the lines discussed in
Montevideo (see separate entry in thistrip report), and he was supportive of theidea. He pointed out
that he had had previousdiscussionswith Alyson Warhurst about setting up asub-network of MERN
oninformal mininginLatin America. Thisisquitedifferent from doing Mining and the Community,
but there might be economies of scale from doing a Mining, Environment and the Community
network, with separateresearch thrusts. Hewill pursuethese discussionswith Roberto and the others
in Quito.

41. LikeJose Miguel Sanchez, Alberto waslikewise inclinedto continue along the samelines as
developed sofar inthe project, because of thequantitativeimportance of large mines. Heagreesthat
large mines by themselves are only a part of the story, but feels there are plenty of interesting
guestions to be asked at the level of big mines. He does not the see balance sheet of benefits and
costs as the crux of theproject. It isjust the starting point. For him the interesting policy questions
have to do with lessons for national legislation and policy regarding the land, water, tax and
environmental legislations. In other words, to analyse national legidation which impinges on
negotiations between the mine and the community, possibly raising transactions costs, or altering
theresulting balance of costsand benefits. Other questions of importance arethose of thetypewhich
was included in my comments. How should the firm handle the situation when there is a lack of
social services in the region? What is the best balance between compensation for environmental
damage and damage control in the first place?

42. Alberto’s responses made me more comfortable about what could be achieved using the
proposed sampling schemein Gary’ sproject. Weagreed that it was particul arly easy to justify such
afocusfor this project if other aspects would be dealt with in other parts of the network.

43. Alberto gave me his copy of comments he had sent to Gary. | quite like his comments, and
notethe similarity with my own in some respects (even though these preceded my own comments).
He also gave mehisthree pager on the sample he proposesfor Peru, but | have not had time to ook
at thisyet.

cc. David Brooks
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Persons met: Jose-Miguel Sanchez (U. de Chile); Dagma Raczynski (CIEPLAN); Patricio
Méller (U. de Chileand CIEPLAN)

Object:  Economic policy research in Chile
File: Institutions
Date: April 18, 1997

1.  Themain purpose of my meeting with Sanchez and Raczynski wasto get abirds-eye view of
how economic research is organized in Chile today.

2. Only two universities have graduate programs. These are the Universidad de Chile and the
Universidad Catolica, which have M.A. programs, but no PhD. Although there has been a
multiplication of private universities in Chile in recent years, these are the only two research
universities. Raczynski saysthere are now 80-90 universities of one sort or another in Chile, up from
lessthan 10 inthe 1970s. Thereisaso the Instituto de Doctrina y Estudios Sociales, which offers
an MA degree from Georgetown University.

3. Theprincipal research centre outsidethe universities haslong been CIEPLAN, but CIEPLAN
has entered into a phase of serious decline. Thereis also the Programma de Economiadel Trabgjo,
which is more micro-oriented than CIEPLAN, but it has faced the same problems as CIEPLAN.
Finally, thereisthe Centro de Estudios Publicos, which has enjoyed high visibility in recent yeas.
It isfunded by the private sector, and contractsout studies on specific issues. [ts modus operandum
IS to organize major conferencesand to publish the results. | saw their publications series (which
comes out as a sort of review) in CIEPLAN, and it is quite impressive.

4.  Therewas not much mention of /LADES, which it isquite an important centre. | will haveto
learn more about it. It has a sandwich program with Georgetown University, and grants a
Georgetown MA.

The universities

5. The Universidad de Chile has two economics departments. One is in the Faculty of
management and economics, the other isthe Dept. of Applied EconomicsintheFaculty of industrial
engineering. The former has 15 full-time PhDs on staff. The latter has 7-8 very good econamists.
Patricio Meller isthe head of that department. | am bringing back alist which showswho swhoin
the Economics Faculty, along with their specializations (left with Lorenzelli in Montevideo, who
will return it).

6. Most of the studentsin the Faculty arein the business school (80%). Employment and
earnings opportunities for these students are excellent, the best of them earning $2000 US a month
on graduation.

7. Universidad Catdlica s Facultad de Economiay Administracion enjoys a high reputation. It
has 20 teaching staff, all or the vast mgjority of which should have PhDs. A PhD isacondition for
teaching today.
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financing

8.  TheUniversidad de Chileisapublicinstitution. However itsfunding baseisnot that different
from the private Universidad Catdlica. In the past Catolicaresembled a public university. Tuition
was free for everyone, and 80-90% of their funding base was public anyway. Today, it is the other
way around. Both universities charge high tuition, and thereislittle public funding for either. The
statepaysabase salary whichissupplemented by theuniversities’ ownincome generating activities.

9. Inthe case of the Economics Faculty at the U. de Chile, the base salary is about $1500 US.
Thisis supplemented by $750 by the Faculty itself, using money from consultancies and various
services such as training or survey work, for a total of $2250. This can double on the basis on
contract research, consultancies, etc. Sothe university ends up being quite competitivefor highlevel
talent, and it does succeed in retaining people.

10. Fundingfor researchisavailable on acompetitive basisfrom FONDESY T under theConsgjo
Naciona de Ciencias y Technologia (CONACYT), which allows up to $300 US per month in
supplemental salary support for research. However, funding is not readily available for research of
along-term nature. FONDESY T doesfill agap, but will not allow centressuch as CIEPLAN, which
need to pay researchers’ salaries, to survive,

CIEPLAN

11. CIEPLAN has become a shadow of its former self in recent years There may be some
important lessons here regarding the sustainability of this sort of research centre and the need for
public support.

12. | am bringing back a copy of CIEPLAN’s Annual Report for 1995, along with their list of
publications. | eft these in Montevideo for Marcos Lorenzelli to see before returning them to me.
a brief history

13. CIEPLAN wasfoundedin 1976, by agroup of Christian-democrat-|eaningeconomistscoming
out of Universidad Catdlica. The university at that time was heavily controlled by the military, and
there was a desire for autonomy, which CIEPLAN was expected to provide. Algjandro Foxley and
Ricardo Ffrench Davis (now with CEPAL) were the leaders. Otherswere Oscar Muioz, and some
younger people, Jose Pablo Arellano, Marfan, Mario Marcel (who is still with CIEPLAN today).
PatricioMeller joined | ater, in the 1980s. (Originally an engineer, hewas studying economicsin the
US at the time.)

14. Two main principles have guided CIEPLAN throughout its history: the production of high-
guality research, and policy relevance, with special attention to issues of equity and demoaracy in
addition to efficiency. The group has consisted mainly of economigs, along withaminority of other
socia scientists.

15. CIEPLAN played an importance role as a source of critical analysis of the economic policies
of the military regime, especially in the 1980s, when a certain opening was observed. By the end of
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the 1980s, it was actively defining the economic program of the future democratic government.
CIEPLAN has been associated with the Concertacion (an alliance of the Christian Demoaratic party
and left of centre parties) since it formed the government in March 1990 (with Elwyn).

16. However, when the Elwyn government was formed, CIEPLAN lost about 60% of its
researchers to the government, 12 researchers in all, in particular the more senior and visionary
researchers. Algjandro Foxley became Minister of the Hacienda (Finance), taking with him Jose
Pablo Arellano as head of the budget office and some younger people (including Mario Marcel).
René Cartazal became Minister of Labour, and took some younger peope with him too. Ignecio
Walker became deputy-minister of labour.

17. Thisleft Patricio Meller (who became director of CIEPLAN until 1994), Oscar Muioz (who
isnow inthe Frel government), Dagmar Raczynski (now director of CIEPLAN), Joachim Vial (who
became Director of CIEPLAN but now heads the budget office in the government), and not much
more.

18. With the change in government (same coalition, new President) in 1994, some people came
back and others|eft. In general, CIEPLAN has had trouble building up a new team of economists
Here is how the team stands today:
a. Dagmar Raczynski. Sociologist. Hasbeen in CIEPLAN since the 1980s.
b. Claudia Cerrano. Also a sociologist. Decentralization, evaluation of social programs.
c. PatricioMéller. Economist. Coordinates CIDA’s SPEAL program (see below), andishead
of the Applied Economics Dept. at the U. de Chile. Worksin thetrade area. Publishesalot.
d. Carmen Caledon. Economist. Mainly on health sector reforms, abig issuein Chile.
e. Pablo Cabezas, young economist, working on his PhD thesis on banking, finance, country
risk.
f. five research assistants.

19. René Cortazal came back after being Minister of Labour, and is collaborating in work on a
forward looking economic strategy for Chile. He is bringing in former CIEPLAN people for this,
and some new people. About 25 peoplein al. He now heads the national TV company.

governance

20. CIEPLANisgovernedlikeaprivateclub. Therearethemembers, whichincludesthefounding
members, the researchers, and others, who meet once a year. It excludes anyone working in the
government for the duration of their time in government. Then there is a 3-5 member directorate,
named by the members, which currently includes Dagmar Raczynski, Pablo Pinera and René
Cortazal.

21. To hear Jose Miguel Sanchez tell the story, some of the blame for CIEPLAN’ s troubles are
dueto Algandro Foxley, who became president of the CD party after being Minister of Finance, and
wanted to use CIEPLAN to his own ends. | don’t know how much there is to that, because the
haemorrhaging began much earlier, and seems to have continued along the same lines as before,
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through the promotion of researchers to positions of high office. The other problem CIEPLAN is
facing has to do with financing.

financing

22. Funding for CIEPLAN also changed radically during this period. Previous funding of acore
nature from Ford Foundation and IDRC dried up, and was not replaced. Contrary to what | had
thought, the fact that CIEPLAN had friends in high places was more of a handicap than anything
else, dueto strong conflict of interest management in Chile. Asaresult of this, CIEPLAN no longer
hasany corefunding. It survivesthrough short-term projects, leading tolossof continuity of research
inany specific area. It istherefore difficult toaccumulate skillsand experiencein any particular line
of research. Outsidefunding isavailable, but doesnot allow CIEPLAN to define theresearch agenda
for itself or others the way it once did.

23. Interestingly, Dagmar included | DRC support for the labour markets project in this category,
saying the TOR were not necessarily what Chile’ s priorities for research might have called for. As
we' ve seen in Africatoo, networked research is disempowering for national research centres. The
trend in Ford Foundation is the same. They tend to define the research agendamuch more activdy
than before (stressing action research, in their case).

24. Transactions costs imposed by the new funding situation are alsovery high. Thereare some
advantagesto thismodel, because the impact of research is more immediate than it was in the past,
but | can see how CIEPLAN would have trouble retaining researchers in such a context. What
serious researcher would want to work under such uncertain conditions when good opportunities
exist elsewhere?

competition with the universities

25. Notethat CIEPLAN hasdifficulty competing with the universities, because they have to pay
full salariesfor research, whereas the universitiespay a core salary, which research funding isonly
expected to supplement. The question arises whether CIEPLAN can compete with the universities
infuture?l asked Dagmar what shethought CIEPL AN’ scomparativeadvantageover theuniversities
might be. She referred to CIEPLAN’s reputation for academic quality and coverage of a wide
political spectrum; its importance as a meeting place for researchers in and out of CIEPLAN; its
usefulnessas areferencepoint for studentswho useitsdocumentation centre; and itsrole asahaven
for full-time research (even though most researchers do some teaching anyway). What CIEPLAN
haslogt, isthe ability to act asan integrator of research (theway Foxley and other visionariestended
to do).

implications

26. My guessisthat CIEPLAN will not survive unlessit isable to secure core funding of some
sort from the government. The natural source would be the Dept. of Finance. What will subsist
without new forms of government funding are the universities (because they receive government
funding aready) and business-funded organizations like the Centro de Estudios Publicos, with a
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distinctly business-oriented agenda. | don’t find thisvery satisfactory. At thevery least, there should
be research centres within the universities, but something like CIEPLAN which plays a more
integrative role has an important role to play as well. There is an important policy issue here to
which IDRC may wish to contribute. It isrelevant to SISERA in Africa, and to how we chooseto
go on the next phase of the Peru Consortium. Thisis an area where a serious piece of thinking and
comparative investigation could yield substantial impact.

training and research

27. CIEPLAN isbecoming involved in training activities, thanksto Patricio Méeller’ sinitiatives.
Thereisthe SPEAL project funded by CIDA, and thereisan MA in Public Policy and Management
involving the U. de Chile and the IDB (I’'m guessing CIEPLAN’s future role in the latter will be
minor, however).

28. Researchinthe past has covered labour markets and social policy, international trade, macro-
economic policy, governance and larger strategic issues. Today, theissueareasin which CIEPLAN
has some interest and expertise are predominantly the following:
a. international trade, in particular the link to natural resource-based development (Meller)
b. decentralization. A bigissuein Chile, which hasatradition of centralization. Research
into some of the incongruencies, and the problems associated with the lack of strong
communities to begin with. (Claudia Cerrano)
c. Social reforms. Education, health, housing, poverty alleviation. (Carmen Calderdn). A big
issuein healthishow to reconcilethe public and private health systems. Dagmar notes that
65% of mandatory contributionsto health end up in the private sector programswhich serve
30% of the population. The question is how to ensure equity in the coexistence of the two
systems. Inthe area of poverty alleviation, Dagmar notesthat there are over 140 programs,
which are supposed to be decentralized. The question is how to ensure synergy among
different activities. Dagmar is currently doing apaper on socia reformsfor ASPR (Daniel
and Ngjla), but thisisjust asmall contract.

projects currently being funded

29. Current funding is quite thin.

a. There is the SPEAL project, which provides some overheads, and this is allowing
Meller to pursue some research, but Mellea does not have a research project under
funding at thistime. | am not reporting on SPEAL here because we have the project
documentation in Ottawa, and | did not discuss the project in any depth with Patricio.
However, itisaregional program of economicpolicy training workshops and seminars
for applied economists organized by CEPAL, in partnership with the U. of Toronto
(Gustavo Indart), Carleton U. and FOCAL (Jean Daudelin) (for the Canada-L A linkages
part of it). It is quite alarge project. In Phase Il, now in force, the focus will be on a
smaller number of countries, Peru, Bolivia, Ecuador, Paraguay, and one other. Patricio
has accepted to encourage greater Canadian-LA partnership provided certain value
added conditions are met. As part of the effort, Daudelin and Indart have prepared lists
of Canadians with Spanish language skills and specific expertise in Latin America. |
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havethelist of political scientists prepared by Daudelinand could ask Indart for thelist
of economists. Note that the second phase of SPEAL covers social and political
subjects as well as economics.

b.  Thereisfunding from the Ford Foundation and the Ministry of Health to organize some
public policy workshops, which includes some research activities.

c.  Ondecentralization, thereisfunding on an issue-by-issue basisfrom the Secretariat for
regional development

d.  On poverty they did an evaluation of the programs under the Social Investment Fund.
They obtained funds for field work from the IDB (Morley), which is doing work on
social investment funds.

30. They are currently preparing a big project on decentralization, its management and
implementation (healthy, regional investment, poverty).

31. | asked Meller wha research ideas he was developing. He proposed theidea of a network
looking at how countries like Canada, New Zealand and Australia have become devel oped on the
basis of natural resource exploitation and what lessons countries like Chile coud draw from this.
Thisisabigissuein Chileright now, as one can imagine. It is no lessimportant in Peru. However,
| wonder how such aproject would be researched, and who would do it. The question is so very
broad, requiring acomparative knowledge of history and devel opment economics, of economicsas
well as political economy, that | wonder how such a project could be managed.

32. | asked Patricio to try to think things through more thoroughly in terms of the research
problematic and possible methodol ogy, and to send us atwo or three pager on this. | raised theidea
later with the CEDES people, who showed interest in the topic. Barbara Stallings pointed out that
thisisan area of considerable interest also to Joe Ramos of CEPAL. However his approach to the
guestion would be centred around the concept of industrial clustering and differs from Méeller's
larger view of how spillover effects manifest themselves.

33. Notethat the next SPEAL conference, to be held in Peruin March 1998, is supposed to be on
natural resources and development. How would Meller propose to take account of this?

Follow-up: Pursuequestionsof thissort inother countries. Discusswith colleagues. Consider using
RSA money to have someone investigate this question further.
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Persons met: Patricio Meller (U. de Chile and CIEPLAN)

Object:  Support for economic training and research in Cuba
File: Cuba
Date: April 18, 1997

1. | had met Patricio in Canada awhile back, and looked him up in Santiago. One of the topics
we discussed was that of support for economic training and research in Cuba Patricio is well
informed about this because he wasinvolved in the conference on economic reforms organized in
Cuba in 93/94, with support from CIDA. Camargo, Frenkel and Gary were also there. The
conference was not about Cuba per se, but about the economic reform processin generd.

2. Itwasat that timethat theideaof an M.A. for existing teaching staff should be organized as
thefastest way of correcting the deficienciesof the Cuban curriculumin economics. Meller had been
shocked by the absence of anything “instrumental” in the Cuban curriculum.

3. However, Mdlleriscritical of how theM.A. wasimplemented. It should have beentheir M.A.
and not Carleton’s, because the Cubans didnot need for Carleton professors to teach them graduate
courses in economics. Although they tend to succeed in those courses because of their prior
mathematics training, they do not develop an appropriate feel for applied economic analysis. It
becomes* puro formalismo”. CEPAL peopledid go to Cubatoo, but their approachwasexcessively
anecdotal, so you ended up with excessive formalism on one side, and little application of thetools,
with little connection between the two. The other problem is that the Canadians wereteaching in
English.

4. | spoke to Méler about the CIEI project. He was concerned that here, too, there should be
someLatin Americansinvolved. ITAM in Mexico seemslikeagood candidatefor thisif the project
evolvesthe way | hopeit will. He gave me abook he has edited on Chile, which addresses much
the sameissues asthe CIEI project, and the researchers may be able to derive some methodol ogical
ideasfrom that. The material in the book seemsto be quitedescriptivein orientation, but that would
be a start, for researchers who do not have strong methodological skills to begin with.
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Persons met: Leading issues Meeting in FLACSO (see list of participants)

Object:  Leading issues in trade relations in Latin America meeting
File: pipelinefile
Date: April 20-21, 1997

1. A report on this meeting is not required here, since Rohinton Medhora will be covering the
meeting. | do have extensive handwritten notes for future reference, in case | need them.

2. The meeting was an opportunity for me to meet Diana Tussie and others who have been
involved in IDRC networks with FLACSO. This network would be the fifth in a long series
beginning with the Debt Bargaining network that David Glover had managed. The other networks
since then have been on Conditionality and Restructuring, Trade Conditionality and Negotiations,
and Trade and the Environment.

3. Thecurrent plansfor the L eading I ssues network werefor it to beglobal in scope, but thisidea
has evolved into plans for separate networks in different regions. All but one of the research
participants in the present meeting were Latin Americans.

4.  Themeeting began with adiscussion of Rohinton’ s L eading | ssues paper. However, therewas
resistance among the researchersto focusing on these leading issues (labour standards, competition
policy, investment codes, trade and the environment, and trade in services), to the exclusion of
“older” issueswhich continue to preoccupy Latin America. | think there was atension also between
the research agendas of the international relations approach (Diana Tussie) and tha of the
economists predominant in the meeting.

5. It was agreed that the research agenda could be divided into three groups or blocks.

a First would be aseries of key issue areas of general importanceinthe WTO framework.
These include issues such as competition policy, subsidies, services, government
procurement, investment, etc.

b.  Secondareissuesof particular importance in the context of regional negotiations going
on in Latin America. Diana Tussie called these interblock/intrablock issues, and
included here mechanisms of dispute resolution, safeguards, rules of origin, FDI
(incentives, costs and benefits), and macroeconomic harmonization.

C. Finally, there would be a need for country studies. Diana Tussie had proposed hereto
concentrate on the new trade policy (safeguards, anti-dumping, etc.). However, this
struck me as secondary in terms of the project’ s general concernsfor capacity building
and agenda setting. The more general issue seems to be to attempt to define the trade
negotiations agenda which countries should be pursuing, taking into accourt their
negotiationscapacity, theintrinsicimportance of theissuesand their ability toinfluence
the outcome. Responseto thisidea seemed very positive [especialy from Fanelli, who
said | should push this], and it was added to the third block. However, | am not sure
Dianafully appreciated the relevance of this. She only added it after | pointed out that
she had forgotten it, and then it appeared as11,b, the more restrictive topic originally
proposed remaining asllil,a. Let’sseehow thisevolves, but | thingit would be ashame
to let thisdlip.
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Follow-up: monitor how the country studies block is treated as the project evolves
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Persons met: Daniel Filmus, Diana Tussie, FLACSO
Object:  About FLACSO

File: FLACSO
Date: April 22, 1997
1. | profited fromour presencein FLACSO for the Emerging I ssues meeting to learn more about

FLACSO-Argentina. For more information, see the 1994/95 and 1996 annual reports which | am
bringing back. | will forward these to the library for their institutional files.

2.  FLACSOhasfive specialized M.A. programs. These were recently evaluated by the Ministry
of Education, and rated at the highest level inthe country. Furthermore, tuitionin FLACSOislower
than in the univergties.

Funding and sustainability

3. FLACSO owns its own building and receives about $70,000 a year from the government.
Aside from that, it relies on outside funding and self-financing and is highly autonomous. Self-
financing comes from tuition fees. FLACSO’s research program is integral to what it does, since
research providesthe subject matter for theM A program. They only do training associated withtheir
research programs. A good example of synergy between research and graduate training. See page
37 in the 1996 annual report for a breakdown of funding by type.

4.  They are creating anew MA program on the social dimensions of health, thanks to a major
grant from Ford Foundation.

Size
5. FLACSO has 50-60 permarent researchas, including seniors and juniors, plus 20-30
associ ates, visitors and teachers. There are links to universities outside of Buenos Aires, where the

same MA courses are reproduced.

6.  Notethat the breadth of activities pursued by FLACSO is probably an advantage in terms of
sustainability.

Publications
7.  They have three journals, one on education (which is self-financing, thanks to about 1000
subscriptions), one on bioethics, and one on rural development. They had another on international
relations, but it stopped in 1994 due to lack of funds. They have a WP series and books in the |.R.
field instead.

Follow-up: forward documentation to library after ensuring they still cdlect such things.
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Persons met: Roberto Frenkel, Guillermo Rozenwurcel, Mario Damill, CEDES
Object: About CEDES

File: CEDES

Date: April 23, 1997

1. IDRC has been collaborating with CEDES since the early 1980s. Right now, CEDES is
responsiblefor anchoring the Trade and Finance network. They also have a project with us titled
From Stabilization to Growth. However, this was not a conventional project monitoring visit. The
principal aim was to renew my knowledge of CEDES as a research institution.

2.  CEDEShasnot regularly published an annual report, and the most recent onethey could give
mewas for 1993. | ambringing it back nonetheless (left with Marcos L orenzelli for now), and will
passit on the library for our institutional files.

3. Wealsodiscussed someeconomicissuesrelated to the Argentine economy, which findsitsel f
inadifficult situation due to the overvaluation of the peso and the impossibility of devaluing under
current circumstances. However, | will not be reporting on this discussion here.

A short historical review

4. CEDES was founded in 1965, with a focus on the stage and society. The founder was
Guillermo O’ Donnell, who is now in the US. Economics did nat figure in CEDES' program until
1977, when Canitrot and Frenkel joined (Canitrot isnow Director of the Centro de Investigacion del
Instituto di Tella). Three of CEDES's “founders’ (more than 20 years in CEDES) are still here:
Frenkel, Jorge Belan (education and health), Oscar Landi (sociology of communications).

Programs

5.  Today, there are 30 researchers, including 20 seniors and 10 MA level juniors. CEDES is
doing well, and hasgrown in recent years.

6.  Ineconomics,thereare7 seniors (4+3, thefirst number referring to the most senior level) and
4 juniors plus anumber of assistants - what Frenkel callsthe “faunaperiférica’, who work for free
on an internship basis.

7. Insociology and health, there are 6 seniors (5+1), plusinterns from atraining program they
support with the Ford Foundation. They are starting an MA program on the social dimensions of
healthin collaborationwith FLACSO. Most of their funding comesfrom the Ford Foundation. There
has been some funding from WHO and, in the past, from IDRC.

8. Under sociology of education, there are 4 professionas (2+2). The focus is on higher
education, and there is complementarity between FLACSO and CEDES in that regard.
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9.  Thereisanew program on civil society and social development (2 seniorsand 1 junior). They
areinvestigating the possibility of setting up an MA with Universdad delos Andes(Colombia) with
seed money from Kellogg and the Inter American Foundation.

10. Finaly, thereisthe program on communications and socio-political processes (Landi plus 2
others).

Collaboration with the universities

11. Contrary to FLACSO, CEDES does not have degree-granting status, and CEDES work in
graduatetrainingisall donein collaboration with universities. Given the evident synergies between
research and training in ensuring the sustainability of other research centres, | may want to explore
further how successfully CEDEStapsinto thisfor generating revenues, next timel amthere. | gather
from Frenkel that there are formulas for sharing tuition fees between CEDES and the universities
involved.

12.  One formula CEDES is using to reduce costs is to publish its working paper series in
economicsin association with the Centro de I nvestigaciones en Economia (CIE) of the Universidad
de Palermo. This givesthe Universidad de Palermo, where Frenkel and some of the others give
courses, some content for its publication series, and saves CEDES the cost of publication. Thereis
pressure to publish in Universidad de Palermo now, following the creation of a Commission to
assess educational qudity in the universities in follow-up to the new law on higher education. The
intention isto tap into the association with CEDES to create an improved environment for research
in the university. Frenkel says CEDES researchers are also members of CIE, which is otherwise a
bit of a shell (Frenkel described it as an extension of CEDES). Frenkel gave me the first WP
produced under this format (dated 1997, so this is quite a recent arangement). It looks quite
interesting, so | kept it. It is on convertibility and capital flight in Argentina.

13. Thecollaborativerel ationship between CEDESand theuniversitiesisinteresting, and original.
Worthexploring further next timel amin Argentina. Think about how/whether itrelatesto what the
Consortium might do in Peru.

Funding

14. Asisthe case elsewhere, corefunding is disappearing. CEDES currently has agrant of $50k
per year from Melon Foundation, but this arrangement ends this year. However, Ford Foundation
left CEDES a legacy, by supplying $300k for the purchase of the building they are located in.
CEDES added $200k to this from its own savings, and as a result, now owns a building of
considerable value.

15. CEDES has succeeded in adopting a remarkable formula for covering its fixed costs, which
include maintenance of the building, accounting, joint services, etc. the cost of which is about
$8-9,000 per month. Thesecosts are paid by the researchersthemselves, out of pocket: $400/mo for
senior researchers (titulares), $300/mo for juniors, and $100/mofor the youngest researchers. This
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formulaallows CEDES to subsist regardiess of the vicissitudes of project funding, insofar as the
basic costs are covered independently of overheads on projects.

16. What the programs support (from project funding and other activities) arethings such aslong-
distance phone, books, fax, photocopies, and secretarial support. And remuneration, of course.
Remunerationisthe adjustment variable. I nteresting contrast to how the public sector operates!! The
only permanent feature with regard to remuneration is the ceiling ($3,000/mo) and the floor
(-$400/mo). The formula varies for different programs. In health, they have a more traditional,
salaried, approach. In economics, earnings are a residual, and depend on who is working on what
project.

17. Funding for economics is not abundant, and comes basically from IDRC. The researchers
cannot subsist on this, so complement their incomes with graduate teaching. Salaries are low,
considering the low value of the US dollar relative to the peso. $3000/mo is not much in Argentina
today, considering that an entry level undergraduatedegree-holder can earn asmuch as$1800inthe
work place.

IDRC funding

18. Thelast two IDRC projects with CEDES are on the passage from Stabilization to Growth.
Phase | took us up to the Tequilacrisis. Phase |l coversthepost Tequila period. That project began
in October 1996 and areport will be due in October. It isan 18 month project, and the bulk of the
funding will have been consumed by October. It isacomparative project covering Argentina, Brazl,
Chile, Colombia and Mexico. The aim of the second phase is to take afairly close look at policy
Interdependence among countries through the trade-macro policy link.

19. There seemed to be some surprise when | remarked tha this was likely to be the last project
of thisnature, thoughl am sure Gary mug have discussed thiswith them. Thisisdisappointing news
to CEDES because of the lack of alternativesto IDRC for support of relatively long-term research.
Networks constitute an alternative source of support for centres like CEDES, but the amounts
involved tend to be smaller.

Latin America Macroeconomics Network

20. Thenetwork has decided that the next meeting of the macroeconomics network should bein
Buenos Aires, on Trade, Growth and Competitiveness. One option was to do this at thesame time
as the LACEA (Latin American and Caribbean Economics Association) meeting in Bogota in
October, but thiswas discarded, because the meeting would be only one event among many in such
a context. Besides, Frenkel sees the LACEA meeting as a North-American dominated event.
LACEA wasfounded by Latin Americans, butin hisview it has now been taken over by IDB, WB,
Brookings, and the Universities in the US. He says there are many Latinos in North America
working ON Latin America, and LACEA has |ots of money.

21. Theworkshop will thus be in Buenos Aires, preferably around Sept. 15.
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Follow-up: for next time, learn more about Instituto di Tella
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Persons met: Juan José Taccone, INTAL
Object:  Possible collaboration with INTAL

File: INTAL
Date: April 23, 1997
1. | learned about INTAL (Instituto parala Integracion de America Latinay €l Caribe) from

information sent to us by Carlos Sere, acopy of whichison file. Hutoxi will make acopy aso for
the library. INTAL supports research and training in the area of regional integration in Latin
America, and is an obvious partner for IDRC in this process.

2. More information can be obtained from their Web site www.iadb.org (...departments,
INTAL), or directly: www.iadb.org/espanol/departamentos/int/s-intd.html.

3. INTAL isaDivision of the International and Regional Programs Dept. of IDB (Dir. = Nora
Rey de Marulanda). It works in parallel with the Division of International Trade and Hemispheric
Issues(Div. Chief = Robert Devlin). Thelatter dealswith FTAA and tradeissuesgenerally. INTAL
islikely tofocusmore on MERCOSUR and non-trade aspects. INTAL wasmoribund for sometime,
and is now being revitalized, with an injection of funds of $6M over the next for years. The new
Director Juan José Taccone took office in July 1996.

4. INTAL was created in 1964, four years dter ALALC, now ALADI. However, there is no
formal link with ALADI. INTAL’ soriginal focuswas on training, but this has shifted now, because
thereisagood supply of aternativetraininginstitutionsin theregion (MAsin regional integration).

Resources

5. Operating costs of INTAL are covered 50% by IDB, 50% by Argentina. Staff include two
professional sand 10 support staff, including good representation of communicationsand information
people.

Activities

6. Theneedsidentified by Taccone are similar to those identified by IDRC, including the need
for long-term research, networking, and information services. INTAL wantsto establish anetwork
of research ingtitutions, and would like to focus on new topics in integration, similar to those
identified in the IDRC meetings of this week on Emerging Issues and MERCOSUR. However,
INTAL will function in IDB mode, focusing on a quick response to the needs of negotiators, and
their niche will be distinct in that regard from that of IDRC.

7.  Technical assistancewill beamajor activity. For instance, thisyear, therewill be TA projects
to support infrastructure development and border negotiations.

8.  Publicforainvolving government, private sector representativesand NGOswill be organized
in support of policy-making. For example on Integration and the Environment and other current
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issues. For thisyear: SO 14000 (environment); Codex Alimentario; investment flows. These will
be supported with expert papers and panels. Issues of a WTO nature from a Latin American
perspective. Links to the Emerging Issues network will obviously be important. Taccone knows
Diana Tussie and will be in touch with her.

Publications and information

9.  Thereused to be amonthly publication Integracion Latino Americana until December 1995.
Thisisbeing replaced by a new publication, which will appear every 4 months. | am bringing back
issues number 0 and 1 (Jan. 97). In addition, there is a monthly newsletter, which is very
informative. | am bringing back a couple of samples of this too.

10. Their web sitewill contan abstractsof all the articlesin thejournal, but for the full text, one
wouldhaveto subscribetothejournal. Thereareaready 5000 subscribers(!). Pgoersfromthepublic
forawill aso be published.

11. They aso have a data base, which they will sell to private users and make available to
members of the INTAL research network.

12. INTAL’swork program andresearch priorities are being defined, and should be available in
early fall.

IDB network

13. There were severa references in the course of my trip to an IDB network of research
institutions. This network is not ecialized in integration issues, and does not, in fact, deal with
integration. TheINTAL network will do that. Frenkel suggested| should meetin DB with NoraRey
de Marulanda, who supervised the setting up of the network. Another person to speak with would
be MariaLisaBernal, from the Universidad de los Andes, who is doing an assessment of research
centresfor INTAL, and who had organized the first network.

14. Frenkel pointed out that the DB network lost itsautonomy after IDB set up its on research
department. Now IDB directs the research under the network in WB style. The network still exists
but has changed.

cc. DianaTussie
Follow-up: onething they do not have is the Canada-Chile agreement. It might be good PR to get

it to them. Get in touch with DFAIT and see what can be done. Maybe send it to
ALADI too.
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Persons met: participants, MERCOSUR meeting. See list.
Object: MERCOSUR meeting in Montevideo

File: Mercosur meeting

Date: April 24, 1997

1. This meeting had several objectives. The impetus for organizing it was a proposal by a
Canadian economist, Jean Mercenier, who has developed a general equilibrium model for
MERCOSUR, and wanted to explore networking possibilities for the further development and
exploitation of that model.

2. However, the meeting had a larger agenda than this. It brought together modellers, other
economistswith amore general interest inresearch on MERCOSUR, and what could be called the
research users (representatives of INTAL and ALADI, for example).

3. 1 will not report on the meeting in any detail here, because Marcos Lorenzelli will be doing
areport on it. I have lent him my notes, which he will use in addition to his own.

4.  Inbrief, | think the meeting wasvery successful. It ledto very rich discussions about theissues
ingeneral, and theuses, limitationsand difficulties of general equilibrium moddling inthiscontext.

5.  TheIDRC group had some hesitations about supporting a general equilibrium exercise on
regional integration, and organized the meeting in such away asto give that option afair hearing,
without getting locked into it.

6.  If anything, the meeting confirmed, and fed, our hesitations. However, thereiswork going on
in general equilibrium modelling in the region already, and we woud be willing to support such
effortsin alimited way, to encourage a greater degree of networking and exchange of experience.
Two of the participants, Algjandro Vargas and Omar Chisari (both Argentines) agreed to prepare a
proposal for support of this nature from IDRC, which would incorporate the results of discussions
in the meeting.

7. A second outcome of the meeting was anoffer from JoseMariaFanelli to produce an agenda
of research issues for MERCOSUR, which could form the basis for identifying appropriate
methodologies and priorities. This will be done in consultation with other participants in the
meeting.
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Persons met: Sylvia Laens, CINVE
Object:  About CINVE

File: CINVE

Date: April 25, 1997

1.  Thepurposeof thismeeing wastolearn moreabout CINVE, which IDRC has supported since
itscreation in 1975.1 will put my more detailed handwritten note on file, in order to keep this a bit
briefer.

A brief history

2. CINVE was created at the time of the dictatorship, when the university was under military
control. It was founded by Luis Macadar, who has now left CINVE to pursue his activities
independently, and one other person, whose name | did not take down.

3.  Theearly IDRC support wasinthe areaof techndogy in the agro-livestock sector, and Sylvia
did not know too much about this. In 1981, CINVE did some important studies for the WB on the
structure of protection in Uruguay. This study became a reference-point on the subject. It was
updated in 1986. Later work supported by IDRC was on the industrial sector.

4.  When the democratic opening camein 1985, research which had been performed in CINVE
and in other private research centres provided the scientific capital which informed policy. It
provided an understanding of economic policies pursued since 1975, in particular the gradual
liberalization policies which had been implemented and the bilateral trade agreements which
Uruguay had negotiated with Argentina and Brazil (which ultimately explain Uruguay’s place in
MERCOSUR - otherwise, MERCOSUR might have consisted only of Brazil and Argentina).
CINVE'sanalysis of thiswhole period meant that by that there was a better understanding of trade
issues at the time of the democratic opening, in particular regarding the differences between the
Argentineand Brazilian marketsfor Uruguay (asoutletsfor non-conventional and traditional exports
respectively). [Note that tourism from Argentinais amajor export earner for Uruguay.]

5. Recent support from IDRC included a project with Luis Macadar on industry and Uruguay’s
increased trade openness to trade since the 1970s, which ended in 1992 or so. Sylviawas involved
in that project, and was responsible for developing a general equilibrium model of the economy.
However, she was alone on the model with only an assistant to help her, and by thetime she got the
model running, funding for the project had expired. After publishing an articlein SUMA, CINVE's
journal of the time (no longer publishing), in Oct. 92, on the effects of declining tariffs on the
Uruguay economy, shewasobliged to discontinuework onthemodel. Today, the model would need
to beimproved and updated if it was to be made operational again. This pointsto thedifficulties of
using such modelsin a small research centre such as CINVE which is required to respond to short
term demand for research in order to survive.

6. CINVE has also received support from IDRC through the networking mode, in the financial
liberalization network (Nelson Noya and Fernando Lorenz), and now the Trade and Finance
network, just coming on stream (Nelson Noya). They are also involved in IDRC’s social policy
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network with Mario Torres (Sylvia and Nelson, and one other). They have received modest core
support from SAREC, but thisiscoming to an end thisyear. They a so secured funding for one study
from the IDB network, for a six month period.

7.  CINVE had sevenresearchersand several assistantsin placein 1992. However, they havelost
some peopl e since then. Currently, they have five full-time researchers. Their problem today isin
securing research projects of any duration, since funding is mainly for short-term studies or
consultancies. IDRC is currently theonly source of funding for longer-term studies.

Other research centres in Uruguay
8.  Other centres of economic research in Uruguay include the following:

a in the Universidad de la Republica, the Economics Faculty, which has its Instituto de
Economia

b. inthesameuniversity, Socia SciencesFaculty, the Dept. of Economics(whichiswhere
graduatetraining and research mainly takes place; see separate entry in thistrip report)

c. the Centro Latino Americano de Estudios Humanos, CLAEH, (mainly history,
sociology, and a small group in economics)

d. CIEDUR (Centro de Investigaciones y Estudios de Uruguay ?), which includes some
work on labour economics; IDRC may be funding something on the environment with
them

e CERES (Centro de Estudios de la Realidad Economicay Social). Thisis a privately
funded organization, with closelinksto the WB. They do consultations, conferencesand
thelike, not long-term research. They have alimited staff of 1-2 permanent people but
a high level of visibility. Sounds like the Centro de Estudios Publicos in Chile. In
Argentina, the equivalent is called CEMA. It looks like there is one of these in each
country. Maybe the WB had something to do with setting these centresup. CERES has
been successful in securing funding fromthe DB for research, but they subcontract this
research out. Sylvia, like some others, pointed out the failure of IDB support to
strengthen research capecity, as origindly intended, due to the pressure for immediate
results.

f. The Central Bank has aresearch unit of 4-5 people. There are good links between this
group and that of the Departamento mentioned in b. above.

9.  Generally speaking the situaion for CINVE iscritical. CINVE islikely to disappear or to be
transferred into something quite different.
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Persons met: Marcel Vaillant, Universidad de la Republica

Object:  About the Departamento de Ciencias Economicas
File: Universidad de la Republica (Uruguay)
Date: April 25, 1997

1. The main purpose of this meeting was to learn more about this research centre. For more
information, see the very thorough brochures | brought back with me. They will be in the
corresponding institutional file.

Nature and sustainability of the institution

2. Hereisanother caseof synergy between graduatetraining and research. For historical reasons,
the U. de la Republica has two economics departments. The reason for this is that all graduate
training was, at one point, concentrated in ore Institute. When this Institute was later affiliated to
a Faculty, it was affiliated to that of Social Sciences. Undergraduate training continues to be done
in the Faculty of Economics.

3. Faculty in the Departamento are not very well paid ($800 - $900/mo. for alevel 4 professor
(out of five levels), full time), but the teaching load is relatively light (90-100 hours ayear), and
thereareinstitutional mechanismsto allow extrateaching to beorganized. Basically, theDept. islike
FLACSO, except that the government covers al the infrastructural costs and base salaries. Most
Incomeearning activitiesin the Departamento have beeninteaching inthelast few years. Thisraises
the teaching load, but allows plenty of time for research. Research takes up over 75% of work time.
Funding for research is much scarcer. Most of what is available is for networking type activities
(travel, contacts, etc.).

Size

4.  Thereareabout 30 professional sinthe Departamento, about 15-20 of which arepresent at any
point intime, with all the comings and goings. In Trade, there are 7 people (of which4-5 at atime).

5.  Depending on someindicators (e.g. share of papers presented in Central Bank conferences),
the Departamento accounts for a good share of economic research in Uruguay. The indicators
Vaillant cited were 50-75%, but | am not sure how representative those indicators were.

External links/networks

6.  The Departamento seems to have good links with the outside world, including with other
research centresin Uruguay (such asthe Central Bank, CINVE or the EconomicsFaculty), and with
research centres outside.

7. Some outside activities:

a. A project is currently under development with IDRC on environment and economics
(Maximo Rossi)
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b. networkswith the European Union (3 networksin the context of the project Alpha. For
example, Vaillant isinvolved in a network on trade with Europe

c. they are collaborating in designing a course on Economic Integration, in Antwerp,
which would include EU-MERCOSUR links. The course will begin in 98/99.

d. theyhaveanagreement with PurdueUniversity (ThomasHertel). Purdue providesaone
month coursearoundthe GTAP GE Model (Global Trade AnalysisProgram). Next year
the course will be given here. The cost will be $80-90,000, but it will be self-financing.
The GTAP model has over 70 countries in it. Last year, the group from the
Departamento incorporated Uruguay into it.

Research on regional integration

8.  Valillant notesthat alot of knowledge has been accumulated about regional integrationin the
region, but there is no institutional mechanism to support research (except in Brazil). The IDB
network has not covered regional integration so far. Of course, INTAL will do so.

9.  An important research issue for Vaillant is the problem occasioned by the possibility of
reversion (badktracking), the uncertainty whichthat creates, and the effects of that on investment.

Cuba

10. | did not have the opportunity to meet the Director, Ruben Tanzini, who was away ontravel.
Carlos Sere had recommended that | talk to him about his contactswith Cuba. They areinvolved in
training Cubansin economics, in some connection with the Goetenberg program. Tanzani has some
contacts with Carleton.
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Persons met: Gonzalo Rodriguez Gigega, ALADI
Object:  About ALADI

File: ALADI

Date: April 25, 1997

1.  ALADI will be an important contact institution is IDRC is to support work on trade and
integration issuesin Latin America. Thisvisit had two objectives: to learn more about ALADI, and
to establish contact for future collaboration in research networks. This note will summarize what |
learned about ALADI on thisvisit.

2. For further information, see ALADI’ s home page: www.ALADI.org.
A short history

3. ALADI grew out of ALALC, which coversthe 11 countries of South America plus Mexico.
[Mexico was included to help counterbalance Brazil and Argentina] So ALADI coversall of the
Hemisphere south of the US except Central America (covered by MCCA) and the Caribbean
(covered by CARICOM). ALALC goes back to 1960.

4.  ALADI was formed in 1980, in response to the failure of multilateral negotiations under
ALALC. ALADI dlowsfor all forms of negotiations and agreements among countries, and drops
the MFN clause for member countries (e.g. if Mexico concedes atariff reduction to Chile, it does
not have to extend it to all the other member countries, like before). This cleared the way for a
change in the negotiation process, away from product-by-product negotiations of little import to
trade, toward negotiation by global package between countries.

5. Aninteresting wrinkle is containedin Article 44. According to this, if amember of ALADI

signs an agreement with adevel oped country, such asMexico did with NAFTA, it must do so under
MFN conditionswiththerest of ALADI. Obviously, Mexico could not do that. Theway out wasthe
protocolo interpretativo whereby Mexico (and othersto follow, like Chile), agreed to compensate
other countries for any effects of the NAFTA agreement on them.

Size and importance

6. ALADI has 125 staff, and a $5M/yr budget. It covers MERCOSUR, the G3, the Andean
Community, and any number of bilateral agreements. Itsimportance appearsto liein the support it
provides for trade negotiations.

Departments

7. It hasthe following departments:
a.  Tradedepartment. Here, all existing agreements are registered and computerized. Sois
information on technical norms, tariffs, etc.
b.  TheInformation Dept. This Dept. has4 modules:
(1) tariffs, according to the common trade classification adopted in 1991
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(2) trade
(3) non-tariff barriers
(4) preferences accorded in each of the agreements
c.  theDept. of sectoral development (Promocion Sectorial) (very small)
d. the Dept. of economic development (Promocion Econémica) (covering Bolivia,
Ecuador and Paraguay)
e.  theDivision of Research and Statistics (Estudios y Estadisticas).

Research

8. Thislast division is new, created just last year, and became necessary as a result of the
changing nature of the negotiations, and the need for a larger view, which resulted from that.
Rodriguez isthe only economist in thisunit at thistime. Heisjoined by two statisticians. However,
there is a vacancy, and another position may be added. He expects to be there another two years
(positionsin ALADI are not permanent).

9. Rodriguez's research agenda is to determine how the various agreements currently under
ALADI can be harmonized. He will send me arecent paper he is working on regarding the current
situation, and the major axes of trade in the region. He has prepared some very interesting graphs
showing the various agreements and how the liberalization schedules converge over time. These
tables are in the paper he will send me, but | also brought back some photocopies. These show the
resultsof ten agreementsin ALADI, and the proportion of intracALADI trade whichwill be free of
trade barriersin different years. Already in 1997, the figure reaches 58%. By 2004, thiswould rise
to 74.5% according to existing agreements.

10. 1 also brought back some other papers, which show the sort of work heis doing. As asource
of information, thiswork strikes me asinvaluable for anyoneworking on regional integration in the
region. The titles which are illustratively useful for our purposes here, are as follows:
a  El Comercio Intraregional en los Arnios Noventa: Un Analysis de sus Principales
Caracteristicas (1996)
b.  ALADI, Comportamiento des Intercambio Comercial con Estados Unidos (1990-1995)
(avril 1997)
C.  Situacion y Perspectivas de la Liberacion Comercial en el Marco de la ALADI (avril
1997)

11. Hisideaisto determine how much convergencethereisaready in theregion, and from there
to develop a strategy for harmoni zation.

Agenda

12. Insofar asthere are two competing models for extending the regional integration processin
the hemisphere (FTAA led by the US, and the South to North extension of MERCOSUR), it should
be obvious where ALADI will come down. Rodriguez is optimistic about the success of the
MERCOSUR formula. He says al that is missing now are agreements between Mexico and
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MERCOSUR and the Grupo Andino and MERCOSUR. Rodriguez calls this model “Brazil en la
ruta de San Martin”.

13. However the forces behind FTAA are very strong, including not only the US, but also the
Trilateral Committeeincluding OAS, IDB and CEPAL. ALADI isisolated fromthisprocess. Watch
closely what comes out of the Belo Horizonte meeting in May.

Research collaboration
14. Rodriguez isobvioudly interested in collaborating with the research community. He could be

avery good source of information and analysis, and should be associated as much as possiblein
what we do. Heis very collaborative, and has a good head on him.
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Personsmet:  Carlos Sere, Mario Torres, Roberto Bazzani, Marcos Lorenzelli (LACRO); Rohinton
Medhora

Object:  Various LACRO meetings

File: 03330; LACRO

Date: April 25-26, 1997

1. 1 'will group various meetingswith collaboratorsin Montevideo here under appropriatetitles.
Mining, Environment and the Community

2. | briefed Carlos and Roberto on recent developments regarding Mining and the Community.
We discussed the Quito meeting with Carlos and it was decided that Roberto should go to discuss
the possibilities of mobilizing IDRC’s energies in this area to form a sub-network of MERN.
Roberto and | drafted a two page note which we will share with participants of the meeting ahead
of time to sound out interest for this sort of initiative.

3. Most of what | might want to say here is in the memo, so there is no need for repetition.
However, there are acoupl e of pointsworth stressing. Oneisthat thisisavery natural areafor IDRC
tobeinvolvedin. AsCarlos Sere hasrepeatedly pointed out, there are probably higher possibilities
for co-funding in this area than most others, both from the private sector, and from Natural
Resources Canada, for whom a network in this area could be an excellent “announcable’ for the
Arequipameeting in Sept. It was suggested that we might take on Ed Dosman asalobbyist for this.

4. | think we sharethe reservation that such a network could not succeed if the “health” angleis
too forcefully stressed. Thereasonisthat health in isolation isnot anatural entry point. The natural
entry point is mining in the community, including health.

5. Wediscussed the possibility of setting up a warking group to devdop a network project.
Possible members - al of whom will be present in the Quito meeting - include the IDRC group,
LourdesY ero, Alyson Warhurst, Gary McMahon, Jim Rader, Jim Cooney, Alberto Pasco-Font, Ed
Dosman, and Juan Ossio.

Social Policy

6. Marcos Lorenzelli isworking on ASPR-related issues from an economic perspective, on a
half-time basis. The rest of his time is spent in CLAEH (Centro Latino Americano de Estudios
Humanos). He has Masters degree from New Loeven University (Louvain la Neuve) in Belgium,
where he specialised in welfare economics and social policy.

7.  We are agreed on the particular importance of social policy issues at this timein Latin
America, and the particular interest of social policy reformsin Latin America for the rest of the
world. There are important economic issues associated with these reforms a both the micro and
macro levels. Mario mentioned the current project which IDB and IDRC arecurrently funding, under
CIDE and ILADES management in Chile. Thisisa$1M project, involving 19 studies over the next
18 months. Marcos will prepare a briefing note for me on the content and status of this project.
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8.  Animportant feature of work on the economics of social policy is that the main research
centresinvolved aretheones| DRC hastraditionally worked within economics(CEDES, CIEPLAN,
FLACSO, GRADE, CINVE, CEPAL...). Research centres such as these typicaly combine
economicswith other disciplines. Marionoted that 80-90% of the projectsinthe IDB/IDRC funded
competition were won by economists. | shared some of the information | had on those research
centreswith Marcos and Mario, and assured them of my interest in collaborating with them in this
area. Thiswould constitute and effective useof IDRC manpower, sincel am already involved with
the research institutions concerned.

9. Itwasagreed thatMarcos should visitsome of the research centres concerned and begin work
on aconcept paper for anetwork on the economics of social policy reformin Latin America, which
could form the subject of a Phase |1 projedt with IDB. There was talk of forming a*task force” for
this.

An economic researcher for LACRO

10. Carlosisrecruiting aresearch officer for the LACRO office. Thiswill help to complete the
current team, consisting of himself, Mario Torres, anew S& T person to replace Charles Davis, a
new ALT PO, the Regional Comptroller, and Roberto Bazzani, who isa LEPO. The new person
would collaborate withthe TEC PI in Latin America, and be available for other tasks in support of
the RD.

11. Rohinton and | reviewed the package of applications received for the position and discussed
them with Carlos. We identified two candidates of particular interest. Oneis a candidate currently
finishing his PhD at the University of Notre Dame. The other has a Master’s degree from the
Sorbonne, and would beimmediately available. It was agreed to limit theinterview processto these
two candidates for the time being. These are highly qualified candidates for a RO position, but we
would not discount the possible evolution of the position into a LEPO position.

ALT

12. Carlosis preparing the ALT Pl meeting to be held in late May. He raised the issue of how
communitiesin areasof low potential intermsof natural resource exploitation should addressissues
of alternativelivelihood. | think thisisan important i ssue to address head on, and agree with Carlos
idearegarding the need for a“macro” view of thisissue. However, | am not sure how researchable
thisis. Carlos wanted some suggestions of who might be called upon to address such an issue at the
ALT meeting. He suggested Al Berry, but agood regional economist with development experience
might be best. Edgardo Lifschitz, who was at the MERCOSUR meeting, might have someideas to
offer. The premise underlying Carlos' thinking on the subject isthat alternative livdihoods should
be provided to these communities. Fair enough. However, a broader view should also look at the
migration option. Thisrequiresthat the resource person or people called upon to assist reflection on
thisissue not bewedded to voluntaristic solutions, inignorance of long-termand largely irrevocable
migration trends.
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Reflections on my own time allocation

13. | am currently amember of two Pis: TEC and MIMAP. However, | am not actively involved
in MIMAP. Certainly, it would not be a good allocation of my time to become involved with
MIMAP in Asia. In Africa, the MIMAP project in Benin and Burkina Faso was devel oped without
input from me.

14. Meanwhile, | havebecomeinvolvedinMiningand the Community issueswith the Ecosystem
Health PI and | am being called upon to collaborate with ASPR on the economics of social policy.
All of thisin Latin America. At this stage, the most efficient use of my timewould seem to me to
be concentration in TEC, including ongoing support for SISERA and RPI in Africa, and
collaboration with other Plsin Latin America. | wonder what Caroline, Joaquim and the PITLs
would think of this, and will discussit with them.

Follow-up: discuss time allocation issuewith Caroline and Joaguim and concerned PITLS.
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Personsmet: Jorge Fernandez-Baca (CIUP); Humberto Campodonico (DESCO); Javier Escobal
GRADE); Francisco Verdera (IEP); Adolfo Figueroa (Catdlica); Javier
Portocarrero (Consortio); Alberto Pasco-Font (Grade); Carlos Yuste (IDRC)

Object:  Mid-term evaluation and Phase I1I of Peru Consortium
File: 93-0404
Date: April 28, 1997

1.  Theprincipal reason for my visit to Limawas to participate with Carlos in a meeting of the
Comité de Coordinacion of the Peru Consortium. Carlosand | wanted to float some of theideaswe
have had regarding what might be envisaged for a third phase. For this, | had two preliminary
brainstorming sessions, onewith Alberto Pasco-Font and Javier Escobal of GRADE, the other with
Carlos Y uste and Javier Portocarrero, the Coordinator of the Consortio. The meeting of the Comité
de Coordinacion, which followed, was a so of a brainstorming nature.

2. Thisnotesummarizesthe current status of thinking on Phaselll of the Consortium. Following
this are discussed the two other topics dealt with during the meeting of the Comité.

Phase III of the Consortium

3. The genera message which Carlos and | conveyed to the group is that a third phase of the
Consortium might be negotiable with IDRC and CIDA (and hopefully other donors) if a different
and more sustainable model of the Consortium could be developed. Bob Anderson, who is Teresa
Pires bossin CIDA, had been to Limanot very long ago, and had said much the same.

opportunity and challenge

4. A mechanism such asthe Consortium issomething one doesnot find in other countries, and
constitutes an interesting innovation. If the value of the Consortium can be shown to extend beyond
the distribution of donor funding among agroup of clients, CIDA and IDRC might be interested in
supporting its institutionalization.

5.  Thekey questions which have to be answered are the following:

a How to institutionalize the Consortium as a joint mechanism for supporting policy
research in Peru?
What joint services would the Consortium provide?
How would its financial sustainability be assured?
How could free entry and exit and competition for research funds be organized?
How could research be better organized, to alow for a degree of programming and
collaboration among research centres which is not possible now?

©oaeo

6.  Objectives of the Consortium could include the following:
a to provide joint services in the areas of documentation and publication
b to raise standards of quality and scientific rigour
c.  topool forcesin mobilizing funding for research
d to pool and disseminae information of interest to the research community
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e.
f.

g.

to assist in the mobilization of resources for specific research activities
to facilitate networking and team building across and within individual research centres
to build capacity for teaching and research.

outline of a model

7. Proposals of how the Consortium might be defined include thefollowing elements:

a

b.

Relatively free entry and exit of membership from the Consortium

Clear definition of the Consortio’ smandate from the start [| wasthinking of limiting the
Consortium to economic policy oriented research, but when you think about it, thismay
not make much sense. However, the more you extend the mandate of the Consortium,
the lessthereisto go around for existing members. A solutionmight beto begin with
economics and progressively extend the Consortium to other areas, as the institution
becomes established, and thereis demand to join.]

Payment of membership fees by member institutions. Here, there is aneed to find the
right formula and amount. It was suggested that membership fees should be in two
parts. A fixed amount per institution (between $2000 and $5000 per year, say) and a
variable amount which would be a function of the number of researchers in the
institution that are part of the Consortium (between $500 and $1000 per year, theamong
varying according to the level of the researcher). Here, my ideais that the Consortium
would be constituted of institutions, but there would be a list of individuals in each
institutions of who is a member. These people would receive the Consortium’s
publications and would be eligible to participate in Consortium-funded projects.
Member institutes would be responsible for the full amount, but might ask individual

researchers on the list to contribute.

There would be different mechanisms for supporting research, in order to reach
researchers of different levds:

(1) asmall grants program ($5000 projects);

(2) anannual medium-size grant program of the type which currently exists;

(3 funding for much larger projects of a programmatic nature, which could be
considered for funding as these come due. Programs of a multi-institutional
nature would be particularly well viewed.

Projectswouldbereviewed for approval by anindependent committeeincluding outside
representation. However, the current in-house review which projects receive before
coming to the Consortium would continue. Member institutions could not prevent a
researcher from submitting aproject to the Consortium, but they could support him. The
history of the project’ sevolution in-housebefore presentation to the Committee would
be made explicit. Support from the institution would be a criterion for selection.
Capacity building could be among the objectives pursued by a project.
Institutionalization of the Consortium would make it easier to obtain funds from other
sources. Funding agencies could support different modes (for example, funding for
small grants from COFIDE, which is a Peruvian development bank) or specific
initiatives (such as larger projects of a programmatic nature).

Capacity building activities, such as project development workshops, would be
organized to facilitate access by more junior researchers. Maybe resources could be
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provided for theresearch centresto organize workshopsfor researcherstoimprovetheir
proposals prior to submission to the Consortium.

discussion

8. | found the group quite open to change of this nature. | wasparticularly struck by the positive
tone of the DESCO representative, who initiated the discussion. Here are some of the key points
emerging from the discussion:

a. Wemight look at how the IDB organizes competitions around specific themes and see
what sort of amodel this provides. [However the niche of the Consortio would bein
medium-term research compared to the IDB’ s support of short-term research. Asmany
people have caricaturized it in other meetings, the IDB formula is a way for IDB to
secure consultancy services more cheaply.]

b.  There was discussion of whether competition for research funds should be fully or
partly opened up. Recall that Roger Y oung’ s eval uation report is quiteconservative on
this question. He proposes that only 1/6 of research funding to be made more
competitive. However, | tried to discourage thinking in these terms. It is a slippery
slope! Besides, it seemsto me contradictory to ask research centresto contribute to the
financia sustainability of the Consortium if the only way to achievethisisto guarantee
to everyone that they will get their money back through a protected mechanism of
access to research funds. | would rather see a structure put in place which pursues
multiple objectives, including capacity building, and contains a range of support
mechanisms. Thiswill require some creativity, and | don’t think all of theanswershave
been found yet. However, members should be confident that their investment in the
Consortium would bear fruit. If therisk of net lossistoo high, the Consortium will lose
members, or fail to attract them. One answer is that collective activities of the
Consortium would generate value for the members other than that of accessto research
funds, and these might be sufficient to justify the payment of membership fees.
However, we are unsure how important these benefits will be right now.

c. A related concern is that the Consortium should generate a cooperative institutional
culture. The question arises how competition for funding can be prevented from acting
asadivisiveissue.

d. It was noted that thereisalot of competition for funding now, outside the Consortium.
If the Consortium existed, could these energies be channelled into seeking funding for
the Consortium? This depends on the success of the Consortium asamechanism. If the
Consortiumwasvery popular among donors, research centreswould concludethat their
best use of fund-raising efforts would be best addressed to the Consortium.

e It was suggested that there is a need for better anaysis of the roles which the
Consortium should play, and whether it would not be preferable to envisage different
instruments for the pursuit of different objectives.

plans and calendar for drafting a proposal

9. | suggested that a drafting committee of four be constituted, including Javier Portocarrero,
Adolfo Figueroa, Javier Escobal and IDRC. Thiswasabit high-handed of me, and therewasavoice
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of protest from Adolfo, who felt the responsibility should accrue to the Committee asawhole. This
iswhat was agreed, though actual drafting will probably be done by the subcommittee..

10. Thedeadline for a draft proposal was set for the August annual meeting of the Consortium
next August. The draft itself should be ready by July 31. In order to enrich the process through
consultation, it was agreed to pursue an iterative approach. Drafts will be produced in Lima, and
shared with Carlosand me by E-Mail. The formulaenvisaged allowsfor two iterations (end of May,
end of June) before the draft is finalized near the end of July. A calendar of meetings was
established.

Workshop on evaluation by results

11. A workshop on evaluation by results will be organized on May 22-23. A consultant will be
brought in for this, along with someone from CIEPLAN (which has gone through this sort of
exercise). It is my hope that the group can profit from this workshop to do a retrospective of the
experience of the Consortium to date, as part of what they need to do to prepare the third phase.
However, the group was not in a position to propose amechanism to ensure that thiswould happen.

12.  Although reporting to CIDA is done on a six-monthly basis, | don’t easily see how one can
properly discuss results and impact on a six-monthly basis. | am a0 suspicious of all the talk of
“indicators’. The whole point of Roger Y oung’s aitique isthat there insufficient qualitative and
contextual assessment. While we would all like for a number of quantitative indicators tell us
everything there is to know, the real world does not work that way.

Canadian partnership

13. Therewere some suggestions of how linksto Canada could be reinforced, and thinking about
thiswill continuein preparation of the third phase. Carlos suggested that a short mission to Canada
could be used to further explore the options. Discussions with the CIEPLAN people was dso
mentioned.

14.  Javier Escobal mentioned theideaof providing some sort of information servicefor Canadian
business. Thisis an appealing idea, but the Consortium might have some way to go beforeit could
replace the Economist Intdligence Unit in thisregard. Unless the Consortium wereto become the
ElU’s respondent for Peru, at some point. Certainly, one could imagine the Coyuntura in the
Consortium’ s Boletin becoming the standard for information aout how the Peruvian economy is
evolving. We could explore how to dothis. Javier suggested the Consortium could do sectord briefs.

15. Other optionsinclude making provision for Canadian PhD gudentsto do fieldwork in Peru,
in member ingtitutions of the Consortium. | think many students could be interested by such an
opportunity, if they had sufficient advance warning.
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16. Additionaly, staff fromthe Consortium could goto Canadafor short-termtraining (pasatillas)
in specific areas, such as Mining Economics (at Queen’s) or other areas of specialization, or even
economic theory for certain people.

cc. CarlosYuste TeresaPires; Y van Robert; Javier Portocarrero and other membersof the Comité
if Carlosthinksthisisagood idea.



Réal Lavergne TR-97/1: April 1997, Santiago, BA, Montevideo, Lima, Havana Page 44

Persons met: Alan Fairlie Reinoso (Universidad Catdlica)

Object:  Discussion of project proposal on regional integration
File: “Third Country Problem”
Date: April 28, 1997

1.  Thisresearcher had submitted a proposal for consideraion in the context of the Consortium.
However, the proposal did not makethe cut at Universidad Catolica. Thismay be dueto differences
between Fairlie and the Director, but in truth, there are weaknesses in the proposal.

2. Not one easily to takeno for an answer, Fairlie wondered if their might be possibilities of
support in the context of an IDRC network. Asit turns out, the proposal fits very well in the TEC
PI’swork program and is similar to ones we have received from Ecuador and Cuba. | agreed to an
exploratory meeting with Fairlie to explore the options.

3. Carlos Yuste shared with me the evaluation of a previous piece by Fairlie and another
researcher, which ILADES had just reviewed. That review isquite critical. While|l would not write
off Fairlie because of this (especidly not without reviewing his work for myself!), some caution
seems advised. The proposal itself suggests that the researcher is thoughtful and intelligent, the
presentation is not as well structured or argued as it could be, and there are weaknesses in the
methodology. Thereis atendency not to distinguish between what is researchable and what is not,
or between assertion and hypothesi s. The background section seemsquite detached fromtheresearch
objectives proposed. One of the critiques made by ILADES is that the authors tend to make
unsubstantiated (ideological) clams.

4.  Prior discussionswith Alberto Pasco-Font identified asecond researcher at Catélicawho also
works on trade and integration issues, Jorge Vega. V ega seems better known than Fairlie, so| went
into the meeting with Fairlie thinking | would explore the possibility of ajoint proposal by both of
them.

5.  Fairliesayshehasworked together with VVegabeforeand hewould be happy to produceajoint
proposal with him. They have different viewpoints. Vegais evidently more neo-liberal in his
approach, and advocatesaflat external tariff. Fairlieadvocatesamorediscriminating approach. This
strikes me as a perfect combination, as they will be able to “police” each other from making
unfounded assertions of the sort ILADES seemstto criticize.

6. Farliehasamaster’ sdegreefromthelnstituto di Tellain Argentina(1988-90), and knowsthe
CEDES people.

7.  Theam of Fairlie's proposal would be to contribute to Peru’'s current negotiations in the
context of the Grupo Andino, Mercosur and FTAA by studying the structure of Peru’s trade with
different groups of countries. His hypothesisis that there are complementary ways to proceed on
variousfronts, and that research couldillustratethis by showing which sectorsor product groupsare
of greatest importance in each case. Fair enough.
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8. Thetrick is to find a way for researchers to make a contribution in a way which is not
repeatedly overcome by events, which are moving very quickly on each front. Toillustrate, hereare
some of the eventswhich could condition the research:

a Peru just pulled out of the Grupo Andino a couple of weeks ago, over conflicting
policies on the common external tariff. The Finance and Economics Ministry of Peru
wants a flatter extemal tariff than the other Andean Group countries are willing to
concede - then Fujimori got in the act, and seemsto have acted precipitously in agame
of brinkmanship with Colombiaand Venezuela. At the Sucreministers’ meeting aweek
ago, it was decided to allow a 60 days cooling-off period before Peru’s withdrawd
becomes definitive. Peru had already virtually withdrawn from the Grupo Andino in
1992.

b.  Peruiscurrently engaged in negotiations with MERCOSUR

C. For FTAA, the Belo Horizonte Ministers' meeting in May could have alargeimpact on
the trade negotiations agenda for all of the Americas.

9. AsFairliepointsout, even if Peru pulls out of the Grupo Andino definitively, there will bea
needfor bilateral agreementsbetween Peru and others, aswasdone after 1992. Research should help
identify those sectors where agreements would be most desirable. Fairlie says he and Vega have
couldlinkswiththe Ministry of Industry, and theMinister ishimself from Catdlica. | will belooking
for discussion of thisin any revised proposal we receive.

10. Some of the type of work which Fairlie wants to do is a'so done by Rodriguez Gigenain
ALADI, and | shared the ALADI documentswhich Gigena had given me with Fairlie. Some very
interesting synergies could be envisaged here.

Conclusion

11. Fairlieand Vega will prepare a revised proposal in which the background, objectives and
methodology sections are moretightly integrated. From there, | will see what options there are for
supporting the project, as part of a package.

12. If the project is sufficiently interesting, it might be possible to organize a small network of
similar studies in each of the Andean Pact countries (Bolivia, Peru, Ecuador, Colombia and
Venezuela). Such aproject could be quite easy to organize, using E-Mail. What | like about it isthat
the methodol ogy would likely berelatively straightforward. Let’s see what Fairlie and Vegacome
up with first.

13. A proposa should be forthcoming within one month or so.
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Persons met:  Alberto Pasco-Font (GRADE)
Object:  Touching base with GRADE
File: GRADE

Date: April 28, 1997

1. I report on my meeting with Alberto Pasco-Font separately under the entries for the Mining
and the Community project and the Peru Consortium. Here, | just want to take note of alarge project
which GRADE is developing, that | should be aware of in future.

Project on post stabilization

2.  GRADE did a very large project on economic stabilization in 1988-90, in the run-up to
presidential elections at the time of Garcia sdeparture from the scene. Therewas USAID and WB
money for this, for atotal of $700k. It was done for CONFIEP (Confederacién de Empresarios...),
andwasavery politicized project. Brookingswasinvolved. Also Jeff Sachs. But it would have been
better for GRADE if Vargas LIlosa had won the elections. Evidently, thereis less accessiblility to
the Fujimori government now than GRADE would like.

3. Now, GRADE would like to organize a second project of this sort, for the post-stabilization
era. | can see how this might be similar to what CEDES hasdonein Argentinain Phase | and I of
IDRC’ s current support for them, except that the CEDES project is a compaative one. Anyway, if
they get funding for it, this project would start in 1998 and be ready for theyear 2000. Javier Escobal
and Jaime Saavedra are working on this now.

4.  Albertowasnot asking for IDRC support at thistime, but wanted meto know aboutthisinthe
context of the CEPAL and Consortium projects. He notesthat GRADE involvement in the CEPAL
project could have synergies with thisinitiative.

5. For my part, | wonder if this would not be a good project for the Consortium. | suppose
GRADE would not want to share this with the Consortium if they can avoid it, but maybe funding
for something like this could be easier for the Consortium. Can’t really say at this stage.

6.  I'll try to get more on this next time | amin Peru.

Documentation

7. 1 am bringing back areport on GRADE's activities and staff for 1995.



Réal Lavergne TR-97/1: April 1997, Santiago, BA, Montevideo, Lima, Havana Page 47

Persons met: Lourdes Tavares (U. of Havana, Vice-Rector, International Relations);
Vilma Hidalgo (Head of Research, Macro-Micro Dept.);
Nelida Gancedo (Head of the Macro-Micro Dept.;
Carmen Quintela (Researcher);
Juan Vela (Rector);
Kenneth McGillivray, (Associate Dean, Carleton University);
Juan Carlos Lerda, (Regional Advisor on Fiscal Policy, CEPAL);
Jean-Jacques Bastien, (Development Advisor, Canadian Embassy);
Antonio F. Romero Gomez (Director, Centro de Investigaciones de Economia
International -- CIEI);
Nancy Madrigal (CIEI, Heads thar international trade section);
Elda Molina Diaz (CIEI, international finance section)
Object:  Project monitoring and development: “Cuba MA” and “The Challenge of
Reintegrating the World Economy for Cuba”
File: “CubaMA and pipeline “The Challenge of Reintegrating the World Economy, Cuba’
Date: April 30 - May 2, 1997

Economic research and training in the Universidad de Havana

1.  Althoughit isthe most important university in Cubaby far, the Universidad de Havanaonly
has about 8000 students. It is a relatively specialized university, including the social sciences,
humanities and the natural sciences. Other facultieshave been progressively hived off into separate
universities, of which there are now six in Havana.

2. Economictraining and research aredone out of the Faculty of Economics, the Research Centre
for International Economics (CIEI) and the Centre for Research on the Cuban Economy (CEEC).
The Universidad de Havanaisthe “rector” university for all economic training in the country, so it
makes sense that we should focus our efforts on them.

3. Thebasic degreeisthe licenciatura, which is bascally afive-year BA, including athesisin
thelast semester. Lengthwise, thissoundsalot like our MA, and the courseload is quite heavy. Two
degrees are offered, one in “global economics’, the other in enterprise managemernt. There is
increased attention to graduate training in economics at this time, and student loads have been
reduced drastically at the undergraduate level, from 120/year to about 50 in terms of incoming
student loads.

4.  Graduate level training indudes the Carleton MA (see pamphlet), a parallel MA program
offered by the Faculty itself (offered in Spanish; see document that | am bringing back which
describes the program) an MA in Internationd Economics offered by CIEI, and a doctorate in
International Economics which isjust being set up by CIEI in collaboration with the University of
Barcelona. The university also offers a doctorate based on thesiswork, which | gather must be like
the old Doctorat d’ Etat in France. | did not get much information on this.

5. Most researchisdonein CIElI and CEEC. Staff in these centres have teaching obligations as
well, but the course load is reduced: 4-6 hours a week compared to 12-14 in the Faculty. These
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research centresenjoy better working conditions, aswell. However CEEC does not just do research.
They also collaborate with the Ministries on internal studies, and do a considerable amount of
consulting work for state enterprise.

6.  Economic research in the Faculty isonly beginning, expect for the group on social policy,
whichisabout 5 yearsold. All toldthere is a group of about 20 academics, most of whom took the
Carleton program, wanting to use research asavehiclefor ongoing capacity building. Perhapsthere
isalonger tradition of research in political economy, since economics as adicipline did not exig
in Cuba prior to the initiation of the Carleton program in 1993.

7.  Thephysical infrastructureis good in CIEI and CEEC. Although researchers have accessto
limited office space (usually 2-5 researchersper room), working conditions are bright and pleasart.
These Centres are located in the suburb of Miramar, when a number of related establishments are
alsolocated. Oddly enough, most research work isdone from home, which and the officeslook quite
empty. .

8.  Thetwocentressharealibrary, whichisfully computerized. Likeelsewherein Cuba, holdings
arelimited to what can be obtaned free of charge. Thisincludes considerable documentation from
CEPAL, and whatever else they can obtain on agrant basis.

9.  TheFaculty is housed in a dilapidated building downtown, which looks like a bomb hit it.
Offices and classrooms corresponding to the MA program are located on the twelfth floor, and the
elevator has been out of operation for some time. Thisis as bad as anything | have seen in Africa.
However, thefacilitiesfor the MA program itself are not so bad, thanks to outside resources, which
have allowed the purchase of furniture and computer equipment. Thereisalibrary in the Faculty,
which appearsto be of limited use (I did not visit it), and a separate collection of some substancein
the Macro-Micro department, purchased using Canadian funds or which they have been able to
scrounge from various sources.

10. Accessto computersisrelatively limited, the average being about one computer for each 5
researchers, including some 386's, and at |east one fossilized dinosaur fromthe XT/AT generation.

11. Onething| did not insist upon wasto see what publications different centres have produced.
That will have to be for next time.

MA program

12. Teaching inthe economics Faculty covers management as well as economics. There arefive
departments in all: Statistics and Computing, Marketing, Enterprise Management, Devel opment
Economicsand Micro-Macro. Devel opment Economics appearsto include everything from the old
school and | did not have any contact with them. The Department of Micro-Macro emerged at the
same time as the Carleton MA in 1993. Before that, the focus was on the economics and
management of thefirm.
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13. Thechangeinorientation isrequired dueto the growth of the “ emergent” sector in Cuba, and
the growing responsiveness of state enterprises to market forces.

14. 1 sawinLourdes last report that Patricio Meller did somesort of evaluation of the program.
I’ ve never seen this, and asked L ourdes about it. We did not have the opportunity to dig it out while
| wasthere, so I'll try to find it in the file in Ottawa, and get back to Lourdes or Patricio if | can’'t
find it.

15. Thefirst Cuban group to take the Carleton MA (class of 94/95) found it very difficult. They
had difficulties with the language as well as the theory. Out of 32, only 7 passed without having to
take any coursesover. Fifteen passed in the end. Beginning with the second round, the involvement
of Cuban counterparts who could teach in Spanish proved to be agreat help, asdid theintroduction
of preparatory courses taught by the Cubans. Most of the teething pains have passed now, and the
fourth round gets underway in June. As Patricio Meller pointed out to me in Santiago, the Cubans
did not have the background to take full advantage of MA level courses. He thinks it would have
been better to organize a separate MA program separate to their needs.

16. Thereare now alargenumber of CEPAL and other Latin American economids teaching in
the program (5 + 4 out of 19; seereport that | am bringing back for the file). Lourdes had to fight
for this, because CIDA would not accept it in the project design and Cuba at one point said they
would rather not have any funding than do the MA on CIDA’s conditions. Generally, Lourdes is
finding dealing with CIDA very difficult and time-consuming. Shethought the delaysfor finalizing
the project and contract procedures excessive, and pointsout that CIDA money hasstill not arrived.
Thisisfor a program which began last July or so.

17. Thosefrom CEPAL do not chargefor their time, and there isareduction of coststo Carleton
asaresult (salaries plus associated overhead). Part of that saving may be allocated to development
of teaching in public administration, and there are discussions going on in this regard among
Kenneth McGillivray, Juan Vela and the CIDA representative in Havana, JeantJacques Bastien.
Lourdes mentioned that the plan isto create acdtedra in public administration.

18. The other areawhere there may be potential savingsis with the elimination of plansto send
Cubansto Carleton for PhD training. There seemsto be a general consensus that this would not be
agood use of funds, for all the usual reasons | suggested that they should consider shorter staysin
Canadafor Cubans (3-6 months) the way we have been doing intheRPI project. Thisideawaswell
received. | will follow-up on thisin an ongoing way to ensure that appropriate synergies with the
department’ s research program are built into these estancias.

Research group in Micro-Macro

19. Lourdesreiterated that it would not be appropriate tocreate anew research centre at thistime.
The opportunity may arise as part of general restructuring in the university. It is obvious to me that
creation of a new research centre in paralel to CIElI and CEEC would be viewed with great
suspicion. However, researchers trained in “non-orthodox” economics through the Carleton MA
program have organized themselves into a group of sorts. Over time, it is their wish to create a
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research centre. There are 20 members now, and they developed a two-year research program
beginning in March 1986. There are four sub-groups covering macroeconomics, ingtitutions, social
policies, and international economics.

20. | have a background document which explains what they are trying to achieve through this
program. As| understand it, one could say they aretrying to establish amodern research culture, by
undertaking modest research programs, and seeing how research is undertakenin other countries.
They described this ascapacity building in virgin territory. So far, 7 people have gone abroad (see
report that | am bringing back), including 2 that went to IPEA in Brazil, without need of IDRC
funding. They mee once aweek to discuss their research proposalsand progress, and organized a
two-day workshop of about 30 peoplein January. | saw the papers from that workshop, and did not
find them particularly impressive, but gforts are being made under difficult research conditions.
They described their needs as follows:
a.  accessto bibliographical materids
b.  “training” (contact) with counterparts working in similar areas in other countries -
preferably for longer periods of 2-3 months
c.  workshops
d. office materials - like paper (although this should not be a problem once the CIDA
project comes on sream.

21. Fivepeopleareplamingto go abroad scon. Theseincludethetwo going to Bolivia(seeletter),
for which arrangements need to be made as soon as | get back, two more going to IPEA (no funding
needs for this), and one going to CEDES in Argentina.

22.  Vilmawould like to take this program through the full two year cycle and asked if IDRC
resources and a second extension to July 1998 could be provided far this. Very little money is
required, perhaps $25,000 US, and | thought we could probably do this. | asked them to prepare an
official request, and | will discuss it with Rohinton. | think it is important to build upon the
achievements of the Carleton program, and that this constitutes an inexpensive way for IDRC to
keep thingsmoving. However, thiswill not prevent usfram supporting more programmatic research
inthe TEC P, as discussed below.

23. Accesstoinformationin Cubais a problem, because so much of what they might need to do
researchis*classified”. Vilmasaysthey can sometimes access classified data, but cannot reproduce
itintheir research results. | exped apart of thissituaion may betransitory, sincethe probem seems
tobelessacutein CIEIl and CEEC. Thegroup claimsto have good linksinthe Ministries. They were
at pains to point out that they are being involved in certain courses as part of a special program to
pavetheway toward the creation of aCentral Bank. Thegroup considered that thiswasan important
step toward recognition for them. [I think their role is quite marginal, and Bastien said the key
people are coming from abroad, but | agree thisis a step in the right direction.]

24.  Another aspect of research isthe very low level of salaries, which arearound 400 pesos per
month. What this signifiesin dollars depends on the exchange rate which goesfrom 1 to 1 officially
to 20 to one on the parallel market. Cubans have access to free health and education and very
inexpensive accommodation. Then they haverations (the libreta), which givesthem accessto basic
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needs at very low prices. However, asaary of 400 pesos a month still translatesinto poverty. It is
estimated that 600 pesos are required per person to purchase the basic necessities of life (i.e. food).
Getting out of the country for afew weeksat atime, and the per diemsthat thisrepresents, thus plays
avery important role, unofficidly, in supplementing researchers’ incomes, just as they have done
for yearsin AERC. Considering that CIDA is spending millions to train these people, some effort
to keep them in the profession seems like a good investment.

National research programs

25. Currentresearchin Cubaisorganized around 12 national research programs. | haveapamphl et
which describes these. The onesin the socia sciences, using abridged titles, are the following:
a Global Trendsin International Relations. Thisis headed by Antonio Romero, though
not as director of CIEI. These programs are multi-institutional. The program has 28
projects, of which 4 are under CIEI.
b.  The Cuban Economy. Headed by Oswaldo Martinez, Director of the Centro de
Investigacion de la Economia Mundial, which is tied to the Consejo de Estado.
Martinez is president of Comision de Asuntos Econémicos of the Cuban Parliament.
c.  Cuban Society.
d.  Tourism.

About CIEI

26. Asnoted earlier, CIEl isinvolved in training aswell asresearch. It hasitsown MA and PhD
programsin international economics and participatesin 5 other MA programs on campus, as well
as undergraduate training in various disciplines. The MA program supports about 20 students full
time (for two years) in addition to part time students.

27. CIEIl has 24 staff working in three groups:
a.  Global trends (8)
b.  International economics and integration (7)
C. International Money and Finance (5).

[ The numbers don’t add up to 24 becausethereis also the head of training and the Director, plus 2
people who are abroad right now.]

28. CIEI projectsareind cated below by program. | indicatewith an asterisk those that constitute
priorities in the national program of the Global Economy mentioned earlier.

29. Nancy Madrigal Rodriguez headsthe groupon International Economicsand Integration. There
arefive projeds:

a.  Chalengesof the WTO for Cuba

b Hemispheric integration

c.  Caribbean integration

d.  linkswith the European Union

e *NAFTA
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30. The international banking and finance group is headed by Mercedes Ruiz. There are two
projects:
a  *FDIlinLA inthe 1990s - lessons for Cuba
b. FDI in the Cuba/Mexico/Canada interface (if 1 understood right). Carola Salas is
looking at thisin ITAM Mexico, where she is doing a post mager’ sthesis

31. Theglobal trendsnetwork has three projects:
a.  *Transitionsin China Vietnam, Eastem Europe and Russia
b.  The new technological paradigm
c.  *longterm trendsincapitalism.

32. 1 ambringing back someinformation onthe PhD program they are setting up with Barcelona.
| am sure Arch Ritter and Kenneth McGillivray will be intereged in seeing this. This program will
befor staff of CIEI, who will take coursesin blocks of limited duration, in Cubaitself, so they don’t
have to abandon their other duties entirely.

About CEEC

33. CEEC has 21 researchers, divided into two groups. Eight people work on glabal, sectoral or
structural issues; Thirteen work at the enterprise level, providing technical support for state
enterprises. My interest wasin theformer group. Juan Triana, the Director, mentioned thefollowing
projects or project ideas, keepingin mind IDRC's PIs.

a.  agood part of their work involves cooperation in working groupsin the Ministries, for
exampleinindustrial policy, theagro-livestock sector, andindustrial restructuring; they
do somethingsin conjunction with the Instituto Nacional de Investigacion Economica
intheMinistry of Economicsand Planning [INIE isagovernment think tank with about
20 people. Good peopl e, and do publish atrimestrial journd, so their work does get out.
They do economic forecasting and modelling. CIDA workswith them However, | did
not get a chance to visit them thistime around.]

b.  Industrial economics, including issues of competitiveness.

c.  *Employmentissues, particularly asregardsthe new sector of the self-employed. There
are possibilities for collaboration with the U. of Toronto here, in follow-up to Gustavo
Indart’s mission to Cuba.

d. Socia Policy

e Ongoing work on the Agriaultural and Livestock sector, including attention to
environmental issues.

f. *Sectoral implications of foreign investment in Cuba.

g.  Purchasing power estimation of Cuban national incomein comparison to other countries

h.  Potential for setting up free trade zones in Cuba.

*Refersto projectsfalling under the national “ Cuban Economy” program of the Ministry of Science
and Technology.



Réal Lavergne TR-97/1: April 1997, Santiago, BA, Montevideo, Lima, Havana Page 53

34. Contrary to the situation for researchers in the Faculty, it ssems CEEC does not have any
particular problemsof accessto data. They also dosomeof their own survey work, asrequired. Their
needs are for computer equipment and training in research methodology (survey methods, for
instance).

The CIEI project on Cuban Trade with Canada after NAFTA

35. Cuba sisolation from current regional integration schemes meansthat the challengefor Cuba
liesin its bilateral trade with other countries, notably Canada, Mexico and the European Union.
IDRC has been discussing the idea of a collaborative project between CDAS and CIEI for some
time, and | had offered comments on a previous draft before leaving on travel. Antonio Romero
handed me the revised draft when we first met in Cuba.

[ Tony Romero and Nancy Madrigal Rodriguez werein Canadafor two weeksworkingwith CDAS.
They left asynthesis of the talksthey gavein McGill, Focal/NSI, U. of Montreal and U. of T. with
Rosalind Boyd. | look forward to seeing it.]

36. Theideaof animportant project to identify areas of trade and investment potential between
Cuba and Canadais appealing, and could in prindple constitutea very good investment. However,
after reviewing the project, | wasdisappointed to see how weak the project remained, interms of the
hypotheses presented as well as methodol ogically. What this saysto meisthat the partnership with
CDAS is not drawing as large dividends as | had hoped. They have done a good job in terms of
process (identifying the parts of the project for budgetary purposes), but do not seem to have
contributed much methodologically. Now that | have the CV of Frankman, the CDAS economist
working on the project, | see that he probably does not have much expertise in this sort of very
practical type of research. Hiswork is more political-economic-North-Southish in orientation.

37. Intermsof hypotheses, the project continuesto be justified interms of trade and investment
creation and deviation. However, there is no reason in my mind to believe that this should be the
major preoccupation for Cuba, because Cuban exports to Canada, as listed in the Kirk McMahon
report are mainly primary goods, and probably not subject tovery much in the way of protectionin
Canadain thefirst place. The hypothesis of possible positive benefitsfor Cuba as adefensive move
by Canadian investors losing protected markets does not seem to me particularly tenable either.

38. Intermsof methodology, the emphasisof the proposal on past and current Cuba-Canadatrade
and investment flows seemsmisplaced. If theintent isto identify areasfor possibletrade expansion,
the past will tell uslittle. What we should be looking at are the dynamic sectors of the import trade
in Canada from other countries, Cuba’s productive structure and possible comparative advantage,
and the nature of what Canada has to offer Cuba. Hardly a word is said of these things in the
proposal. All this suggests the need for caution.

39. | discussed this with Jean-Jacques Bastien, and he pointed us toward the Trade Fadlitation
Officein Ottawa, which isfunded by CIDA tohelp countries such as CIDA penetrate the Canadian
market (). He says he worked with them alot when he was based in Eastern Europe. The office has
developed programs in 12 countries of Eastern Europe. Their offices are on Sparks Street.



Réal Lavergne TR-97/1: April 1997, Santiago, BA, Montevideo, Lima, Havana Page 54

40. Theproject budget isfor 192k, much of thisgoing to pay for the CDAS contribution. One has
to ask whether such alarge investment isworthwhile, and whether the CDA'S contribution isworth
that much. Even from the Cuban side, one should ask if the research activities identified justify as
much work as the budget indicates (one person full time for two years).

41. | asked Romero: “If IDRC offered you 192k, and asked you how you would like to spend it,
would you allocate it in thisway?’. The answer is no. The project was conceived the way it was
because a Canadian link was thought to be necessary, and because it was thought necessary to focus
resourceson asingle project. Freed from these constraints, CIEI could support awhole program of
research for three years with this much money, under the general heading of “ The Challenge of
Cuba’' s Reinsertion in the World Economy”. However, Romero thought this would not constitute
afundable proposal. Well, why not?

42. Weleftitthat CIEI would try to reformulate theproject in theseterms. An effort will be made
to tap the project to help reinforce CIEI in an institutional capacity through purchase of books for
thelibrary and computer equi pment. Subprojectswill be on International Finance, WTO issuesand
“NAFTA”. Hopefully the treatment of NAFTA will be enriched by our discussions concerning
hypotheses and methodology the next time around. Later, | would discuss this with Lourdes, and
expand the research program still further. See below.

43. A particularity of the CIEI project isthat thereisan amount for salary for Ignacio Vera. Vera
isanintern, for now, and as such he only receives 180 pesos per month. The problemisthat if IDRC
acceptsto cover hissalary, we have to exchange dollars at an exchange rate of oneto one. A better
deal would be had if Ignacio travels to Canada and brings dollars back to Cubato change (legally)
on the parallel market.

Extending the CIEI project

44. A particularity of CIEI isthat they tend to look only outside the country. As Lourdes put it,
that isnot sufficient toallow them evento answer thelimited questionsabout comparative advantage
that they are asking themselves regarding trade to Canada. Cooperation with CEEC would be a
useful complement to their view of the world. Similarly, cooperation with the Micro-macro group
would encourage acloser look at policy issues, such asthe exchange rate, which impinge on Cuba's
success in promoting exports.

45. There are a number of reasons for believing that the best way for IDRC to support research
in Cuba is by supporting a program of research involving not just CIEI but also CEEC and the
Micro-Macro group. First, itisone of TEC's objectives to encourage research into the coherence
of the policy package which impinges on trade; secondly, we do want to support research in the
Micro-macro group aswell, for projects of longer duration and specificity than the ones mentioned
earlier; thirdly, there could be important synergies from collaboration among the various research
groups; finally, there are quite a few project ideas in the pipeline, including Carmen Quintela’s
project on the exchange rate, Lourdes project on tourism, and the project on FDI in CEEC.
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46. Interestingly, there seems to be little resistance to this sort of collaboration in Cuba. My
meeting with Lourdes was the last one of the day, so | was not able to get back to Antonio Romero
before leaving, but let’s see what the Cubans come up with. A selling point for CIEI is that
collaboration with the micro-macro group gives them stronger accessto CIDA funding. The CIDA
project includes 80k for two major seminars/conferences, and 164k for research over five years (28k
for textbook development and documentation; 83k for research capacitation; 38 for publications
and 26k for computers). Lourdes will work this CIDA contribution into the proposd to IDRC asa
local contribution. We spoke of a 200k project over 3 years, though | suppose that might be
negotiable up or down.

47. We agreed that afirst draft proposd would be produced ove the next month or two, intime
for Lourdes and | to discuss it when she comes to Ottawa near the end of June. Each subproject
should have a couple of pages explaining the research problem and the researchers needs for
support.

48. By sometime in the summer, the major diagnostic study which CEPAL is doing should be
ready, and thismay have someinfluence onthefinal configuration of the project. However, thisdoes
not prevent us from moving ahead with drafting at this stage L ourdesisawarethat we may haveto
go through several iterations. Too bad they don’'t have E-Mail. Thereisamajor E-Mail component
inthe CIDA project, but all of the infrastructure (cables and such) isnot likely to be up and running
until December 1997 or so.

Misc. Networking

49. Juan Carlos Lerdais an old hand on the MA Program and obviously very dedicated to it. He
teaches in the area of fiscal policy, and advises the Ministry of Finance in Cuba. In CEPAL, heis
responsible for fiscal issues for the next inter-governmental meeting of CEPAL.

50. Hesuggeststhat IDRC could contribute by bringing Cuban researchers together with others
who have worked on dollarized economies. He pointed to aworkshop on thisin Santiago in 1993,
whichwaspublishedinILADES sjournal. Guillermo Calvo had presented something for Argentina.
A good contact on thistopic isaMr. Savatana, a Uruguayan economist, who is now with the IMF.
He has done a piece on 4 countries, including Uruguay, Bolivia, Argentinaand one other.
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Persons met: Jean-Jacques Bastien (Canadian Embassy)
Object:  Exchange with CIDA on aid to CUBA
File: “Cuba’

Date: May 2, 1997

1. Bastiengave meathree pagenoteon CIDA’sprogramin Cuba, so | don’t haveto get intothat
here.

2. Tosummarize very quickly, the major elements are asfollows:

a.  firstof al thetier ondtier two programswith Canadian universities: University of New
Brunswick (700k over 5 yearsin oceanography); Carleton with 5M for the MA program
in economics and other activities (English training, biotechnology, gender studies,
business administration, communications); Simon Fraser and McGill with smaller
projects on tourism.

b.  abig project with the Ministry of Finance and Prices on the Cuban side and Revenue
Canada ($5M over 4 years)

c. A project on monetary policy involving the National Bank (about to becomethe Central
Bank) ($800k to 900k)

d.  Support for the Ministry of Economics and Plaming in the preparation for the 98/99
plan. Thisinvolves training in public administration, and as in all these cases, alarge
component for equipment. In all, 200 workstations, established in a networked mode,
will be set up.

3. Ascan be seen from the above, CIDA’ s support involves each of the three major economic
agents in the Cuban government. Bastien describes Canada’'s approach in terms of concern for
governanceissues, but sayswe are not being heavy-handed about it. The expectation isthat we will
have an impact over time, through contact. He contrasts this with the approach of thenew Spanish
government (conservative), which came inforcefully, and met with severe resistance. It seemsthe
new Spanish ambassador has not been allowed to take up his functions. Canada has the second
largest aid program in Cuba (6M/yr) after the Spanish.



