


HARVARD HISTORICAL STUDIES  ♦  192

Published under the auspices of the Department of History  
from the income of the

Paul Revere Frothingham Bequest

Robert Louis Stroock Fund

Henry Warren Torrey Fund





The World That Latin America Created

The United Nations Economic Commission  
for Latin America in the Development Era

M A R G A R I T A  F A J A R D O

H a rva rd Univ ersit y Pr ess
Cambridge, Massachusetts

London, England
2022



 Copyright © 2022 by the President and Fellows of Harvard College
All rights reserved

Printed in the United States of America

First printing

Cover photograph: Christian Castillo

9780674270022 (EPUB)

9780674270039 (PDF)

Cataloging-in-Publication Data is available from the Library of Congress

ISBN: 978-0-674-26049-8 (alk. paper)



 Por mis papás, Edgar y Aura Cecilia

To my husband, Ollie





Contents

		  Introduction	 1

	 1	 Latin America and the Postwar Global Order	 18

	 2	 Center and Periphery in Action	 44

	 3	 “Structuralism,” “Monetarism,” and the Politics  

of Inflation	 73

	 4	 Revolutions Left and Right	 102

	 5	 Toward Dependency Theory	 140

	 6	 The Many Lives of Dependency Theory	 166

		  Epilogue: Dependency Theory in the World and Back  

in Latin America	 197

Archives	 219

Abbreviations	 221

Notes	 223

Acknowledgments	 269

Index	 273





The World That Latin America Created





Introduction

In early 1964 Raúl Prebisch left Chile to tour the world and export the 
revolution he had fueled in Latin America. Traveling from Niamey to 

Tehran, Prebisch hoped to rally the forces of what almost two decades 
earlier he had termed the world’s “periphery” to fundamentally transform 
the global system of trade and finance. As Prebisch spread the gospel of the 
unequal exchange between the world’s industrial centers and the raw 
material-producing peripheries, his old companions in Santiago and a few 
newcomers who had joined the fold were tearing these ideas apart in an 
effort to breathe new life into what seemed a depleted theoretical frame-
work. Frustrated with its results, they questioned the core assumptions 
behind the development project that together they had launched and that 
put their institution, the United Nations Economic Commission for Latin 
America (CEPAL for its acronym in Spanish and Portuguese), on the re-
gional and global map.1 Even as Prebisch was gaining international trac-
tion, his ideas clashed with the revolutionary ferment in the region. Those 
ideas were increasingly intellectually challenged and politically discred-
ited for hindering more than fostering the region’s desired autonomy from 
global economic forces. In this moment of political upheaval and intellec-
tual turmoil, “dependency theory,” a new paradigm, was born.

From center-periphery to dependency ideas, The World That Latin Amer­
ica Created recovers a vision and project for the transformation of Latin 
America and the world economy that both inspired and repelled dependen­
tistas and that eventually transformed how statesmen, activists, and experts 
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understood the global economic order.2 Primarily working under the aegis 
of CEPAL, these Latin American economists—even more so than their more 
famous US counterparts—made the global institution their own and eco-
nomic development a worldmaking project in the post-World War II 
era.3 In words and concepts that echoed old categories of imperialist theo-
ries but departed dramatically from them, these economists, known as 
cepalinos, squared the problem of economic development with that of inter-
national trade. Using the global concept of center and periphery, they argued 
that the existing pattern of production and trade placed Latin America 
and the world’s periphery at an extreme disadvantage. Given that the prices 
of primary products, mostly produced by the periphery, relative to those of 
manufactured goods, produced at the center, fell over the long term and 
were also much more volatile in the short term, the trade pattern hindered 
national accumulation and widened the global gap between the center and 
periphery. To transform this pattern and make the global economy work for 
the periphery, cepalinos spearheaded an internationalist development agenda 
that gave them regional and global influence even as they insisted on the 
importance of national industrialization and the expansion of domestic 
markets as the path to autonomy. Pushing for more, not less, international 
trade; more, not less, foreign aid; and more regionalism and less nation-
alism, cepalinos sought to transform Latin America, and through it, the 
global economy.

In an era of competing global projects, especially those forcefully ema-
nating from the North, cepalinos held regional and global sway. Bearers 
of a momentous transformation of their own, cepalinos made their ideas 
the main economic paradigm in the region, in fact exercising their own form 
of hegemony. By recruiting local allies, making partnerships with key gov-
ernments, training bureaucrats, spearheading cooperation policies, and 
themselves occupying positions of power, cepalinos gained a prominent 
space in the region. In the global battle of economic ideas unfolding in Latin 
America, cepalinos were not the underdogs, trying to defend a narrowing 
territory. More than a reaction or a refraction of the theories emanating 
from the North, Latin American economists imagined and created an in-
tellectual world for Latin America. Furthermore, as cepalinos set the terms 
of the debate in the region, it was the Northern agencies and institutions, 
with their competing economic agendas, that tried to catch up with cepal­
inos and unseat them from their privileged position. When the position of 
cepalinos was threatened in Latin America, their ideas found new homes 
in the international arena. On the one hand, they provided the rationale 
for the demand for a new international economic order based on more 
equitable integration of the countries of the Third World into the global 
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economy. On the other hand, recast by the dependentistas, who stormed 
the global social sciences, they paved the road for other theories of world 
systems.

Like the cepalinos’ own project, this book is centered on Latin America, 
more specifically on Chile and Brazil. Like their work, this book has a global 
scope and significance beyond recovering an intellectual counterpoint to 
modernization theory from the global South.4 It demonstrates the influ-
ence of cepalinos and dependentistas in the global development field and 
the global social sciences, respectively. The book also traces the emergence 
and transformation of a regionally grounded global vision that became the 
dominant explanatory framework for economic development and sta-
bility despite the existence of more powerful economic agendas that con-
tinued to emanate from the North. Through the story of cepalinos and 
dependentistas, this book stands not only as a contribution to writing more 
inclusive or “wider and deeper” global histories but also as a challenge to 
narratives of the universal triumph of the global North’s economic ideas 
and institution.5 Simultaneously, it explains how theories, conceptualized 
from particular local vantage points and drawing from global networks, 
become “Latin American.” The book journeys the worlds that cepalinos 
and dependentistas created.

In an effort to make the world anew after the end of the Second World 
War, multiple projects with global aspirations emerged. Anticolonial move-
ments crafted paths to self-determination and transformed the arena of 
world politics. In Western Europe, as countries struggled with devastation 
and reconstruction, integrationists brought together old rivals and paved 
the road for unprecedented political experiments of supranational sover-
eignty. In mainland China, old nationalists were defeated and new Marxists 
spearheaded a peasant-led revolution that transformed the global prospects 
of Communist revolution. And as the United States and the Soviet Union 
emerged victorious from the war, these global superpowers also sought 
to remake the world in their image.

In remaking the global economic order after the war, Latin Americans 
clung to internationalism.6 In the early twentieth century, Latin Americans 
saw in the League of Nations an opportunity to strengthen their position 
in the international arena. Even if European affairs dominated the agenda 
and Latin America’s role was eventually marginal in the League of Nations, 
Latin American jurists were influential in devising mechanisms of interna-
tional governance in other contexts such as the Pan-American organization, 
itself conceived since the nineteenth century as a counterpoint to Euro
pean influence in the Americas.7 In midcentury, as Latin American lawyers 
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fostered new discourses about human rights in the United Nations, regional 
economists began to take a much more decisive role. Their ideas shaped 
the early United States’s wartime plans for the post-1945 economic order, 
and they were active participants in the Bretton Woods conference that led 
to establishment of the International Monetary Fund (IMF) and the Inter-
national Bank for Reconstruction and Development (IBRD), also known 
as the World Bank.8 At Bretton Woods and in the Havana conference for 
the aborted International Trade Organization, both of which were under the 
command of old and new global powers, Latin American economists 
insisted on the limits that the international system of trade imposed on 
development. They championed and obtained special provisions for devel-
oping countries and the cooperation of the developed world.9 Even if old 
and new global powers held the upper hand, Latin Americans capitalized 
on these international organizations to upend existing power structures, 
resulting in the creation of CEPAL, a new institution whose very existence 
symbolized this vision10 (figures I.1–I.3).

Established in 1948 in Santiago, Chile, the UN CEPAL became the dom-
inant economic institution of the region’s postwar era. In the hands of a 
group of mostly Argentinean, Brazilian, and Chilean economists, CEPAL 
swiftly became the institutional fulcrum for an intellectual project that 
delved into the problem of development and capitalism in and from the 
margins of the global economy. A foundational tenet of their project was 
that Latin America’s place in the periphery of the global economy as pro-
ducer of primary products and raw materials in exchange for manufactured 
goods from the world’s industrial centers constituted an obstacle for eco-
nomic development. Through regional economic surveys and in-depth 
country studies, international forums and training courses, international co-
operation initiatives and national advisory missions, cepalinos made the 
worldmaking notion of center and periphery the central economic para-
digm in Latin America.11 Founded upon this global vision, cepalinos for-
mulated a development agenda to transform Latin America, and through 
it, the global economy. Since their project emerged from the global South 
and expanded to the rest of the world, cepalinos effectively inverted the tra-
ditional directionality of worldmaking.

The economists brought together at CEPAL under the leadership of Ar-
gentine economist Raúl Prebisch became an influential cohort. Coming 
from across the region, these economists had taken on a distinct identity as 
cepalinos within a few years. At their helm was Prebisch, a university pro-
fessor, Director of the Central Bank of Argentina during the Great Depres-
sion, and a banking advisor for regional governments.12 His seniority and 
experience, combined with the prospects of UN-backed internationalism, 
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Figures  I.1–I.3  Three sketches of the United Nations building in Santiago de 
Chile. Designed by a team of local architects led by Emilio Duharte and completed in 
1966, the building is an example of Latin American modernist architecture and has 
been the headquarters of CEPAL since then. The first sketch shows the front of the 
building; the other two show exterior and interior views of the assembly hall known as 
the “snail.” The assembly hall echoes and dialogues with the Andes mountains behind 
the building that dominate the Santiago landscape. ​ (© United Nations. All rights reserved.)
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attracted a group of economists whose careers had barely started. Given 
the incipient stages of economics as an academic discipline in Latin Amer
ica, most of the members of this first group of cepalinos were initially 
trained as lawyers or engineers; some had graduate education in economics 
abroad. Brazilian economist Celso Furtado, who arrived at the institu-
tion even before Prebisch and was an enormously influential figure among 
cepalinos, studied at the University of Paris. Others, like Cuban Regino Boti 
and Chilean Jorge Ahumada, graduated from Harvard; many others, in-
cluding Venezuelan José Antonio Mayobre, Mexican Víctor Urquidi, and 
Chileans Aníbal Pinto and Osvaldo Sunkel, attended the London School 
of Economics (LSE). While Ahumada and Noyola got their start at the IMF 
and Urquidi at the World Bank, many others began their careers at CEPAL. 
Decades later, Pinto summarized what was perhaps the experience of 
many of these cepalinos: “I considered myself a Marxist and a Keynesian 
but then I became a cepalino.”13

Although the term evoked Marxism and early theories of imperialism, 
the concept of center and periphery was a product of cepalinos and the 
development worldmaking project of the postwar era. In the early twen-
tieth century, some intellectuals familiar with Marxism and other Marxist-
influenced intellectuals in the European “periphery” began to transfer the 
concept of “exploited classes” into “exploited peoples” and to develop ideas 
of nations that were “peripheral” to capitalist centers.14 Meanwhile, Marxist 
intellectuals in Latin America were more interested in the feudal trappings 
of the region’s agriculture and economic structures than in the relations be-
tween the region and the world. It was in the wartime context that Prebisch, 
a central banker and public servant heavily influenced by Keynes, began 
to use the terms “center” and “periphery” to describe the inequality em-
bedded in the gold standard system of trade and finance. Born to describe 
the inflows and outflows of gold between Great Britain at the center and 
Argentina in the periphery, the meaning of the terms center and periphery 
broadened in the following years to encompass the United States, the new 
economic center, and the international division of labor between global 
industrial centers and primary-producing peripheries. In the process, the 
concept became the cornerstone of the cepalino project. Eventually, with 
dependentistas, the definition of the notion of center and periphery ex-
panded and came to represent the world economic system as a whole and 
at times was cast in Marxist terms of exploitation, subimperialism, and 
socialism. Nonetheless, since its earliest iterations in the pen of Prebisch, the 
term “center-periphery” implied a novel idea in the conceptualization of 
global capitalism. Although Lenin had prefigured similar ideas from the 
point of view of the capitalist center, the cepalino center-periphery fore-
grounded the existence of a single unified economic system that was “he-
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gemonically organized” seen from the point of view of the periphery.15 By 
doing so, the cepalino project broke from the linear notion of “progress” and 
“backwardness” that prevailed in comparisons of the “wealth of nations” in 
both Marxist and non-Marxist, North and South traditions. The notion, if 
not necessarily the term, would become crucial for the field of international 
development.

Throughout the postwar era, cepalinos created a world for Latin Amer
ica centered on trade and development. Like most development experts 
North and South, East and West, cepalinos championed industrialization 
as the means to development. They provided a new rationale for an on-
going process that went beyond infant-industry arguments of “late” indus-
trializers like Germany or Japan or even the “late, late industrializers” of 
the postcolonial world.16 The new rationale stemmed from a particular 
interpretation of Latin America’s past that continues to shape the main his-
torical narratives about the region.17 From coffee in Brazil to guano in Peru, 
from nitrates and copper in Chile to beef and wheat in Argentina, Latin 
American countries found in the specialization of the production of com-
modities for the global economy the solution to the economic turmoil and 
social disarray left by fall of empires, the age of revolutions, and the civil 
wars that ensued, both of which had disrupted colonial regional economies 
and imperial global trade.

Yet, in the early twentieth century and especially after the Great Depres-
sion, this privileging of global markets and export-orientation gave pause 
to many Latin Americans, including cepalinos. As a result of that orienta-
tion, peasants had been pushed off the land and a handful of families 
amassed land and power, key natural resources were concentrated in for-
eign hands, and national governments were increasingly dependent on the 
good graces of local elites, foreign companies, and the tax revenues pro-
duced by those exports, themselves vulnerable to global economic down-
turns. The collapse of global markets with the Great Depression and the 
imperative of domestically producing previously imported goods accelerated 
the process of industrialization that had begun in some cases as early as 
the late nineteenth century and became known as import-substitution in-
dustrialization (ISI).18 For cepalinos, the promotion and growth of new 
industries promised a transformation of both national and global power 
structures that required turning what had been a series of ad-hoc, Depres-
sion-era emergency measures into a rational and organized process of 
state planning and economic expertise for industrialization and develop-
ment as well as new terms of integration to global markets.

With the acceleration of industrialization during the war, the greatest 
policy challenge for cepalinos was how to help Latin America continue that 
process in a new postwar world. Protected by tariffs and closed markets 
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during the Depression and fueled by US wartime credits, many indus-
tries had flourished and vested interests had been created. As the United 
States turned to the reconstruction of Western Europe and Asia, including 
its former foes, in an effort to contain Soviet-led industrial socialism, the 
prospect of more credits for its Latin American allies waned (see figure I.4). 

Figure I.4  The image depicts Joseph Stalin and Uncle Sam seated at the dinner 
table. They are offering meat to the plump Daxon dog labeled “Germany.” Next to 
“Germany” is the emaciated little dog, “Latin America,” who says, “It’s a dog’s life!: 
the best morsels are for this animal, who almost ate them both, and I who helped 
them, get nothing!” ​ (Revista Topaze, November 25, 1949. Colección Biblioteca Nacional 
de Chile, available in Memoria Chilena.)
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Since the export of commodities had taken a big hit during the Depression 
and the long-term prospects were dire, Latin Americans feared that export 
proceeds would not be enough to pay for the import of capital goods, ma-
chinery, and spare parts. Based on the notion of unequal exchange between 
center and peripheries, cepalinos became champions of industrialization 
and development planning in the postwar era. Thus “industrialization was 
fact before it was policy and policy before it was theory” in the hands of 
cepalinos, as historian Joseph Love succinctly captured.19 Yet the cepalino 
project began but did not end with the promotion of industrialization.20

The world cepalinos created was based on the economic cooperation be-
tween centers and peripheries. Formulated gradually in the 1950s, their 
development agenda included trade, aid, and market integration. Even 
though international trade had been detrimental for the global periphery, 
cepalinos believed it did not need to be and, in fact, it was necessary to 
obtain the exchange resources to buy the capital and machinery necessary 
for industrialization. More than severing the ties with the global economy, 
cepalinos advocated for better terms of integration that included the 
commitment of the global center to open its markets for the periphery 
and stabilize the prices of those goods through commodity price agree-
ments. Especially sensitive to the foreign exchange limitations and import-
substitution needs dictated by the falling terms of trade for the periphery, 
cepalinos developed concepts and measures to capture the periphery’s 
development paradox: the need for more trade and aid to withstand the 
long-term dependence on trade and aid. Since this problem was not unique 
to Latin America, it became the foundation not only of the cepalino devel-
opment agenda but also of the international cooperation initiatives of the 
so-called Third World that had so far lacked a coherent plan for economic 
reform.21 As such, they became part of the global repertoire of state-builders 
and policymakers at the United Nations Conference for Trade and Devel-
opment (UNCTAD) and other forums where leaders from the global South 
demanded a new international economic order.

Though controversial for both donors and recipients, international aid 
was fundamental in the development agenda of cepalinos. With the bulk of 
an already constrained pool of resources directed toward Europe and Asia 
in the early cold war years, Latin Americans took it upon themselves to de-
mand more than technical assistance to compensate for the loss of markets 
and export gains.22 In the early 1950s cepalinos imagined foreign aid as 
something far removed from the tool of impoverishment and oppression 
of the periphery that critics proclaimed it to be.23 To them aid could be the 
mechanism to offset the trade and financial imbalance in international trade 
between centers and peripheries. Unlike Great Britain, the old global center, 
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the United States, the new one, had a continental-wide market that made it 
inward-looking and hindered the circulation of currency via trade. Thus, for 
Prebisch, development aid was a mechanism to promote the global circula-
tion of dollars by the new hegemonic power. For cepalinos, aid and multi-
lateral loans were also the mechanism to avoid financial dilemmas between 
economic development and monetary stability. The trade off between devel-
opment and stability that cepalinos helped conceptualize raised their influ-
ence. It led to bitter policy disputes whose consequences in terms of inflation 
and debt accompanied the fall of many reformist governments and the rise 
of radically different alternatives. Staunch defenders of large-scale finan-
cial initiatives and foreign aid such as the “Not-a Marshall Plan for Latin 
America” proposal, cepalinos found themselves divided when push came 
to shove. The failure of the foreign-aid program known as the Alliance for 
Progress raised their influence and left them compromised and assessing 
the cost of aid.24

The third pillar of the world of cepalinos was regionalism. While recently 
decolonized countries in Asia and Africa turned to each other to escape the 
imperative of alignment to global superpowers, Latin Americans turned to 
Europe for new experiments in internationalism. While European integra-
tion promised to resolve deep-seated rivalries through interdependence, 
Latin American economic integration promised to surpass the limits to 
growth created by isolated and small national markets and redirect the re-
gion’s export orientation toward itself. While Asian and African countries 
as well as Europeans distanced themselves from the United Nations and 
created parallel organizations in their pursuit of political or economic co-
operation, Latin Americans cemented the commitment to the global body. 
Like the European experiment, the Latin American program of regional in-
tegration hinged on the cooperation of the economic center. Spearheading 
the creation of the Central American and the Latin American common 
market, cepalinos cemented their influence in the region while discovering 
that many of the tensions and limits toward cooperation that surfaced at the 
global level were reproduced within Latin America.

Their global vision and internationalist agenda catapulted the influence 
of cepalinos in Latin America. As they formulated planning techniques in 
partnership with national governments and spearheaded such ambitious de-
velopment strategies as the regional common market, cepalinos located them-
selves at the forefront of Latin America’s development agenda. Through the 
exchanges with government bureaucrats in the course of making regional 
surveys and country studies, the establishment of CEPAL offices first in 
Mexico and later in Rio de Janeiro, and the training courses in Santiago as 
well as in other capital cities, cepalinos established a physical presence in a 
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vast continent. Cepalinos and their allies additionally served on the edito-
rial boards of the leading professional economic journals, such as El Tri­
mestre Económico and Desarrollo Económico, providing them a venue 
through which to disseminate their ideas and positioning them at the center 
of a network of expertise. In Chile and Brazil, cepalinos themselves were 
notorious public intellectuals, writing political manifestos for the non-
Marxist left and making frequent appearances in both mainstream and 
more specialized press. While cepalinos themselves occupied high-level gov-
ernment positions in Cuba, Venezuela, Brazil, and Chile, among others, 
they cultivated political allies who in the 1960s and early 1970s became 
presidents of their respective countries. As a result, the cepalino framework 
of center and periphery and the development paradox became common par-
lance for economists, political leaders, and diplomats. From Colombian 
Minister and President Carlos Lleras Restrepo to the Chilean statesman Sal-
vador Allende, regional leaders and lower-ranking officials relied on ce­
palino reports and concepts and used CEPAL forums to position their own 
agendas. In effect, cepalinos created an autonomous and regionally driven 
conversation about development and global capitalism in Latin America 
founded upon the vocabulary of center and periphery and the attempt to 
overcome the development paradox.

This book tells the story of cepalinos’ rise to hegemony in Latin America, 
often obscured by the overbearing focus on and presence of Northern in-
stitutions in the region. The World Bank and the IMF turned their gaze to 
the world’s periphery after the Marshall Plan undermined their efforts in 
Europe in the early Cold War years. These Northern institutions were and 
are considered proxies of the United States, a superpower waging an ideo-
logical cold war or extensions of imperial power of old. Yet, despite the 
financial clout and the power of the major shareholders of their institu-
tion, the staff at the IMF, initially committed to the success of CEPAL, 
found themselves outcompeted by cepalinos.25 As the relations between 
the IMF and Latin America became more contested and controversial, the 
IMF, not cepalinos, were often behind the curve of economic policy initia-
tives and playing catch up to the new ideas about inflation that emerged 
within the cepalino milieu. The turf wars that unfolded between CEPAL 
and the IMF and the debate over what would eventually be called the 
IMF’s “monetarism” engaged world-class North American and European 
economists in a debate over Latin American ideas, forcing IMF officials to 
recognize they had lost the battle over influence in Latin America. In fact, 
the IMF’s “monetarism,” one of the central concepts that symbolize late 
twentieth-century capitalism and neoliberalism, emerged avant la lettre, 
before Milton Friedman and his allies burst onto the scene. Far from an 
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innate outgrowth of (neo)liberal orthodoxy emanating from the North, 
the term “monetarism” arose as response to cepalino and Latin American 
“structuralism.” Like the IMF, philanthropic organizations such as the 
Rockefeller and Ford Foundations, credited for disseminating a US-centered 
vision of development and economic expertise, were on the defensive, not 
the offensive, when it came to Latin America and the realm of economic 
expertise.26 Sponsored by the Ford Foundation, the infamous Chicago 
Boys, who dominate our narrative of the battle of economic ideas in Latin 
America, struggled to unseat cepalinos on their home turf and were only 
successful after a sweeping realignment of political forces in Chile and the 
use of coercion and violence. Neither of these economic agendas ema-
nating from the North defined the arena of economic expertise in Latin 
America.

This book is not a story about how the developed world imposed its 
global vision and projects on peripheral areas of the world. Paradoxically, 
these studies are more informative about the assumptions and interests of 
the developed rather than the developing world.27 Instead of focusing on 
the failures of the global North’s development agenda and the unrivaled 
power of the underlying ideas, this book centers on the victories of Latin 
American economists to formulate a policy agenda that gained them influ-
ence in the region and the world by situating the discussion of develop-
ment in the world system of trade. Rather than from Washington, London, 
or Moscow, The World That Latin America Created looks at the construc-
tion of a worldview of development from the intersection of Santiago and 
Rio de Janeiro, Mexico and Havana.

Development initiatives were numerous and diverse, but cepalinos 
brought a unique and powerful perspective. Whereas the global superpower 
struggle organized the world between East and West camps or First, Second, 
and Third Worlds, cepalinos produced and later dependentistas adopted a 
vocabulary of center and peripheries. Those categories also bespoke of a 
world order that was different from that of empires and colonies of the old 
theories of imperialism, on the one hand, and from the progress and back-
wardness axis or modernity and tradition dyad of contemporary theories 
of social change, on the other hand. Instead, the vocabulary of cepalinos 
aimed at describing and transforming a world system and the function and 
position of Latin America and the periphery within it. While some devel-
opment experts focused on massive projects like dams, irrigation systems 
to increase agricultural yield, or new seed varieties that could result in 
high-yield crops to feed hungry populations, cepalinos envisioned an over-
haul of the global economy. While others considered community building 
and literacy programs, cepalinos dreamed, for better or worse, of trans-
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forming the global economy through large-scale multilateral aid, regional 
integration, and better terms of international trade.28 Through their global 
vision, cepalinos created a Latin American–centered conversation about 
development.

Paradoxically, cepalinos and their ideas increasingly lost influence just 
at the moment that Latin America reached the peak of its global influence 
in the international development agenda. By the early 1960s, when Third 
Worldism picked up pace globally and the prospects of US cooperation 
increased in Latin America, a new intellectual vanguard saw the work of the 
cepalinos as the orthodoxy of development. With overlapping but often 
conflicting ideas grouped under the term “dependency theory,” a new gen-
eration of Latin American intellectuals, or dependentistas, contested the 
premises and promises of the cepalino development project while capital-
izing on some of its most important intuitions. Dependentistas rejected the 
idea that the gap between the developed and the underdeveloped worlds 
could be closed by a combination of national industrialization and inter-
national economic cooperation. Instead, based on the Latin American ex-
perience, perhaps the longest of the postcolonial world, dependentistas 
insisted that such enterprise resulted in economic dependence between the 
world’s industrial centers and the underdeveloped periphery. Politically in-
fluential, dependentistas mobilized their ideas in a wide variety of projects 
that attracted the world’s attention: from Cuban revolutionary Third 
Worldism to the Chilean democratic transition to socialism. The arrival of 
dependency theory unified many cepalinos, now retrained as dependen­
tistas, while creating a new rupture between those who claimed that “de-
velopment led to underdevelopment” such as German-born but American 
trained economist Andre Gunder Frank and those who affirmed the coex-
istence of “dependency and development,” such as Brazilian sociologist Fer-
nando Henrique Cardoso and Chilean sociologist Enzo Faletto.

Soon enough, the dependentistas, too, encountered a political back-
lash. The subsequent waves of exile and worldwide solidarity movements 
catapulted dependentistas further onto the world stage, even as the space 
for their political and intellectual endeavors narrowed in Latin America. 
As their work became foundational for Latin American studies in the 
global North and highly influential in the English-speaking global social 
sciences, dependentistas established intellectual bridges between Europe and 
Africa and North America and paved the way for new transnational intel-
lectual projects, such as world-system theory. As dependency theory stormed 
and reformed the global social sciences, the worldview it represented came 
to encompass the project of both cepalinos and dependentistas.29 Politically 
positioning cepalinos and dependentistas in local power struggles, this book 
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traces the origins and consolidation of a “Latin American dependency 
theory” that existed only in contrast to an also stylized “modernization 
theory” of the global North.

The World That Latin America Created centers on Chile and Brazil. As 
Brazilian and cepalino economist Celso Furtado explained, cepalino ideas 
attracted the most attention in Chile and Brazil; it was perhaps also where 
they generated the most opposition.30 It was from these two countries, two 
of the most “developed” countries in the region, that cepalinos observed 
the region and the world. While Chile, flanked by the Pacific Ocean on the 
West and the Andes mountain range on the East, was an agriculturally ori-
ented frontier of the Spanish empire, Brazil, clenching the Atlantic coast 
yet a continental giant, was the jewel of the Portuguese crown. Profoundly 
shaped by the persistence of slavery and monarchy until the end of the nine-
teenth century, the empire of Brazil contrasted with the Chilean republic 
that despite civil wars at the onset and dawn of the century emerged as a 
model of political stability and formal democracy in the region. By the early 
twentieth century, Chile and Brazil reorganized their national economies 
around foreign-owned, mining enclaves and nationally owned coffee plan-
tations, respectively. Whereas mining camps led to increasing labor mobi-
lization and the opening for nonelite political participation very early on 
in Chile, Brazil remained politically organized under vertical structures of 
patronage.31 After the Great Depression, when the global markets crashed, 
deeply affecting the world-oriented economies of Chile and Brazil, signifi-
cant economic and political transformations occurred. Like in other parts 
of the world, the Chilean and Brazilian states mobilized their resources to 
foster economic recovery, part of which entailed the promotion of indus-
trialization and the inauguration or deepening of welfare and labor poli-
cies. In the interwar years Brazil saw the rise of an authoritarian, corpo-
ratist, and by the end, a populist regime whose legacy organized and 
divided political life in the postwar era. Meanwhile, a popular front coali
tion emerged in Chile whose end gave rise to a fierce competition between 
ideologically oriented parties along the whole political spectrum, mobilizing 
wide sectors of society in the following two decades. Whereas Brazil aspired 
to bring about “50 years of progress in 5” and colonize the interior with the 
futuristic new capital of Brasilia, Chileans engaged in fierce political debates 
over land redistribution and nationalization of the copper mining industry.32 
The inflationary and financial pressures as well as the deepening political 
polarization that shook these postwar democracies led to a developmen-
talist military regime in Brazil in the mid-1960s and a neoliberal one in Chile 
a decade later.
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As cepalinos observed and traveled between these two landscapes, Chile 
and Brazil shaped the cepalino intellectual world.33 While Prebisch’s expe-
rience made the Argentine case foundational, this book contends that the 
experience of Chile and Brazil shaped the transformation and evolution of 
their ideas. It was Chile that spearheaded the establishment of the institu-
tion, but it was Brazil that provided the stepping-stone in the cepalinos’ 
pursuit of policy influence in the region. While Chileans were fixated on 
the problem of stagnation, Brazilians were driven by the challenges of ac-
celerated development. The contrast of these two images and the journey 
of the cepalino ideas about inflation from Chile to Brazil transformed a 
lukewarm synthesis into a radical perspective that positioned CEPAL as 
“the International Monetary Fund of the left.”34 The widespread political 
spectrum in Chile contrasted with the overbearing presence of populism in 
Brazil, giving rise to different and decisive political conundrums that re
oriented cepalino positions and transformed their ideas. It was the migra-
tion of dependency ideas from Brazil to Chile, at a moment in which the 
military forces ousted the president in the former and the forces of the left 
envisioned a transition to socialism in the latter, that turned “dependency 
theory” into a radical political movement in Latin America and the world. 
Given cepalinos’ critiques of generalizing from the experience of developed 
countries to the rest of the world, it is ironic that their economic-based 
notion of Latin America was itself the product of a generalization about 
the experience of Argentina and two of the most developed countries in the 
region—Chile and Brazil—to the rest.35

Despite the importance of Chile and Brazil to this story, cepalinos made 
claims about the region as a whole. Even though cepalinos were part of 
the global UN network and drew inspiration from many of these resources, 
they set themselves against the “money doctors” and foreign experts whose 
ideas, disconnected from regional realities, had hindered more than helped 
the region’s economic development. Against the universalizing pretensions 
of the foreign experts, cepalinos insisted in their ability to speak for and 
from Latin America.36 They strove to produce local, or rather regional, so-
cial scientific expertise and garnered support for the institution as a re-
gional, homegrown product and by so doing, created different and equally 
contested claims to knowledge.37 Their influence over policymaking varied 
by country and over time.38 Yet they reclaimed the category of Latin Amer
ica as a region at moment in which the division of the world into regions 
was an exercise of geopolitical and intellectual domination. This phenom-
enon was especially visible in the rise of area studies in the United States 
and Europe and what has been called the “internationalization” or the 
“Americanization” of the global social sciences, especially in economics.39 
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Yet, defining Latin America as a region created important constraints for 
cepalinos and their ideas, given the enormous differences in levels of devel-
opment across the countries involved and the singularity of the proposed 
strategy.

This book portrays the political world cepalinos inhabited and the intel-
lectual world that cepalinos created. Given his seminal contribution, 
decades-long leadership of the institution, charismatic personality, and se
niority, the influence of Prebisch is undeniable. Yet cepalinos were never a 
unified group. Many crucial intellectual transformations in their collective 
project occurred despite rather than because of Prebisch. Representing 
neither the archetype of the militant intellectual nor of the cosmopolitan 
technocrat, cepalinos found a space in a rapidly changing political land-
scape.40 They found different routes and political projects to carry their 
ideas forward. Beyond their institutional membership, cepalinos inaugu-
rated or collaborated with wildly different and deeply opposed govern-
ments and parties. From the military junta that deposed Juan Domingo 
Perón in Argentina to the regime of Fidel Castro in Cuba, cepalinos occu-
pied advisory or ministerial positions at the heart of government. Some 
disdained populism and feared the consequences of veering too far from 
long-term planning for the short-termism of politics. While some feared 
demagogues, others abhorred conservatives and their defense of privilege 
at the cost of the impoverishment of the masses. While some cepalinos 
remained convinced of the promise of cooperation between centers and 
peripheries, others embraced anti-imperialist and revolutionary projects. 
Their different political alignments and their interventions in different na-
tional policy debates created divisions within the group that moved the 
collective intellectual project forward until the tensions reached a turning 
point in the early 1960s and both cepalinos and dependentistas imagined 
a different paradigm.

The World That Latin America Created, like the enterprise of its actors, 
is transnational and comparative, crossing the implicit boundaries between 
Portuguese- and Spanish-speaking Americas. Since CEPAL became an 
important forum for regional intellectual change, most of the participants 
cited their experience with the institution as the moment that they “dis-
covered Latin America.”41 The book follows cepalinos as they observe Latin 
America from the vantage point of Chile and Brazil and as they construct 
a system of both local alliances and vocal opponents, locating themselves 
at the center of a wide network of expertise. It was against cepalinos that 
both dependentistas and the radical left, on the one hand, and the Chicago 
Boys and the new liberal economists, on the other, set their projects. 
Drawing on a multiplicity of private and public, personal and institutional 
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archives across Latin America, Europe, and the United States, the book re-
covers the story of cepalinos themselves, and not just their ideas, from the 
outside in.42 It uncovers the fertile yet fracturing tensions between them as 
well as the impact of their individual policy interventions on the ideas of 
the cepalino collective. A story of victories and defeats, the book follows 
cepalinos in their pursuit of influence over Latin America and the world.

Chapter 1 examines the origins of CEPAL and its place in the global insti-
tutional landscape as well as the birth of the cepalino worldmaking project, 
whose foundation was the notion of center and periphery. Chapter 2 ex-
plores the cepalino effort to move from theory to practice and, through 
trade, aid, and integration, resolve Latin America’s development paradox. 
The middle two chapters of the book overlap chronologically, attesting to 
both the expanding scope of the development project and the accelerating 
pace of expectations for change at the end of the 1950s. Those chapters 
also show the different axes along which the cepalino and the regional con-
sensus about development began to fracture. Chapter 3 examines the ori-
gins and impact of the cepalino or “structural approach to inflation” and 
the intertwined birth of two contending global projects: “structuralism” 
and “monetarism.” Tracing the cepalino intervention in the Cuban revolu-
tionary experiment, on the one hand, and the rise and fall of the Alliance 
for Progress, on the other, Chapter 4 shows a new but definitive fracture of 
the cepalino project that paved the way for “dependency theory.” As the 
global enterprise of development picked up momentum in the 1960s, Latin 
America confronted a development impasse. Cepalinos and their ideas en-
countered more challenges, especially from the intellectual left. Chapters 5 
and 6 together show how the intellectual projects of nascent dependentistas 
in “pre-revolutionary” Brazil gave rise to “dependency theory” as their ideas 
circulated in Santiago and radiated from a Chile in transition to socialism. 
The epilogue shows the impact of “dependency theory” writ-large in 
the world and its paradoxical afterlife in Latin America, while summarizing 
some of the main arguments of the book and offering some concluding 
remarks.



O n e

Latin America and the  
Postwar Global Order

The world that Latin America and cepalinos created began to take shape 
as the Second World War came to an end. In Latin America and across 

the world, visions of a postwar global order multiplied. Some of those vi-
sions rekindled the language of self-determination and national sovereignty 
that arose as the First World War struck a blow to the world of empires. 
Others reimagined the meaning and scope of terms such as “class struggle” 
and “communism” outside the European context in which they emerged. 
Others reinvented notions of liberalism and democracy after what appeared 
to be the collapse of both principles in the interwar and war years. As 
many across the world mobilized old and new concepts to imagine a new 
global order after the war, Latin Americans coalesced around the notion 
of a world divided between “center and periphery” and a new geography of 
world economic power, as proposed by Argentine economist Raúl Prebisch 
and cepalinos.

The vocabulary of “center-periphery” to characterize the world economy 
found a home in a new global institution. As the war came to an end, in-
ternational organizations designed to safeguard postwar peace and pros-
perity emerged as the cornerstone of a new world order. Backed by the war 
victors and raising the hopes of solidarity between old and new nations, 
the United Nations and parallel institutions such as the International Mon-
etary Fund (IMF) and International Bank for Reconstruction and Devel-
opment (IBRD), also known as the World Bank, became the space for 
voicing the myriad and often conflicting visions about the future of the 
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world’s political and economic order. Invested in the remaking of the world 
economy, Latin Americans strove to institutionalize their concerns in both 
the rising IMF and the aborted International Trade Organization (ITO) until 
they procured an institution of their own that put the problem of global 
trade front and center. Sidestepping Argentina, Brazil, and Mexico, the tra-
ditional contenders for regional leadership, Chile, in the hands of Hernán 
Santa Cruz (who would become a highly influential human rights diplomat 
in the following decades), spearheaded the creation of the UN Economic 
Commission for Latin America (CEPAL, acronym in Spanish and Portuguese). 
Headquartered in Santiago, Chile, CEPAL rapidly began to move the center 
of gravity for worldmaking projects from the North to the South within 
the emerging global institutional landscape.

The worldmaking project of cepalinos was forged as CEPAL, the Santiago-
based global institution, and the idea of center and periphery coalesced. 
This chapter looks at the origins of that project: the diplomatic efforts, the 
intellectual exchanges, and the policymaking goals that during the end 
of the Second World War and in the early postwar years brought to-
gether the United Nations, Prebisch, and the center-periphery manifesto. 
CEPAL and cepalinos not only put international trade front and center 
after it had been postponed or watered down in previous forums of global 
economic debate. Competing with New York and Washington, CEPAL 
and cepalinos also seized the problem of the inequality in the gains from 
trade that multiple international organizations were grappling with and 
made it the foundation of an ambitious global institution situated in the 
world’s periphery.

Latin American Postwar Planning

The global powers’ commitment to reorganize the postwar world economic 
order was welcomed in Latin America.1 The Anglo-American plans that re-
sulted in the creation of the IMF and the IBRD at the Bretton Woods 
meeting in 1944 had a Latin American imprint: some crucial components 
of the American plan had grown from US-Latin American partnerships in 
the previous decade.2 Inspired by Keynesian ideas, Latin American econo-
mists and both future cepalino allies and opponents saw the potential in 
what could be a global countercyclical policy embedded in the functions 
of the future IMF. Unlike the old order and its rigid golden rules that forced 
money out of embattled countries during economic depressions, the new 
monetary institution provided credit to offset short-term downturns that 
were common for those producers of coffee, sugar, and other commodities 
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whose prices shifted widely in the global market. Prebisch considered the 
“organization of an international system of credit an excellent idea” and 
so did Brazilian economist Octávio Gouvêa de Bulhões and Mexican econ-
omist Víctor Urquidi.3 Similarly, the World Bank’s charter gave equal con-
sideration to development and reconstruction, and thus it represented the 
fulfillment of long-held aspirations to diversify export-oriented economies 
through industrialization.4 Because of, not despite, their concerns with the 
region’s specialization in the production of primary products and raw ma-
terials, Latin American economists were invested in the Bretton Woods 
institutions and the new order.

However, drawing from the lessons in international economic coopera-
tion of the 1930s, the US and UK postwar planners opted to focus the dis-
cussion on financial stability and economic reconstruction, leaving the 
question of trade for a future moment and another institution. Although 
seen as a crucial mechanism for growth, international trade was the most 
contentious area of postwar economic reconstruction, given the nationalist 
and protectionist trends of the interwar years and the fear of another 
depression.5 Like their Northern counterparts, Latin Americans learned 
many lessons from the Depression years. Despite Latin America’s compara-
tively fast and export-driven recovery from the Great Depression, regional 
economists from Mexico to Argentina were struck by the detrimental ef-
fects on growth and stability of the existing pattern of international trade.6

Invested as they were in their principles, Latin Americans had also in-
sisted on what was purposefully absent from the Bretton Woods institu-
tions. They urged global attention to the particular challenges of commodity 
exporters and the inequality in the prevailing pattern of international trade. 
As “producers of primary products and raw materials,” Latin American 
countries were “subject to more cyclical and seasonal fluctuations” than 
the producers of manufactures, Bulhões, a consultant for the Brazilian del
egation, explained.7 Not only were Latin American economies more prone 
to the fluctuations of the global economy but their effects were “deeper” 
and of “different character” than those experienced by the large industri-
alized nations, Jorge Chávez, Peruvian delegate to the Bretton Woods 
conference, declared in an effort to put the inequality in the pattern of in-
ternational trade front and center. What countries in Latin America “needed 
[were] markets on which they can count, capable of absorbing sufficient 
amounts at reasonable prices,” Chávez explained, insisting on a discussion 
on a reorganization of trade patterns.8 By focusing on the monetary system, 
the Bretton Woods plans had “begun with [the] end,” Urquidi claimed, post-
poning the fundamental postwar problems connected to international trade 
and leaving wobbly what was initially conceived as a tripartite structure.9 
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Despite these reservations of Latin Americans, the debate about the eco-
nomic order advanced swiftly at Bretton Woods under the assumption of an 
eventual forum on trade, and of a potential international trade organization 
that complemented the fund and the bank.

A latecomer in the postwar institutional building process, the ITO failed 
to materialize. At the 1947 Havana meeting where the ITO charter was 
to be finalized and signed, amendments and exceptions were presented to 
almost every single point of the draft, demanding more discretion, fewer 
rules, and more autonomy for each nation. The US government, the key 
market on whose reduction of trade barriers the rest of the world hinged, 
began to lose interest in the organization. Yet, as the ITO collapsed amid 
world dissent and American disinterest, the rounds of negotiations for the 
reduction of tariffs on products that amounted to half of the world’s trade 
led to the establishment of the General Agreement on Tariffs and Trade 
(GATT). Although the impact of those agreements was meager given the 
modest reductions, they did establish a mechanism, a legal international agree-
ment, for the liberalization of trade, which became the privileged platform 
for tariff reduction in the postwar era, displacing the unborn ITO.10 The 
failure of the ITO deprived the world, especially Latin Americans, who then 
amounted to the majority of the developing world, of a forum to discuss 
the inequalities and restoration of imbalances in global trade. Within a few 
years, another international organization headquartered in Latin America 
filled that vacuum.

A Space for Latin America

One month after assuming the Chilean presidency in November 1946, Ga-
briel González Videla appointed Hernán Santa Cruz, a lawyer he met in 
Rio de Janeiro in 1944 and with whom he had established a loyal friend-
ship, as Chile’s permanent delegate to the United Nations.11 While in Rio, 
González Videla had learned a valuable lesson from Getúlio Vargas, the 
Brazilian self-declared president. When González Videla asked for Vargas’s 
rationale behind the construction of the steel mill amid growing opposi-
tion from the financiers or the “eternal grave-diggers of the country,” Var-
gas’s response was, “What would Brazil gain by importing cheaper steel if 
doesn’t have the dollars to buy it?”12 The scarcity of foreign exchange, in 
part caused by the long-term decline in, and the short-term instability of, 
the prices of primary products, was a prominent concern of prominent 
economists and future cepalinos, as well as regional statesmen. Like those 
at Bretton Woods, González Videla insisted on the need for international 
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agreements and economic coordination to guarantee the stability of prices 
of raw materials, the rationalization of production, and the establishment of 
the capital goods industry in the region at the 1945 San Francisco confer-
ence in which the United Nations was established.13 By appointing Santa 
Cruz, González Videla prompted a move at the United Nations that would 
have enormous consequences for the region and the world.

Soon after he arrived in New York in the winter of 1947, Santa Cruz 
began to envision a path for Latin America in the emerging global system. 
A lawyer by training with experience in criminal and administrative law, 
Santa Cruz felt unfit for the job at the international organization. For Santa 
Cruz, who had worked primarily as a jurist in military courts and univer-
sity lecturer but who belonged to the circles of rising political figures such 
as Salvador Allende and Eduardo Frei, the position at the United Nations 
transformed into a lifelong and fertile career in international diplomacy14 
(figure 1.1). Chile had been elected one of the rotating members of the UN 
Economic and Social Council (ECOSOC) the year before, and participation 
in the fourth session was Santa Cruz’s first task. The physical devastation 

Figure 1.1  At the house of Hernán Santa Cruz, Salvador Allende (left), Edu-
ardo Frei (right), and Gabriel González Videla (center background), future presi-
dents of Chile, gathered in 1944. With these rising Chileans and other politicians 
of Peru, Venezuela, and Cuba, Santa Cruz discussed the Latin American war di-
lemmas and the challenges of the postwar world that led to the establishment of 
CEPAL. ​ (Archivo General Histórico del Ministerio de Relaciones Exteriores de Chile.)
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and economic dislocation caused by the war were the main subjects of dis-
cussion at the UN ECOSOC and the main reason behind the creation of 
two regional commissions, one for Europe and one for Asia. Although 
Latin America had been spared from physical devastation and military oc-
cupation, it had not been sheltered from economic dislocations, Santa 
Cruz believed. Furthermore, the standard of living of its population was 
probably below that of the people in the war-torn areas, he surmised. But 
the urgency of reconstruction and his own unfamiliarity with ECOSOC gave 
Santa Cruz pause.

The Foreign Ministry had offered Santa Cruz conflicting instructions 
about his mission in New York. According to the minister, small states 
should orient their interventions based on the notion that “cooperation be-
tween great powers” was the key to world peace. The instruction implied 
Santa Cruz should take a back seat and leave global matters to power-
holders. But the government also asked Santa Cruz to “take a leadership 
position” in the pursuit of “union within the Americas” without disre-
garding proposals that would “transcend continental cooperation.” More 
specifically, the minister also asked Santa Cruz to “oppose any expansion 
in the entities, commissions, or specialized agencies already established and 
that could result in a rise of the [Chilean] quota.”15 For a small and distant 
country like Chile, the United Nations represented an enormous opportu-
nity for global intervention, on the one hand, and an excessive burden and 
a reaffirmation of global power structures, on the other, making Santiago 
ambivalent about the emerging international system.

Given the contradicting instructions, Santa Cruz formulated a plan of 
action for the next meeting of the Council. “After testing the waters,” Santa 
Cruz wrote to Santiago six months later, “I believe it’s now time to 
submit the proposal for the creation of an economic commission for Latin 
America.” The terms of reference for the new commission, he explained, 
followed verbatim those of the commissions for Europe and Asia, but 
they made “explicit reference to the need to adopt measures for the industri-
alization and economic development in order to increase the world’s use of 
Latin America’s resources.” The only problem with Santa Cruz’s plan was 
that the deadline for submitting items for the agenda was too close for him 
to wait for instructions and confirmation from Santiago. He opted to fly 
solo. Santa Cruz made his case and justified his decision based on González 
Videla’s “statements on his tour on the Atlantic.” During his visit to Buenos 
Aires, González Videla had reiterated his commitment to “economic inde
pendence” and internationalism distancing himself from what he deemed 
the “ultranationalism” of Juan Domingo Perón, his Argentine counterpart. 
Therefore, Santa Cruz felt confident his proposal fell in line with the agenda 
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of his government.16 Anticipating support from Santiago and with positive 
gestures from the Peruvian delegate and the American press, Santa Cruz 
confidently awaited ECOSOC’s fifth session.

At ECOSOC, Santa Cruz defended his initiative (figure 1.2). With the 
ITO pending approval, many of the expectations voiced by Latin Ameri-
cans in the Bretton Woods postwar planning moment were translated to 
the new organization. Larger and more diversified markets, foreign long-
term aid, commodity price agreements, and short-term credits for cyclical 
disruptions were some of the arrangements for regulating international 
trade still in the minds of Latin American representatives. These countries, 
Santa Cruz argued, echoing the discussions at Bretton Woods, were “largely 
dependent on exports of agricultural products and raw materials,” which 
made them “highly sensible to cyclical fluctuations.”17 By restoring and re-
forming international trade, Latin America could push forward the indus-
trialization project that reduced its vulnerability to global markets, raise 
the standard of living, and foment economic development. The commis-
sion was necessary, Santa Cruz added, to address the “region’s principal 
need of economic development, including industrialization and diversifica-
tion” to reduce the overpowering role of the external sector. With the eco-
nomic commission, Latin America could shape and benefit from postwar 
internationalism.

The initiative was received with caution at ECOSOC. While Latin Amer-
ican delegates gave Santa Cruz’s proposed commission ample support, 
others vacillated. The Cuban delegate reaffirmed Latin America’s particular 

Figure 1.2  Photograph of Hernán Santa Cruz at the United Nations Economic 
and Social Council (ECOSOC) discussing the proposal for an economic commis-
sion for Latin America, 1947. ​ (Archivo General Histórico del Ministerio de Relaciones Ex-
teriores de Chile.)
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problems as “semi-colonial” economies, exporters of raw materials and pri-
mary products, while the Venezuelan delegate reminded the audience of the 
“concentration in the exploitation of a single resource” that prevented 
the development of many countries in the region, both of which would be 
in the purview of the suggested global institution. Given the need for “fair 
export prices” and “equitable participation in the benefits of foreign aid,” 
Latin America’s function in global capitalism justified the creation of a com-
mission to “help in the revival and normalization of international trade.”18 
But other members of the Council raised arguments against the proposal, 
both of which questioned the extent to which the United Nations could en-
compass the proposed commission. Although they sympathized with Latin 
American goals, the delegates of New Zealand and the Soviet Union claimed 
the situation in Latin America was not analogous to the postwar condi-
tions in Europe and Asia. With the announcement of the European Re-
covery Program, also known as the Marshall Plan, looming large over 
these discussions, the delegates insisted that the very existence of regional 
commissions undermined the commitment to global approaches and stim-
ulated the formation of regional blocs. Coinciding in very little else at the 
onset of the Cold War, the Chilean initiative had, nonetheless, brought both 
Soviet and American opposition. The United States representative argued 
that, given the existence of the Pan-American Union, Latin America already 
had an institution devoted to economic problems, raising the possibility of 
duplication of functions with the proposed commission. Given the concerns 
raised by the delegates and the objections of the two superpowers, ECOSOC 
decided to create an ad-hoc commission to study the extent to which a com-
mission for Latin America had space in the United Nations.

The proposal of the economic commission for Latin America had gained 
momentum by the time ECOSOC reconvened in February 1948. The idea 
that the problems of less developed countries required specific, regional ap-
proaches received “almost unanimous support” at the General Assembly, 
and a proposal for an economic commission for the Middle East started 
floating around.19 In New York, Santa Cruz finally received the reluctant 
support of the head of the Pan-American Union, who had opposed the 
initiative, as had the United States delegate, based on institutional overlap 
with his organization, the century-long inter-American body, and the fears 
of creating a forum in which the United States was a not a major part. Simul
taneously, in Latin America, the Chilean Foreign Ministry had champi-
oned a successful diplomatic offensive to enlist support of sixteen regional 
governments not present at ECOSOC, emphasizing the problem of inter-
national trade and highlighting that the proposed commission could pro-
pound for “mechanisms to expand exports of raw materials and primary 
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products, to have competitive prices and secure markets for such products, 
and to make possible the recirculation of dollars coming from the rehabilita-
tion process of Europe and Asia.”20 The ongoing tensions at the Conference 
on Trade and Employment at Havana, where the ITO was discussed, fed the 
impulse for the new organization.

The approval of the commission hinged on a formality. It was the ur-
gency of physical devastation and the immediate reconstruction that had 
justified the creation of temporary regional commissions in Europe and 
Asia, in what many considered a departure from the UN’s proclaimed mul-
tilateralism. Thus, whether the region’s economic problems stemmed from 
the war and thus merited reconstruction and an economic commission be-
came the object of discussion. The situation of postwar Latin America was 
quite different from that of Europe. The continent had been spared from 
physical devastation. It was also far from the Cold War theater that Eu
rope was rapidly turning into and that gave it priority. Nonetheless, Santa 
Cruz proceeded to justify the creation of the commission on the specified 
terms, in an effort to create a space for a region that represented almost 
half of the United Nations at the time in the discussion of the reconstruc-
tion of the postwar economic order. Santa Cruz recalled Latin America’s 
contribution to the war effort by “selling at export prices fixed by the 
buyers”—particularly significant and costly for mineral exporters such as 
Chile—which resulted in reduced export proceeds and, with them, fewer 
resources for economic development. He also insisted that the war con-
ditions had “brought about an economic diversification to replace inter-
rupted imports that was largely artificial and uneconomic” and had to 
be, like in Europe and Asia, reconstructed after the war. Insisting on the 
impact of the war in the region’s international trade, he pointed to the re-
strictions and high prices of imports that hindered domestic production 
and generated “harmful and widespread repercussions.”21 Through the 
question of war dislocations and postwar reconstruction in Latin Amer
ica, the function of the commission was ushered back into the realm of 
global trade.

The Latin American delegates at ECOSOC recast the problem of inter-
national trade as part of postwar reconstruction and successfully rallied the 
needed support for the commission. To do so, they mobilized the arguments 
provided by the small contingent of Latin American economists at the UN 
Secretariat in New York, one of which was Santa Cruz’s brother. “Some of 
the most typical characteristics of the Latin American economy reveal them-
selves in its international economic relations,” they claimed. Beyond the 
short-term effects initially outlined, Santa Cruz and the Latin American del-
egates at ECOSOC argued that the war had produced a profound change 
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in the organization of the world economy with deep impact on Latin Amer
ica. The war had changed the pattern of international trade with the loss 
of European markets and the increasing importance of the United States as 
trading partner, resulting in larger vulnerability to external fluctuations. It 
also halted industrialization plans that attempted to reduce such vulnera-
bility to world economic fluctuations.22 Despite being spared from occu-
pation and devastation, Latin America, like the rest of the world, saw its 
economic fate increasingly tied to the United States as supplier of goods 
and capital and as market for its products. In sum, the war had exacerbated 
the problems created by Latin America’s pattern of international trade and 
justified the creation of the commission.

The European support for the initiative turned the tables. To the French 
delegate, there was no question that the war had both “directly and indi-
rectly affected the Latin American economies.” The disruption of the inter-
national pattern of trade by which “Latin America had been able to balance 
its trade deficit with the United States through excess exports to Europe” 
was a severe dislocation intimately connected to the war and to the organ
ization of the world economy. Therefore “his doubts were dispelled” about 
a regional commission.23 With the abstention of the US and the Cana-
dian delegates as well as the reluctant support of the Soviet representative 
(figure 1.3), the United Nations Economic Commission for Latin America 
(CEPAL) was finally approved.

With the establishment of CEPAL, Santa Cruz claimed his first diplomatic 
success. His goal and that of many diplomats and statesmen of this gen-
eration was to “enable Latin America to play a role in world economic re-
construction.”24 By putting the problem of international trade back in the 
global debates about postwar reconstruction, CEPAL was a first step in that 
direction. Following verbatim the terms of the other regional commissions 
and responding to the demands of the delegates, CEPAL’s primary respon-
sibility was to address urgent economics problems arising out of the Second 
World War.

Yet, in the back and forth about war effects and organizational demands, 
the Latin American delegates left a distinct intellectual agenda embedded 
in the institutional fabric of the bourgeoning organization. CEPAL was 
charged with the mandate to study “world economic maladjustments” and 
other problems connected to the world economy.25 As the French delegate 
stated, “the study of regional problems in relation to world problems could 
only be undertaken by a Commission set up within the global United Na-
tions.”26 CEPAL, with its focus on the changes in international trade in the 
emerging global order, became the site for the production of economic 
knowledge about global capitalism from and for Latin America.
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Figure  1.3  The cartoon depicts Hernán Santa Cruz, the Chilean delegate to 
ECOSOC, accompanied by a woman labeled “United Nations,” looking at a parrot 
who represents Andre Gromyko, the Soviet foreign minister. The parrot calls out 
“puppet” (“títere”), and the UN woman reassures Santa Cruz, saying, “Don’t 
worry, Hernán, the poor animal only knows how to repeat the word that it has 
learned from his master as he addresses his vassals.” For some, Santa Cruz and 
CEPAL represented an extension of US hegemony, while for others, CEPAL was a 
challenge to that supremacy. ​ (Revista Topaze, April 2, 1948. Colección Biblioteca Nacional 
de Chile, available in Memoria Chilena.)
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A Global Center in the South

By the end of ECOSOC’s session in March 1948, CEPAL existed only on 
paper (figure 1.4). The responsibility to carry out its mandate fell on the 
UN Secretariat, especially on Wladek Malinowski, from the UN Depart-
ment of Economic and Social Affairs in New York. With headquarters in 
Santiago, Chile, CEPAL needed an executive secretary to handle decisions 
on the ground. While UN senior staff found more suitable candidates, Eu-
genio Castillo, a Cuban economist residing in the United States, regarded 
with suspicion in Latin America for his association with US intelligence, 
was hastily but temporarily appointed for the job. Castillo had become 
friends with David Owen, the UN assistant secretary general, who was re-
sponsible for the designation.27 Member government officials, international 
functionaries, and economic experts convened for CEPAL’s first session 
shortly thereafter. Castillo and the UN staff anticipated the outcome of 
that gathering to be the mandate to carry out the unprecedented task of a 

Figure 1.4  The first headquarters of CEPAL, shown in this 1948 photograph, 
were located in the borough of Providencia, near downtown Santiago, Chile. Shortly 
after, cepalinos moved to a nearby building on Av. Providencia where most of the 
events discussed in this book unfolded. ​ (© United Nations. All rights reserved.)
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region-wide economic survey. The task was daunting and the information 
about Latin America limited. Castillo and the UN staff drew on informa-
tion previously compiled by the defunct League of Nations, but they also 
envisioned a different strategy.

While the Chilean government prepared to inaugurate the activities of 
CEPAL in Santiago in June that year, Castillo urged member governments 
to collaborate on the research enterprise. CEPAL and its secretariat—at the 
moment composed by Castillo and scarce clerical staff—had “insufficient 
resources,” Castillo explained, to carry the institution’s mandate.28 So he 
urged the delegations to give detailed presentations of their respective eco-
nomic situations to give CEPAL a foundation to start its work. Despite the 
short notice, the Chilean officials at the Ministry of Foreign Affairs promptly 
requested information from the Central Bank and the Treasury to comply 
with Castillo’s requests.29 As sponsors of the idea of CEPAL and as hosts 
of the conference, Chilean officials were committed to making the first 
meeting a resounding success. CEPAL’s first session, a gathering of minis-
ters of foreign affairs and treasury as well as other high-level officials, rati-
fied the mandate of a regional economic survey, confirming the initial fears 
of Castillo and New York and raising the alarms of an unprepared staff.30

The survey became a source of tension between governments and the sec-
retariat. Castillo had exhorted Latin American governments not only to 
offer detailed statements but also to carry out economic surveys themselves 
based on a common format to be provided by CEPAL.31 Castillo’s vision 
for CEPAL as an information bank was not only limited but unsuccessful. 
Regional governments resented the proposal. The Brazilian delegate to 
the United Nations criticized the secretariat for trying to divest itself from 
the task given. He warned against the “passive” and “unjustifiable” attitude 
manifest in the secretariat’s proposal and suggested that, “instead of relying 
on the technical and statistical contribution of governments, [the commis-
sion’s secretariat] should itself initiate a broad research endeavor.” In fact, 
Latin American officials had supported the creation of CEPAL precisely 
because the United Nations could provide the necessary institutional and 
research infrastructure to remedy the lack of compiled information avail-
able in the region.32 It was the making of broad, regional-scale surveys and 
the consequent advancement of policy recommendations that had justi-
fied the creation of CEPAL in the first place. By the end of the year, by which 
time only Uruguay had, very succinctly, responded to the questionnaire, 
Castillo lost hope. Running counter to one of the aims of the institution, 
Castillo’s idea was buried.

Without a permanent executive secretary for CEPAL, Castillo struggled 
to keep the project of the survey afloat. Prebisch, a former professor at the 
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university and founder of the Argentine Central Bank, initially declined the 
offer to lead CEPAL, although he eventually served as the longtime head 
of the institution. And so did Daniel Cosío Villegas, former director of the 
Mexican Central Bank and founder and director of Fondo de Cultura 
Económica, one of the region’s prominent intellectual centers and the most 
important publishing house in economic and social sciences.33 The bour-
geoning organization did not yet have sufficient prestige to attract senior 
regional economists. The absence of a “master brain” behind the survey 
worried both Castillo and the senior officials in New York. In its place, 
Castillo relied on different international organizations such as the Food and 
Agricultural Organization (FAO), the International Labor Office (ILO), and 
the IMF either to provide information or to relocate some of their staff tem-
porarily to Santiago. The UN Statistical Office and the European Economic 
Commission were also providing data. In the meantime, Castillo proceeded 
with the recruitment of permanent staff.34 Despite all the shortcomings and 
even the deplored licenses of Castillo’s approach, the making of the survey was 
becoming a collective and global research endeavor.

Of these partnerships in the global production of figures and ideas, the 
collaboration with the IMF seemed the most promising. Chilean economist 
Jorge del Canto, who was in charge of the southern part of IMF’s Latin 
American Division, was committed to CEPAL’s work. A former professor 
at Universidad de Chile and former adviser to his government’s Central 
Bank, del Canto was pleased with the possibility of moving back to San-
tiago, even if temporarily, to aid in the production of the survey. An ob-
server at CEPAL’s first session, del Canto had noticed certain skepticism 
about the activities of the IMF in Latin America that perhaps the survey 
offered a chance to redress.35 He agreed to submit two reports, one on 
the region’s terms of trade and the other on inflation, therefore covering the 
“financial aspects of the survey.”36 The IMF was recruited to assist in what 
would soon become CEPAL’s signature thesis: the decline of Latin Ameri
ca’s international terms of trade.

The data on the region’s international terms of trade had important po
litical consequences for defining the postwar development strategy. In some 
Latin American countries, domestic industry expanded significantly after 
the Depression, creating expectations of overcoming the tyranny of inter-
national markets. For them, establishing the impact of international trade 
on the ability to sustain the growing industrial sector in the postwar era 
was especially crucial. In addition, the problem was central to CEPAL’s 
mandate to understand and situate Latin America in the world economy. 
Since the fluctuations on the prices and the restrictions on markets were 
two of the main concerns justifying the creation of CEPAL, Castillo felt 
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obliged to offer a response in the institution’s first survey. Because the 
terms of trade and balance of payments would form an important link “in 
our overall analysis of foreign trade and the internal economic status of these 
countries,” Castillo explained, “we place considerable importance on this 
data.”37 Later that year, del Canto reassured Castillo by saying, “I have al-
most everybody in my division working on the [CEPAL] projects and I am 
profoundly optimistic that we will meet the deadlines. . . . ​Despite many 
who—unfortunately—don’t believe in [CEPAL], I am fully committed to 
bringing to fruition the assignments I personally accepted last June on be-
half of the Fund.”38 This collaboration was the beginning of an enduring 
yet conflicting relationship between the two institutions that would reach 
a climax with the inflation debates in the late 1950s. Yet, at the moment, 
Castillo was hopeful that with the collaboration of the IMF staff and that 
of other agencies, the survey would be accomplished in time.

With less than six months before the official presentation of the survey 
at CEPAL’s second session in Havana, senior officials in UN headquarters 
in New York decided to intervene. The staff in Santiago was still in the stage 
of data collection. They had drafted sections for certain countries on 
banking and industry, but the organization of the foreign trade statistics 
and on-the-ground collection of country-by-country agricultural data were 
both exhausting and lengthy jobs.39 Imminent and substantial initiatives 
were necessary, given that “CEPAL’s fate depended on the survey.”40 A UN 
statistician was sent to Santiago in January 1949 to accelerate the compi-
lation and organizational tasks. UN-New York hired, as a second- or even 
third-best option, Mexican economist Gustavo Martínez Cabaña as CEPAL’s 
executive secretary. Fernando Coire, an Argentine economist, former con
sultant for his country’s Central Bank and disciple of Prebisch, was hired to 
direct the Latin American unit in New York. Assessing the status of the 
survey, Coire took charge of providing Santiago with timely statistics on 
US trade with Latin America, foreign investments in the region, and most 
importantly the terms of trade trends with the United States and the United 
Kingdom, which had just come available from H. W. Singer’s study at the 
Department of Economic and Social Affairs.41 The team was further 
strengthened as Prebisch, who had initially rejected the offer to become ex-
ecutive secretary of CEPAL, finally accepted a temporary consultancy in 
Santiago. With reinforcements, UN staff in New York were committed to 
make the project a success.

As New York headquarters’ officials had predicted, the CEPAL-IMF part-
nership quickly fell apart. They had been especially skeptical about the 
IMF-CEPAL collaboration from the start.42 Del Canto’s studies were de-
layed, muddling through several clearance procedures by both senior staff 
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and the board of directors. It was also unlikely that the IMF was going to 
send del Canto to Santiago in the spring, as had been agreed earlier.43 In a 
meeting of Gustavo Martínez Cabañas, the recently appointed executive 
secretary of CEPAL, and Camille Gutt, head of the IMF, the latter outwardly 
rejected Martínez Cabañas’s idea to circumvent the “shortage of capable 
economists in the region” through the “creation of a pool of Latin Amer-
ican economists that could work for the different organizations.” Gutt ar-
gued that the IMF was “not interested in general surveys but in very specific 
studies which [had] to be done in Washington with participation of many 
other divisions.”44 Aware of the reluctance of his superior to collaborate 
with CEPAL, del Canto apologized and felt the need to make amends. “In 
order to show my willingness to do a little extra something for CEPAL, I am 
also attaching some preliminary data on the Balance of Payments Survey 
that will prove useful to you,” he claimed.45 Nonetheless, Gutt, as head of 
the institution, had a point: CEPAL and the IMF were organizations looking 
for influence and with areas of competence to protect.

In the face of impending challenges, Castillo and the rest of the staff in 
Santiago were forced to reappraise the survey. In the original outline drafted 
in July 1948, Castillo envisioned the survey to encompass three parts: “the 
regional economy, the national economies, and Latin America and the 
world economy.”46 Staff in Santiago were responsible for the first two parts, 
while staff in New York carried out the global portion of the survey. In 
this division of labor, CEPAL’s portion on the national economies had al-
ready fallen through the cracks when regional government had failed to 
respond to numerous questionnaires and requests for information, which 
impeded a country-by-country coverage. The third part of the survey con-
templated sections on trade, loans and investments, balance of payments, 
and the impact of the European recovery program. There was, however, 
significant overlap between the regional and the global as well as the San-
tiago and the New York parts of the survey. Ultimately, Alberto Santa Cruz, 
brother of Hernán Santa Cruz, argued that “foreign trade and balance of 
payments can be best studied in conjunction with development in produc-
tion and public policies.”47 The internal aspects could not be divorced 
from the external aspects; development could not be divorced from inter-
national trade. With the elimination of the “global aspects of the survey,” 
New York’s role had become redundant while Santiago gained preeminence.

As New York and Santiago wrestled with the scope of the survey, the 
staff in Santiago defined the scope of CEPAL’s future work. The problem 
of the international terms of trade was one of those prominent aspects that 
Santiago claimed as its own. “Since its integration to the international 
market in the late 19th century,” staff in Santiago claimed, “Latin America’s 
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rate of development has closely depended on the external impulses” given 
by foreign trade and investment. Although those impulses had faded away 
after the Great Depression, the crucial question for Latin America’s postwar 
development, cepalinos claimed, was whether they would “continue to 
stimulate the economy as they had in the past.”48 From the perspective of 
the international terms of trade, or the relation between primary products 
and manufactured goods, the panorama looked bleak. In the 1930s the 
prices of the former in relation to the latter were 64 percent of what they 
had been in the 1870s. In the immediate postwar years, the terms of trade 
had just recovered what they had lost after the Depression. There was a 
grueling disparity in the movement of prices for producers like Latin 
America and industrialized countries. With this diagnosis, the challenge for 
economists in Santiago was how to solve the dilemma of relying on inter-
national trade to overcome the disparity imposed by global trade. To 
“safeguard the economy from the adverse effects of external fluctuations,” 
industrialization had emerged in the war years as feasible strategy. How-
ever, they claimed that, since capital goods, replacement parts, and raw 
materials for industry were imported to “exploit the industrial possibilities 
of Latin America, it is essential to have vigorous foreign trade” or to count 
on foreign capital.49 Before Prebisch joined CEPAL, the cepalino project 
had begun and was already at a crossroads.

With the survey, cepalinos also made Santiago the privileged site for the 
production of ideas about the global economy from the point of view of 
Latin America. What began as a global enterprise in the production of ideas, 
facts, and figures, involving national governments, international organ
izations, and economists from the North and South, was gradually re-
duced as participants abdicated or were left out. In the vacillations about 
whether staff in Santiago or Washington, DC, or New York undertook 
overlapping and contentious aspects such as international trade and bal-
ance of payments, economists in both centers tilted the balance toward the 
South, initiating Santiago’s position as a hotbed of ideas about Latin Amer
ica and its role in global capitalism. With this perspective embedded in the 
institutional fabric of the commission, a space had been carved for Prebisch’s 
notion of “center and periphery” and the birth of the cepalino project.

Of Center and Peripheries

Santiago economists had rushed to finish the first regional economic survey, 
their inaugurating endeavor, for its formal presentation to regional 
statesmen, diplomats, and staff of international organizations in Havana 
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at CEPAL’s second annual session. Culminating a task of that magnitude 
and scope in such a short time and with an institution still in the works 
was an accomplishment in and of itself. They had provided Latin America 
with the first set of consolidated and comparable quantitative figures about 
its economy. They had also fostered a panorama of Latin America in the 
world and identified the region’s crucial postwar dilemma, and in so doing, 
had given a global institution in the South a mission and an agenda. In 
many ways, the survey condensed the concerns present since the initial 
postwar planning moment and the creation of CEPAL, and those of future 
cepalinos.

But Havana did not offer the response the economists in Santiago awaited. 
Whereas senior officials from the UN headquarters in New York had trav-
eled to Santiago the year before, only Malinowski attended the meeting in 
Havana. Most Latin American delegates, with the conspicuous exception 
of Chile, sent low-level officials to CEPAL’s second session. The presence 
of the UN Secretary General, Trygve Lie, appeared to raise the stature of 
the conference and the awareness of the press. Amid stupor and lack of 
enthusiasm, Hernán Santa Cruz and the Chilean Minister of the Economy, 
Alberto Baltra Cortés, went to great lengths to revitalize their own initia-
tive. But the declaration of Argentine economist Prebisch, who had joined 
CEPAL in Santiago three months before, changed the mood and gave new 
meaning to what would have otherwise been a dull assembly.

Although he would become a cornerstone for the institution, Prebisch 
had come to CEPAL reluctantly. Despite narrowing career options in his 
native Argentina, Prebisch rejected the offer of UN Secretary General to 
assume the commanding role in Santiago when the Commission was es-
tablished in February 1948. Prebisch feared that an institution away from 
New York would have no power over the postwar global order and de-
clined the offer. As the challenges to complete the survey mounted, Cas-
tillo and UN senior officials insisted Prebisch join the team later that year. 
But at that time, Prebisch was negotiating a senior position at the IMF and 
thus agreed only to a temporary consultancy. In March 1949 the IMF po-
sition fell through. Prebisch’s nomination to the IMF received the support 
of the United States Treasury officials but was opposed by Argentine Presi-
dent Juan Domingo Perón. In a fleeting moment of rapprochement in an 
otherwise conflictive relationship between Argentina and the United States, 
Perón vetoed Prebisch’s appointment, and the United States supported 
Perón.50 The president and many in the Argentine public distrusted Prebisch. 
He had begun his career working for the landed interests that Perón and 
his regime stood against, and he was part of the authoritarian govern-
ment that Perón and the generals had ousted. Ironically, Prebisch was also 
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considered suspicious because of his alleged connections with the US em-
bassy.51 Thus, when Perón came to power, he dismissed Prebisch from his 
position as general manager to the Central Bank in 1943. The IMF posi-
tion was Prebisch’s second setback caused by Perón. Prebisch’s and then 
CEPAL’s relations with Argentina were since then deeply affected. Ostra-
cized from Argentine policy circles and having lost the opportunity to 
work in Washington, Prebisch hesitantly moved to Santiago. UN senior 
officials in New York hoped Prebisch would compile and unify the dif
ferent and partial reports into a single overarching one.52 But Prebisch 
isolated himself from the rush to finish the survey and devoted his time to 
writing a text that only became public at the Havana conference.

In Santiago, Prebisch worked on a manuscript centered on the interna-
tional terms of trade that was, in many ways, the culmination of years of 
reflection about the ebbs and flows of the Argentine economy. Prebisch had 
been trained in economics at the Universidad de Buenos Aires in 1921 and 
soon thereafter became part-time professor while working for the Sociedad 
Rural Argentina, an organization that grouped together the most powerful 
landed and export interests in the country. But it was his experience in poli-
cymaking in the 1930s that shaped his views.53 As economic adviser to 
and part of the economic team that confronted the Great Depression, 
Prebisch began to notice a trend. The prices of agricultural products had 
fallen more profoundly than those of manufactured goods, which resulted 
in Argentina needing to sell 73 percent more than before the Depression to 
acquire the necessary imported goods. At the same time, with export earn-
ings severely restricted and compensating for the lack of imports, the man-
ufacturing industry grew tremendously in Argentina as it did in Chile and 
Brazil. In his capacity as Central Bank manager in 1937, Prebisch continued 
to insist on the inequality in the fall of prices for primary producers com-
pared to those of the manufactured goods, which he attributed to their in-
elasticity to changes in demand and to the lack of organization of producers 
to avoid the fall.54 To tackle the problem, Prebisch proposed a Keynesian 
style of countercyclical monetary policy and state-sponsored industrializa-
tion to offset the detrimental effects of fluctuations in the international 
economy. Before CEPAL, Prebisch had found the economic problem and 
the solution that would occupy cepalinos in the years to come.

But it was in Santiago and with the international organizations mobilized 
around CEPAL that Prebisch was able first to condense and streamline 
ideas accumulated over the years and later to position them at the global 
level. In a meeting of Central Bankers in 1946, Prebisch had begun to speak 
of the world economy in terms of center and periphery. More specifically, 
he focused on a “fundamental difference in the monetary phenomena of 
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the center and the periphery.” The United States, as continental and world 
center, had monetary instruments at its disposal that “Latin America at the 
periphery of the world economy” did not have when confronted with de-
clining prices and the detrimental effects of downward economic cycles.55 
Upon arrival in Santiago, Prebisch found himself demoralized, defeated, 
and perhaps even intellectually paralyzed. In April 1949 he presented a 
paper among the CEPAL staff and rapidly took it out of circulation. Prebisch 
was not satisfied, and he knew the Havana deadline was approaching. In 
the last month before the Havana meeting, Prebisch got a hold of a draft 
report from German economist Hans W. Singer, a Keynes’ disciple, at the 
headquarters in New York. Singer’s report boosted Prebisch’s morale, al-
tered his own personal trajectory and that of the Santiago-based institu-
tion, and broke Prebisch’s intellectual deadlock.56 It reaffirmed Prebisch’s 
earlier intuitions and that of Latin American economists and policymakers 
who saw in CEPAL the mechanism to transform the region’s position in 
the global economy.

Singer had joined the UN Department of Economic and Social Affairs in 
April 1947. A few months later, a report of the Subcommission on Eco-
nomic Development prompted Singer into a consequential project. The re-
port stated that, given the restrictions in world trade, producers of raw 
materials and primary products had accumulated foreign exchange but that 
those reserves were rapidly losing value after the war given the rise in prices 
of capital goods and transportation costs. The members of the subcommis-
sion pushed for an analysis of the relation between prices of primary prod-
ucts and manufactured goods that were hindering the economic postwar 
possibilities of less developed countries. Drawing on a League of Nations 
statistical compilation, Singer transformed the study of short-term, wartime 
price changes into a study of the long-term trend of international terms of 
trade. Singer showed that, although the terms of trade of agricultural prod-
ucts in relation to manufactured goods had improved during the war and 
early postwar years, they had “substantially declined” from the late 
19th century to the eve of the Second World War. Driven by broader ques-
tions of distribution of gains of trade, Singer reached a rather radical con-
clusion.57 By not receiving “in the price of their own products an equal 
contribution,” Singer claimed, the underdeveloped countries had helped 
“maintain a rising standard of living in industrialized countries.”58 Cru-
cial as it was, Singer’s study was one of many devoted to the problem.

The international terms of trade, or the relation between the prices of ex-
ports and the prices of imports, encapsulated one of the fundamental prob
lems of the postwar era. While the interwar years were marked by nationalist 
rhetoric and ideas of autarchy, the postwar era and the reconstruction of the 
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global order elicited discussions about interdependence and about depen-
dence and inequality between nation-states. Latin American delegates at 
Bretton Woods and UN ECOSOC had insisted that the instability of prices 
and the narrowing of external markets for the region as producer of pri-
mary products and raw materials justified Latin America’s participation 
and place in the reconstruction of the global order and the international 
institutional system. The imminence of decolonization in Asia and Africa, 
mostly producers of agricultural and primary products, broadened the im-
plications of the study on the historical terms of international trade. For the 
new countries, the study posed serious questions about how or even if to 
integrate to the global economic market with the United States at its center.

Given the United Nations’s role in global governance, the institution 
seemed the perfect place to address the problem of terms of trade and in
equality between nations. Singer’s study was a direct product of that insti-
tutional milieu, as was the study carried out at the IMF on behalf of CEPAL 
in Santiago. For del Canto and his collaborator, Chilean economist and 
future cepalino Jorge Ahumada, the study of terms of trade served to fulfill 
the IMF’s mission to ensure the stability of the international system. The 
relation of prices of exports and imports had a direct impact over the balance 
of payments, and one of the IMF’s goals was precisely to counteract extreme 
global monetary fluctuations through short-term credits. Knowing of the en-
deavor taken on by Singer, the IMF research staff opted to limit the extent 
of their report. Focusing exclusively on the war and postwar years, the IMF 
staff study noticed an improvement in the terms of trade but suggested “the 
terms of trade of Latin American countries have normally moved adversely 
during periods of depression.”59 By the time of the meeting in Havana, 
the problem of the international terms of trade had mobilized the resources 
at the IMF in Washington, DC, the UN Department of Economic and Social 
Affairs in New York, and now CEPAL in Santiago.

At Havana, Prebisch introduced a new dimension to the ongoing global 
debate about the international terms of trade. In a grandiloquent note, 
Prebisch claimed that Latin American industrialization “was undermining 
the outdated schema of the international division of labor” of center and 
periphery. Under that schema, he explained, echoing the concerns that had 
motivated the creation of CEPAL in the first place, “the specific task that 
fell to Latin America as part of the periphery of the world-economic system, 
was that of producing food and raw materials for the great industrial centers.” 
That division of labor was supposed to equally distribute the gains of produc-
tivity between manufacturing centers and commodity-producing periph-
eries, and thus there was no need for the industrialization of the periphery. 
But the fall in the terms of trade to the detriment of commodity-producers 
implied that those gains had not been equally distributed. Mobilizing the 
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figures of the Singer study and moving away from his short-term cyclical 
analysis, Prebisch reiterated that the fall had been so pronounced that in 
the 1930s primary products could only buy 63 percent of the manufac-
tured goods they did in the 1870s. In a masterful stroke, Prebisch folded 
the international terms of trade problem into a characterization of the 
global economic system with the provocative language of center and 
periphery.60

The denunciatory stance embedded in the concept of center and periphery 
was, however, a call for more, not less, international trade. First and fore-
most, Prebisch advocated for industrialization as a means to confront the 
fundamental global disparity. The industrialization of the periphery prom-
ised to reduce the dependence on exports and global markets by producing 
domestically and therefore reducing demand for imported goods. However, 
because industrialization required imports of capital goods and raw mate-
rials, and it was through exports that the region transformed savings into 
capital.61 Latin America and the world’s periphery needed more and better 
global markets.

However, access to more and better trade for the periphery was limited 
by a recent and fundamental change in the organization of the global 
economy. The rise of the United States and the fall of Great Britain dra-
matically transformed the relation between center and peripheries because 
the United States was, according to Prebisch, a less dynamic global center. 
With a large domestic market that was almost self-sufficient and protected with 
layers of tariffs, the United States imposed limits to the exports of the pe-
riphery that did not exist for the countries developing when Great Britain 
was the world’s economic center.62 To overcome the disparity in the global 
economic system “the solution does not lie in growth at the expense of for-
eign trade,” he concluded, “but in knowing how to extract, from continu-
ously growing trade, the elements that will promote economic develop-
ment.”63 To do this, Latin America required the United States, as center of 
the global system, to generate demand for and open its markets to Latin 
American products. Both defiant and conciliatory, Prebisch used the frame-
work of center and periphery to denounce global inequality and in the same 
breath to advocate for international cooperation, especially with the world’s 
leading industrial center.

Prebisch’s vocabulary was not new. German economist Werner Sombart, 
credited for coining the term “capitalism,” used the notion of center and 
periphery in his classical work to refer to the unequal exchange between 
Great Britain and Central and Southern Europe.64 Similar conceptualizations 
about the inequalities in the international division of labor had traveled 
to Latin America from Eastern Europe and circulated in Prebisch’s circles.65 
Within Latin America, there was growing consensus among economic 
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policymakers about the disparities between producers of primary prod-
ucts and their “derivative,” “reflexive,” or “peripheral” character with re
spect to the industrial centers. Nonetheless, Prebisch captured these insights 
and used the global institution to catapult them across the region and the 
world.

The meeting at Havana effectively married the man to the institution and 
the center-periphery text. The Latin American delegates at the conference 
in Havana commended Prebisch’s work. His intervention provided unity 
and coordination to the work of CEPAL, the Mexican delegate asserted.66 
Prebisch himself changed his views about CEPAL. After Havana, he became 
convinced that CEPAL, not the IMF, was the vehicle to carry out the project 
he had outlined in the manifesto. Thus he turned his three-month consul-
tancy into a yearlong contract as head of the research department and 
within a year became executive secretary and principal director of CEPAL, 
a position he held formally for over a decade and informally for more than 
three. Paradoxically, the New York headquarters’ resistance to associate 
the United Nations with the Prebisch manifesto further strengthened iden-
tification between the two. The denunciation of global economic inequality 
at the UN forum had already found resistance when Singer presented his 
study in early 1949.67 A few months after the Havana meeting, senior UN 
officials in New York argued that, contrary to UN policy, Prebisch’s text 
should be published under his personal name rather than under institutional 
authorship. It was important for Prebisch to “take credit and (responsi-
bility) for the report” and to “emphasize that the views expressed were 
those of the author and not those of the United Nations organ,” they 
claimed.68 While Singer’s paper, published anonymously, faded into the 
background, Prebisch’s Havana text gained prominence and became the 
CEPAL manifesto.

Before leaving for Havana and full of confidence on the significance of 
his ideas, Prebisch had given the text to Brazilian economist Celso Furtado 
for its translation into Portuguese. Outpacing the sluggish publishing pro-
cedures at the international organization, the text appeared almost simul
taneously in the two most important journals in the region, the Revista 
Brasileira de Economia of the Fundação Getúlio Vargas (FGV) and El Tri­
mestre Económico of the Mexican Fondo de Cultura Económica in the 
last quarter of 1949.69 The text circulated with both the name of the au-
thor and the institution, effectively wedding the man, CEPAL, and the no-
tion of center and periphery and the long-term decline of the terms of trade. 
Prebisch was far from such political orientation, but the fears of communism 
in the United States affected UN headquarters. UN New York was relieved 
to see Prebisch and CEPAL take the credit for what was becoming a highly 
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controversial and politically relevant idea.70 With the circulation and sway 
of Prebisch’s framing, the denunciation of global inequality through the 
vocabulary of center and periphery and the evidence of the long-term de-
cline in the terms of trade became CEPAL’s and the Latin American contri-
bution to ideas about development and global capitalism.

Although eclipsed by the manifesto, the regional economic survey had 
prompted a series of practices in the production of economic ideas about 
Latin America that Prebisch intended to carry forward. With the first re-
gional survey, the division of labor between New York and Santiago had 
resolved the prevailing tension within the United Nations. The Commis-
sion in Santiago had become the privileged center for the production of 
ideas about Latin America, an arrangement that Prebisch proceeded to for-
malize, consolidating the niche for cepalino endeavors as well as autonomy 
from New York. Prebisch also envisioned the creation of a Washington, 
DC, CEPAL office since US sources had proved vital for the survey. More-
over, the Washington office was politically and institutionally strategic. The 
office could keep a close eye and establish friendly relations with interna-
tional organizations like the IMF and the Organization of American States, 
which were competing for influence in the region.

Furthermore, the survey, a seemingly routine and plain task, inaugurated 
a set of practices that promised to broaden the scope of a small institution 
located in the southern tip of South America. Because the lack of personnel 
impeded the “study of conditions on the spot,” Prebisch envisioned the re-
cruitment of “local agents,” a group of government functionaries to aid in 
the collection of data and the preparation of special reports. Making virtue 
out of necessity, the use of local agents gave cepalinos “intimate knowl-
edge” of the national economies and “ready access to the best sources of 
information,” while circumventing the paucity and formalities of contact 
with governments that had proven so hampering in the making of the first 
survey. In turn, the local consultants “gained a broader interest in the 
problem of economic development” as defined by cepalinos and the chance 
to “relate their work to that of economists in other Latin American coun-
tries,”71 weaving a regional cepalino network. The path of cepalinos toward 
regional influence had just begun.

Conclusions

The worldmaking project of cepalinos emerged from the convergence of a 
global institution, an aspiring economist, and a provocative manifesto. In 
the war and interwar years, Latin Americans skillfully navigated across the 
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different international organizations that came to dominate the interna-
tional arena in midcentury until they secured a place in the Santiago-based 
CEPAL to institutionalize their concerns. With the IMF eschewing the 
problem of international trade and the plans for the ITO shelved, CEPAL 
emerged as the unfulfilled realization of the tripartite structure that was sup-
posed to organize the postwar global order but had thus far produced only 
the IMF and the World Bank. From Bretton Woods to the UN CEPAL, 
Latin Americans pushed to square the problem of economic development 
with that of the restoration of international trade at a moment in which 
the Third World as a political force was just beginning to take shape. With 
CEPAL, Latin Americans began to make the United Nations the propitious 
forum for Third Worldism that it became in the years to come as decoloni-
zation accelerated and the countries of the global South became a majority. 
Rather than Prebisch making CEPAL, it was at CEPAL that Prebisch’s ideas, 
simmering during years of policymaking experience in Argentina and ex-
changes with the regional economists, found a home and thrived.72 With the 
convergence of Prebisch, the center-periphery manifesto, and CEPAL, 
the problem of the falling gains from international trade that occupied mul-
tiple international organizations and economists in the postwar era became 
the “Latin American” contribution to development thinking and practice.

Although the center-periphery idea was not new in the global social sci-
ences, Prebisch’s ideas acquired tremendous saliency in the context of global 
reorganization after the war. The growth of the world’s periphery via de-
colonization, the faster expansion of international trade between the cen-
ters and its decline in the periphery, and the recurrent booms and busts of 
commodities raised the interest in these ideas. With the notion of center 
and peripheries, Prebisch provided a powerful and enduring concept to 
frame discussions about global capitalism that persists to this day. With the 
notion of the long-term decline in the terms of trade, he established the im-
plications of Latin America’s position in the world economy and then used 
CEPAL to advocate for its transformation.

Prebisch’s notion of center and periphery may not have reached the peak 
of its influence until the mid-1960s, but it had significant intellectual and 
political implications for Latin America and the world since the outset. As 
economist Albert Fishlow argued, Prebisch “set the terms, not merely for 
the rich literature in Latin America that followed and would build upon the 
center-periphery distinction, but also for the subsequent formalization of 
the foreign exchange constraint in the North American literature.” Global 
economists came to embrace the cepalino conceptualization of what became 
known as “foreign exchange gap,” leading Fishlow to conclude that since 
Prebisch’s 1948 CEPAL manifesto, “trade and development have been sub-
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sequently inextricably linked.”73 Prebisch’s notion of center and periphery 
became the foundation of the cepalino worldmaking project for decades 
to come.

Prebisch captured the postwar dilemma in a single, timely, and easily mo-
bile framework. His diagnosis of global inequality implied two different 
solutions: Latin American should either sever its ties with global markets 
or strengthen those ties to obtain a more advantageous position. Prebisch 
and CEPAL, imbued with the possibilities of internationalism and exper-
tise, chose the latter, not without creating tensions between future cepal­
inos. In the years to come, Prebisch and cepalinos embarked on a long 
journey to put the center-periphery framework in action by formulating and 
spearheading a development agenda to address the “foreign exchange gap” 
and resolve the periphery’s development paradox while resolving the fun-
damental ambiguity of their project.



Tw  o

Center and Periphery in Action

After Raúl Prebisch presented his manifesto in Havana in 1949 and took 
charge of the Santiago-based Economic Commission for Latin Amer

ica (CEPAL), cepalinos strived to turn their global vision of center and pe-
riphery into action. In the early years of the institution, cepalinos’ main 
task was producing annual economic surveys of the region and individual 
country studies. For these economists, collecting and compiling data and 
then turning those data into reports (e.g., The Economic Development of 
Argentina, The Economic Development of Brazil) was arduous but re-
warding. The first of their kind in the region, the cepalino studies quickly 
became essential documents for academics and policymakers—“almost like 
a bible”—especially in Mexico and southern South America.1 But cepal­
inos wanted to do more than produce texts that ended up on the shelves of 
functionaries and professors. They aspired to turn themselves and their in-
stitution into agents of economic development and thus of the transforma-
tion of Latin America’s position in the world economy.

Cepalinos saw Latin American economic development as a stepwise pro
cess that began with resolving a development paradox. In the past, the 
world’s economic powerhouses had used industrialization as the means to 
progress and wealth, but this same path was now harder to the latecomers on 
the global periphery.2 Industrialization by import-substitution exacerbated 
one of the key problems it aimed to resolve by deepening countries’ depen-
dence on foreign exchange and increasing their vulnerability to the world 
market. For cepalinos, the main obstacle to Latin American economic devel-
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opment and the transformation in its position in the world economy was 
not just the lack of capital but rather the lack of hard currency. Referred to 
as the “foreign exchange gap,” this concept became the foundation of the 
cepalino development agenda.

To move from theory to practice, cepalinos pursued an ambitious devel-
opment agenda that ultimately captured the imagination and persuaded 
economists and economic policymakers across Latin America. As Chilean, 
Mexican, Argentinean, and Brazilian economists filled up the ranks of the 
Commission, cepalinos established both personal and institutional alliances 
throughout these countries. In Brazil, cepalinos became part of the growing 
development state through an approach to development planning that put 
the periphery’s dollar shortage front and center. They disseminated their ideas 
and enlarged their network through training programs for civil servants. 
Beyond Brazil, cepalinos also developed an internationalist development 
agenda based on the cooperation between center and peripheries that rallied 
those frustrated with the slow pace of a global enterprise of reconstruction 
and development that had turned toward Europe and Asia and away from 
Latin America in the early postwar years. At the same time, cepalinos ex-
perimented with replicating the emerging experiment of European economic 
cooperation via a market integration project for Central America first, and 
for the rest of the region later. They believed both Europe and Latin America 
faced the limits to growth imposed by the global dollar shortage and lack 
of hard currency. The varied strategies and goals of this development agenda 
earned cepalinos a growing audience but also created opposition, especially 
among other international organizations competing for regional influence 
and shaping the region’s economic destiny.

Capturing Brazil

In September 1951, four months after the Mexico meeting in which CEPAL 
was transformed from a temporary into a permanent institution, Prebisch 
undertook a large-scale tour in Rio de Janeiro and São Paulo, marking the 
beginning of a prominent and long-lasting position in Brazil. He had a full 
agenda, with conferences at the federation of industrialists, the economic 
committee of the House and the Senate, and personal interviews with the 
ministers of foreign relations and of finance and the head of the Bank of 
Brazil. In Brazil, Prebisch found that his audiences at the highest echelons 
of Brazilian policymaking were not only receptive to but also remarkably 
conversant with cepalino ideas. “While Prebisch’s ideas are not dissemi-
nated to the extent that one would desire, they were already known by 
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most of our experts,” a reporter noted.3 At those conferences and round-
tables, attendance was five or six times greater than at previous events. “It 
is no exaggeration to say that all the Brazilian economists of some standing 
today know the basic points of the thinking of CEPAL,” an observer stated. 
Those ideas “constitute the strongest current of thought among the younger 
economists,” he added.4 Within a few years, cepalino ideas rapidly became 
an obligatory point of reference for the debates about the limits and ob-
stacles to economic development.

Celso Furtado, a young Brazilian economist who joined CEPAL shortly 
after its inauguration, was behind the success of the visit and, to a great 
extent, of the influence of cepalinos in Brazil. Born in the northeastern state 
of Paraíba and a lawyer by training, Furtado pursued doctoral studies in 
economics at the Sorbonne immediately after the Second World War. After 
a brief stop in Brazil and an unsuccessful attempt by the Fundação Getúlio 
Vargas (FGV) group to recruit him, he went to Santiago in early 1949.5 
Later that year, Furtado translated Prebisch’s Havana text, discussed in the 
previous chapter, into Portuguese and disseminated it widely. From that 
moment on, the notion of the inequality in the gains of trade, framed in 
the vocabulary of center and periphery, captured the attention of the Bra-
zilian academic community.

Furtado was an institution and a network builder. To gather informa-
tion for cepalino studies in Brazil, Furtado drew on a number of mostly 
self-taught economists in middle-level private and public positions, creating 
a fertile ground for cepalino ideas.6 These economists and rising bureau-
crats crafted a space for cepalinos within the Brazilian state and within eco-
nomic interest groups. The Confederação Nacional da Indústria (CNI), 
the main industrialist association, translated and republished the cepalino 
country study of 1950. Thanks to Furtado, cepalino ideas also found echo 
among the young and rising cohort at Itamaraty, the Ministry of Foreign 
Affairs in Brazil, some of which became the strongest advocates and dis-
seminators of cepalino notions. Among Furtado’s friends and allies were the 
close advisors to President Getúlio Vargas.7 A couple of years later, Furtado 
formed a group of Brazilian economists who shared many of cepalino ideas 
and established a journal to serve as their public outlet.8

Among the Brazilian academic community and its international allies, 
Prebisch encountered more criticism. Some of the first to engage but also 
distance themselves from cepalinos were the economists at the FGV. De-
spite its name, the FGV held numerous Vargas’s opponents that would also 
become cepalino adversaries. The FGV and its research arm, Instituto 
Brasileiro de Economia, led by economist Eugênio Gudin, hosted one of 
Prebisch’s first talks.9 Sympathetic to Prebisch in the early postwar years, 
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Gudin, who was an engineer by training, a self-taught economist, and a 
cornerstone of an institution that acquired enormous academic prestige, be-
came one of Prebisch’s fiercest critics. In a conference that gathered thirty 
of the most prominent Brazilian economists, Prebisch encountered harsh 
criticism of the notion of the long-term decline in terms of trade between 
the center and the periphery and its consequent justification for industrial-
ization in Latin America.10 For those economists gathered at the FGV, 
Prebisch was wrong in attributing the limits to economic development to 
the specialization in the production of primary products. Instead, the FGV’s 
Gudin and especially Princeton University’s Jacob Viner warned against the 
fallacious “association between agriculture and poverty.” “If the export of 
primary products was detrimental for development, why are we not taking 
pity on Denmark, California, or Iowa?” Viner claimed, dismissing Prebisch’s 
ideas of the inequality in the gains from international trade as the obstacle 
to development.11 After having been invited to the FGV to discuss Prebisch 
and cepalino ideas, Harvard economist Gottfried Haberler “vehemently” 
criticized cepalino ideas in his lectures back in Cambridge.12 Some of these 
criticisms continued and even intensified over the years as cepalinos moved 
from the discussion of international trade to that of inflation, as will be 
discussed in the next chapter.

To culminate the visit and seal the cepalino alliance with Brazil, Furtado 
accompanied Prebisch to his last and perhaps more important piece of the 
Brazilian tour: a meeting with President Getúlio Vargas. Furtado expected 
that a meeting between Prebisch and the popular yet controversial presi-
dent would raise the status of the visit and increase the sway of the Santiago-
based institution. With a resounding electoral victory, Vargas, the former 
dictator, had returned to the presidential palace earlier that year with the 
promise to continue the state-led industrialization project he had initiated 
and restore the momentum lost after the end of the war.13 Against his critics, 
a group of “qualified economists and financiers” who “ruthlessly criticized” 
the project because it entailed paying “twice as much for steel than if im-
ported from the United States,” Vargas responded, “What would Brazil 
gain by importing cheaper steel if it doesn’t have the dollars to buy it?”14 
Aware of the dollar scarcity and the limitations that foreign exchange im-
posed on development, Vargas would find in cepalinos crucial allies in his 
development project, as cepalinos had found an ally in Vargas.

Although he had supported CEPAL at the Mexico meeting earlier that 
year, Vargas knew little about the institution and, among other things, asked 
Prebisch about its reach and scope. During his years in government in the 
interwar years, Brazil had experienced severe balance of payments prob
lems, arising from the combination of the volatility of its exports in global 
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markets and the growing demand for imported goods for industry and basic 
consumption goods. The latter resulted in constraints on industry, leading 
Vargas to ask Prebisch if “CEPAL was concerned with monetary problems.” 
The International Monetary Fund (IMF), Prebisch was forced to clarify, 
was the international organization directly concerned with those matters. 
But Prebisch reassured Vargas. “Since it is impossible in Latin America to 
separate monetary problems from those of economic development,” he 
claimed, “CEPAL is giving increasing attention to them.”15

For cepalinos, the recurrent balance of payments problems and the mon-
etary problems that preoccupied Vargas and many policymakers in Brazil 
were at the crux of Latin America’s development paradox. By producing 
for the domestic market and eventually reducing demand for imports, the 
industrialization by import substitution that both Vargas and Prebisch 
supported promised to decrease the dependence on foreign exchange and 
the export of a few primary products and reduce the vulnerability to changes 
in world market prices. Yet, in the short term, industrialization and devel-
opment also triggered an increasing demand for foreign exchange to pay 
for imported technology and equipment. To solve the catch-22 of needing 
foreign exchange to propel industrialization as industrialization heightened 
the demand for foreign exchange, cepalinos put forward an ambitious 
development agenda with three pillars, two of which would be launched 
in Brazil.

In addition to Furtado’s individual ventures and Prebisch’s successful 
visit, cepalinos found another strategy to secure their presence in Brazil, 
the region’s largest and perhaps most state developmentalist country.16 After 
a successful experience with a training center for government functionaries 
and university students in Santiago, cepalinos began to establish training 
centers in Rio de Janeiro and other Latin American capitals. By working 
as interns at CEPAL as well as receiving lessons from cepalinos, the new 
trainees became versed in the proposed development project and broadened 
the cepalino network as they returned to their respective countries or were 
recruited as staff at CEPAL headquarters.17 The first training course in Rio 
in 1956 brought cepalino instructors from Santiago but also relied on the 
different set of allies Furtado had begun to form: the group of Vargas’s close 
advisors, on the one hand, and those linked to the FGV, on the other. Es-
tablished in 1957, the training program in Brazil began operating in 1960 
but shortly after was expanded to multiple cities of the continental-size 
country. The cepalino program was the first introduction to development 
economics for many economists who would become very influential in pol-
itics and academia in the decades to come, even at the turn of the twenty-
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first century.18 The training courses and especially Furtado’s future political 
endeavors would make Brazil a crucial cepalino stronghold.

In the early postwar years, Prebisch and cepalinos were confident in their 
ideas and were eager to put the notion of center and periphery in action. 
Like development experts worldwide, cepalinos turned to development 
planning.19 The International Bank for Reconstruction and Development 
(IBRD), the United Nations, and the governments of recently decolonized 
nations in India and Indonesia were all advocating the use of investment 
and development plans. Unlike the IBRD project-based plans, cepalinos en-
visioned a form of overall planning that emphasized relations between the 
different sectors of the economy. For cepalinos, the incursion on the terri-
tory of development planning was their first step in the sphere of practical 
“inter-governmental action.”20 At the nexus of a flourishing network of 
development experts, cepalinos believed they could marshal and system-
atize the experience and lessons of policymakers to produce development 
programs more attuned with the Latin American realities. They could as-
sist governments to plan an efficient use of their domestic resources and 
become intermediaries between the regional governments and the external 
financial institutions. By doing so, they could effectively transform them-
selves into agents of development and their agency into an operational, 
not just a research, institution.21

An outgrowth of the center and periphery framework, cepalinos elab-
orated what they called the “technique of programming” to solve the 
development paradox. The cepalino programming technique combined 
macroeconomic considerations with by-sector targets. Through the “tech-
nique,” cepalinos aspired to devise development plans that accounted for 
the investment and import-substitution industrialization needs as well as 
the domestic savings and foreign exchange proceeds to undertake them. 
Because furthering the industrialization process required intensifying im-
ports of capital goods and raw materials in a context of falling terms of 
trade between centers and peripheries, cepalino economists were invested 
in solving the liquidity problem upon which development hinged. Ideally, 
through the “technique of programming,” cepalinos could forecast import 
needs and the future capacity to import to prevent external disequilib-
rium such as balance of payments crises that threatened the development 
project.22 By adopting the cepalino approach to planning, Latin American 
economies could make careful and efficient use of scarce foreign ex-
change resources. An instrument to deal with monetary instability, plan-
ning was also a mechanism to move from what in the eyes of cepalinos 
had been a “spontaneous” industrialization process to a more rational one. 
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By specifying the sectors in which to reduce imports, this planning could 
help governments organize the investment and productive effort for the 
substitution of imports for internally produced goods.23 The cepalino “tech-
nique of programming” was one of the answers to the development dilemmas 
imposed by a global order with the Unites States as hegemonic center.

Intrigued by their planning technique, Roberto Campos rallied the sup-
port of cepalinos for a bourgeoning yet pivotal development institution in 
Brazil. A philosophy and theology graduate, Campos began his public 
career at Itamaraty the Ministry of Foreign Relations, in the Brazilian em-
bassy in Washington, DC. During his stay in the United States, Campos under-
took informal studies of economics at George Washington and Columbia 
Universities. After his recruitment for the delegation at Bretton Woods, 
Campos remained within international organization diplomacy for a few 
years. He represented Brazil at the United Nations Conference on Trade 
and Employment in 1947 and supported the creation of the UN CEPAL 
in 1948. Furtado had found in Campos an institutional ally and a sympa-
thizer of many of the emerging cepalino ideas.24 The conviction that foreign 
exchange scarcity imposed limits on economic development drew Campos 
closer to cepalinos. In turn, Campos’s work at the Banco do Brasil left 
Prebisch favorably impressed during his visit in 1951. Later a lecturer in the 
cepalino training course in Rio, Campos, one of the directors of the new 
institution, recruited cepalinos in 1953 for the recently established Banco 
Nacional de Desenvolvimento Económico (BNDE).

Established in mid-1952, the BNDE was the result of favorable prospects 
of international cooperation in the early postwar years.25 As the IBRD was 
forced to reorient toward development projects after the US-sponsored 
Marshall Plan took over its functions of European reconstruction in 1947, 
the expectations of aid for other regions increased (figure 2.1). Two years 
later, US President Harry Truman’s commitment to technical and financial 
assistance—in what came to be known as the Point IV program—invigorated 
the UN infrastructure for development. With the outbreak of the war in 
Korea, the support for Brazilian industrialization once again acquired stra-
tegic importance for the United States as it had in the Second World War 
years. Building on this cooperation momentum, the Comissão Mista Brasil-
Estados Unidos (CMBEU) or the Joint US-Brazil Commission for eco-
nomic development was established in December 1950. Vargas summoned 
Campos to be part of the Brazilian team that, in cooperation with US 
experts, would design investment projects for infrastructure and basic in-
dustries to be financed by the US Export-Import Bank and the IBRD. To 
provide the cruzeiro counterpart of these loans and act as an interme-
diary between the international credit agencies and the Brazilian private 
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and public entrepreneurs, Vargas created the BNDE and rallied the Joint 
Commission’s Brazilian team of experts to make the bank the fulcrum of 
the state’s development project.

Having recruited international partners for their development project, 
Campos and Vargas turned to cepalinos to overcome some of the limits of 

Figure 2.1  The cartoon depicts Latin Americans stereotypically dressed rushing 
to obtain financial aid at the Organization of American States (OAS) conference in 
Bogotá in 1948. The Latin Americans jump back in surprise when the US sheep 
replies that “they will have to help Europe.” The cartoon plays with a popular 
saying in Spanish that roughly translates, “They went for wool and got sheared.” ​
(Revista Topaze, April 9, 1948 Colección Biblioteca Nacional de Chile, available in Memoria 
Chilena.)
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the US-Brazil partnership. While the US-Brazilian technical cooperation 
had produced numerous individual infrastructure projects in strategic 
sectors for development, Campos and Vargas were not completely satisfied. 
Since it was necessary to frame those projects into an “overall development 
plan,” Vargas and Campos rallied cepalinos to engage in a large-scale re-
search project and to train the personnel on the ground to carry it out. 
Given that cepalinos were “elaborating development plans tailored to the 
realities of Latin America,” Campos and the BNDE economists expected 
cepalinos to produce an overall diagnosis of the Brazilian economy and to 
apply the cepalino “structural planning technique” to Brazil. To cement 
the CEPAL-BNDE partnership, Prebisch and the cepalinos presented their 
“technique of programming” in Rio de Janeiro in May 1953. They in-
sisted on the importance of planning industrialization to overcome the 
limits imposed by the scarcity of foreign exchange and to resolve the “de-
velopment paradox” and its excruciating consequences over monetary 
stability.

The partnership with the Brazilian development bank was a turning point 
for cepalinos. In charge of the cepalino side of the partnership, Furtado and 
Cuban-born, Harvard-trained economist Regino Boti established them-
selves at the premises of the BNDE itself, setting foot inside the state ap-
paratus and realizing the cepalino aspiration to turn to “concrete practical 
action.”26 Located in physical proximity to the main economic decision-
making institutions of the country, Furtado would take the chance to cir-
culate cepalino ideas into the policymaking circles and consolidate the 
position of cepalinos in Brazil. Since the cepalino planning technique and 
the partnership with the development bank generated an important contro-
versy over planning in the country, cepalinos took the spotlight and be-
came even more widely recognized.

The debate pitted cepalinos Furtado and Prebisch, on the one hand, Oc-
távio Gouvêa de Bulhões and Eugênio Gudin, who had already been the 
protagonist of another important controversy about industrialization and 
planning, on the other.27 Although cepalinos defended the state’s role in de-
velopment, their contenders criticized them for disregarding the price system 
as a regulator of economic activity. Whereas cepalinos were convinced 
that state intervention via planning could offset the profound disequilibria 
that accompanied development, Bulhões and Gudin were convinced that the 
state, with its layers of exchange, tariff, and price controls, was the source 
of monetary disequilibria. The controversy was aired in the press, tran-
scending academic debates and delineating two projects of development 
for the country. Defining the terms of the debate, cepalinos were sidelining 
their opponents. With a foot on the development bank, the support of the 
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president, and the increased resonance of their ideas among economists 
and policymakers, cepalinos had come to capture Brazil.

Although the consequences were lasting, the partnership between CEPAL-
BNDE was short lived. As cepalinos set foot in Brazil, Vargas’s govern-
ment confronted an acute monetary crisis that manifested itself in severe 
balance of payments deficits and mounting inflation. Driven by the end of 
the “fleeting bonanza” and the “import rush” generated by the Korean War, 
the monetary crisis weakened Vargas’s position.28 The strict monetary sta-
bilization plan formulated to confront the crisis met with increasing popular 
and political opposition, to which Vargas responded by closing the ranks 
of his administration to his most loyal friends and allies. According to 
Campos and Furtado, the replacement of one of their own for a career 
politician undermined their project.29 As political expediencies prevailed, 
Campos, who imagined the bank to be a stronghold of technical expertise 
against party politics, resigned to the BNDE. Meanwhile, Furtado, whose 
work was ignored by the new BNDE president, was forced to reduce the scope 
of the project and finalize it without much splendor two years later.30 
Although cepalinos had moved from the spotlight to the background of 
policymaking, the CEPAL-BDNE studies would become a fundamental part 
of the succeeding administration of Juscelino Kubitschek and his Plano 
de Metas, while Furtado’s endeavors outside the BNDE cemented the posi-
tion of cepalinos in Brazil.

That same year, the CEPAL-BNDE partnership suffered another impor
tant blow that nonetheless paved the way for a larger cepalino presence in 
Brazil and in the rest of Latin America. When General Dwight Eisenhower 
replaced Truman in the American presidency, the US support for interna-
tional development began to falter. Within six months, the new US adminis-
tration abruptly dismantled the US-Brazil Mixed Commission and withdrew 
from its commitment to finance the BNDE-led economic development 
projects in Brazil, while deploying a “trade not aid” motto.31 The US with-
drawal led to increasing restrictions on the IBRD loans, which were con-
tingent on sound macroeconomic stability and the absence of balance of 
payments deficits. The prospects of US and multilateral corporations’ loans 
disappeared precisely at the moment when they were most needed—when 
the country confronted once again the consequences of volatile and dwin-
dling export proceeds and a new balance of payments crisis (figure 2.2).

Campos, who had assumed a position in the Brazilian embassy in Wash-
ington, DC, after he left the BNDE, criticized the unfortunate turn in mul-
tilateral lending. “The International Bank seems to us at times much more 
concerned in determining . . . ​whether or not the country looks like a good 
credit risk, than in finding out the extent to which the Bank’s investment 
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might, by itself, change the balance of payments picture and improve the 
country’s future ability to pay,” Campos claimed.32 Like cepalinos, Campos 
was convinced that industrialization and economic development were them-
selves the cause of balance of payments problems and that planning for 
the allocation of national and international resources to continue the pro
cess was one of the solutions to the development paradox.33

To protest against the negative turn of the multilateral lenders, Campos 
mobilized cepalino ideas. “In a recent United Nations report of experts on 
economic development,” he claimed, “this type of philosophy was described 
as ‘putting the cart of foreign exchange difficulties before the horse of eco-
nomic development.’ ”34 Although an opponent of cepalinos, Eugênio Gudin 

Figure 2.2  The cartoon depicts Latin America as a little girl asking for credits 
from Uncle Sam. She holds in her hands a box labeled “condemnation to Euro
pean colonialism” that Uncle Sam refers to in dialogue that accompanies the image. 
The dialogue, among other things, recounts a bidding process for funds from Latin 
Americans asking General Marshall for funds. The absence of a “Marshall Plan” 
for Latin America marked the cepalino project and Latin American internation-
alism. ​ (Revista Topaze, April 9, 1948. Colección Biblioteca Nacional de Chile, available in 
Memoria Chilena. By permission of Sebastián Ríos.)
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reiterated Campos’s concern. He approached the president of the IBRD to 
advocate for greater effort to break a vicious circle of “loans not forth-
coming because of the prevailing inflation and of the imbalance of interna-
tional payments” while “inflation persists because foreign loans are not 
forthcoming.”35 As the IBRD and international donors generated frustra-
tions in Brazil, cepalinos began looking for opportunities to expand their 
internationalist agenda and, in so doing, their influence with other Latin 
American governments.

Capturing Latin America

With their approach to planning and their partnership with the Brazilian 
state, cepalinos had established a toehold in Brazil, the rising regional 
powerhouse. They had begun to turn theory into practice. But the “tech-
nique of programming” was just the first tool with which cepalinos expected 
to resolve the periphery’s development paradox and gain the confidence of 
the regional policymaking world. For cepalinos, circumventing the devel-
opment paradox required not just planning and administrating but also in-
creasing foreign resources. Latin American economists and policymakers, 
both cepalinos and their opponents alike, were frustrated with international 
lenders’ tepid assistance, whether in the form of the IBRD’s timid lending, 
the IMF’s limited efforts to soften external blows, or the United States’s re-
treat from the Good Neighbor policy. With Latin American policymakers 
eager for alternatives, cepalinos were ready to fill that void. To make their 
case, cepalino economists sought to mobilize and modify the existing in-
ternational aid infrastructure.

The tenth Inter-American Conference, held in Caracas in March 1954, 
provided a chance to resurrect the old ideal of economic cooperation in the 
Americas. At Caracas, the Eisenhower administration attempted to rally 
Latin America around its international campaign against communism. US 
officials were alarmed at the success of Jacobo Arbenz and the Guatemalan 
Revolution and feared the Central American country would become the 
launching ground of a communist offensive in the region. Indeed, by the 
time of the conference, the United States had already authorized an opera-
tion to overthrow Arbenz, a plan that would ultimately succeed in late June. 
But in March, the United States offered numerous economic concessions 
to Latin American governments, even those who opposed US insinuations 
of intervention. One of those concessions, especially consequential for ce­
palinos, was the realization of an inter-American conference—usually dom-
inated by security concerns—devoted exclusively to economic affairs.36 
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The resort town of Quitandinha, close to Rio de Janeiro, was the site se-
lected for the economic forum to be organized by the Organization of 
American States (OAS) at the end of 1954.

Latin American economists and policymakers were unsure about what 
to expect from the Quitandinha meeting. In 1948, at the OAS’s meeting at 
Bogotá, the presence of General Marshall suggested the possibility of a 
large-scale aid program similar to the European reconstruction package. 
Instead, security concerns dominated the agenda (see figures 2.1 and 2.2). 
Years later, Carlos Lleras Restrepo, former minister of finance and future 
president of Colombia, lamented that the projects of economic cooperation 
had then been postponed with “the same old vague statements of promo-
tion of technical assistance and a sound commercial policy.”37 Aside from 
negative precedents and thwarted overtures, there were mixed messages 
coming from the Eisenhower administration. On the one hand, Milton 
Eisenhower, the president’s brother and close advisor, endorsed the granting 
of small development loans and the Foreign Operations Office advocated 
for extensive development assistance and the stabilization of prices of pri-
mary products.38 Both of these policies suggested a change toward more 
international cooperation for development in the region. On the other hand, 
Henry Holland, Deputy Secretary of State, insisted instead on the importance 
of private capital investments and the openness of the US markets.39 Yet it 
was precisely the ability of the United States to act as an economic hegemonic 
power, fully opening its markets to Latin American exports and alleviating 
the dollar shortage that affected Europe and Latin America, that cepalinos 
were skeptical of.

Even before attendees gathered in Quitandinha, cepalinos eclipsed the 
US-dominated OAS. The two institutions, the OAS and the UN CEPAL, 
had been clashing for years. Ever since the announcement of the creation 
of CEPAL, the institution was haunted by accusations of duplication of 
functions with the economic arm of the Pan-American Union, the prede
cessor of the OAS. Up until the ratification of CEPAL as a permanent UN 
body in 1951, there were proposals to fuse the two organizations. How-
ever, the Pan-American Union had been particularly slow in the establish-
ment of an institutional apparatus to tackle the economic problems of the 
area. It was only as a response to creation of its namesake in the United 
Nations that the Pan-American Union established the Inter-American Eco-
nomic and Social Council in 1945.40 It was only a Cold War context that led 
to the transformation of the Pan-American Union into the OAS. It was 
only after the establishment of CEPAL itself that the terms of reference of 
the OAS’s Inter-American Economic and Social council were ratified.41 While 
some saw CEPAL as an effort to overcome the disappointing results of the 
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OAS, others saw in CEPAL a duplication of functions and a redundant 
institution.42

But in 1954, recognizing their own limitations, the OAS organizers found 
the participation of cepalinos “not only possible but desirable.” By calling 
attention to the development paradox, cepalinos had established a reputa-
tion and conquered a territory in the sphere of international development 
that was recognized by its inter-American counterpart. In May  1954 
Prebisch met with the head of the Inter-American Economic and Social 
Council, the OAS economic arm, and swiftly assumed responsibility for the 
most important tasks of the agenda: the problems of international trade 
and the methods to finance development.43 The meeting at Quitandinha 
gave cepalinos the chance they desired to intervene in international policy 
and shape the agenda to transform both centers and peripheries.

With their competitors ceding space, cepalinos took the lead for Qui
tandinha. In an effort to expand their regional reach and marshal the sup-
port of the regional leadership for their international cooperation project, 
Prebisch and his team summoned a group of dignitaries from different 
countries to Santiago. In August 1954 cepalinos convened a preparatory 
committee for the November meeting, with current and former ministers 
of the economy, heads of development agencies and central banks of 
Argentina, Brazil, Colombia, Chile, Costa Rica, and Mexico, as well as ob-
servers from international organizations such as the IMF at CEPAL’s head-
quarters. At the gathering, they were not government representatives but 
simply “economists,” Lleras Restrepo recalled, signaling the desire of ce­
palinos to represent a regional consensus among experts.44 With the green 
light from member governments to postpone routine activities and focus 
on the Rio conference, cepalinos seized the opportunity to condense their 
ideas and present their platform for Latin American development.45

The first and most important part of the platform was a mechanism to 
finance development. If the Eisenhower administration stood for trade 
rather than aid, the cepalino strategy entailed aid for trade. For cepalinos, 
Latin America confronted a development paradox: industrialization prom-
ised to reduce dependence on exports, but it also increased the demand 
for imported machinery and equipment and hence the dependence on 
exports to buy imports. Therefore, financing industrialization required 
both more trade and more aid. Aware of the fiscal conservatism that pre-
vailed in the US administration, cepalinos proposed the establishment of 
an inter-American fund to provide loans for industry, mining, and agricul-
ture. Preempting conservative objections, cepalinos did not propose to pass 
the buck when it came to financing development. Instead, the cepalino plan 
envisioned shared responsibilities. The United States, as global hegemonic 
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center, would provide half of the resources for the fund and Latin America 
the other half. Within the region, the fund would follow the quota distri-
butions used by the IMF. Based in the United States and holding only US 
dollars, the proposed inter-American fund could raise additional resources 
by selling bonds in international markets.46

To capture the conceptual similarities to Europe while distancing them-
selves from the grant-based European experiment, cepalinos insisted that 
their proposal was “not a Marshall Plan for Latin America.”47 Like Eu
rope in the early postwar years, Latin America confronted a catch-22 eco-
nomic conundrum. Europe needed to revitalize its exports in order to pay 
for its imports, but it needed imports of raw materials and intermediary 
goods to export.48 Similarly, Latin America, especially the Southern Cone 
area, needed increasing export proceeds to pay for the import of machinery, 
capital goods, and replacement parts that would in turn allow these coun-
tries to reduce the dependence on export proceeds from raw materials and 
primary goods. The Marshall Plan solved the European dilemma by pro-
viding the desired hard currency and by facilitating the payments of for-
eign goods in local currency, decreasing the pressure on hard currency.49 
The Marshall Plan caught the attention of cepalinos for its role in circum-
venting the dollar shortage and the foreign exchange gap, but they remained 
distrustful of its reliance on donations, subsidies, or one-sided attempts to 
steer a region’s economy. Their vision of the inter-American fund instead 
represented a truly cooperative attempt that mobilized resources from both 
the center and the periphery to finance economic development. Since inter-
national trade was failing to provide the resources that development de-
manded, international aid was a privileged alternative.50

The second part of the cepalino platform contemplated significant trans-
formations of the global center. By guaranteeing prices and markets for 
Latin America’s exports through price stabilization agreements, cepalinos 
claimed the global economic center could reduce the risks associated with 
world economic fluctuations that hindered development in the periphery. 
If the global hegemon vouched for freer trade, cepalinos believed it had to 
lead by example. In their view, protectionism at the center—the existence 
of high tariff barriers for Latin American products—was one of the main 
limitations to the region’s capacity to import and, consequently, to devel-
opment. Based on the differences between center and peripheries, they ar-
gued against strict reciprocity in lowering tariff barriers and liberalizing 
trade. Whereas protectionism at the center actually diminished global trade, 
the effect of protectionism on the periphery was simply to transform the 
structure of trade in favor of capital goods and raw materials for industry 
without reducing overall trade, they claimed.
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The third part of the platform contemplated changes in the periphery. 
First and foremost, cepalinos insisted on the importance of formulating and 
implementing economic development plans that followed the cepalino tech-
nique of programming. It was not merely that development plans were 
important for procuring foreign resources from international banks. They 
were also necessary to guide the import-substitution industrialization pro
cess and avoid detrimental external monetary crises. At this point, before 
the politics of inflation created division among them as discussed in the fol-
lowing chapter, cepalinos also recommended strong monetary and fiscal 
measures to halt inflation. They also insisted on implementing countercy-
clical policies—accumulating reserves in the upward trend of the economic 
cycle to be used in the downward slope—to soften the deleterious effects 
of the swings in international economy and maintain the rhythm of devel-
opment in times of both resource-driven feast and famine.

The final part of CEPAL’s platform promoted new lending criteria for 
international institutions such as the IBRD and the Export-Import Bank. 
Whereas international development organizations understood monetary 
stability as a prerequisite for lending, cepalinos insisted that lending was 
necessary for monetary stability. Since balance of payments crises were a 
product of the process of economic development itself, development aid 
could not only help further industrialization but also ease monetary imbal-
ances by providing resources for capital goods and other key imports. Like 
cepalinos, who were coming to represent a regional consensus, Campos and 
even cepalino opponents like Gudin had voiced a similar demand a few years 
earlier when the Brazil-US commission had been unilaterally terminated. 
With this platform, cepalinos put the language of center and peripheries in 
action to solve the development paradox.

The cepalino report, which compressed their approach to development 
into a single policy document, circulated among the policymaking circles 
in the region and shaped the course of the conference. After three slow inau-
gural days, Jorge del Canto, a Chilean-born economist and IMF delegate 
to Quitandinha who would become head of the IMF’s Western Hemi
sphere Department within a decade, reported back to headquarters that 
the “conference was gaining momentum,” with the “emphasis falling on the 
financing of economic development and the basic CEPAL report.”51 CEPAL 
had proven to be “particularly prepared to provide the baseline docu-
mentation for the conference,” the Mexican delegate claimed.52 The rela-
tionship between CEPAL and OAS, which had been marked by years of 
antagonism and mutual accusations, acquired a new dimension. The ten-
sions resolved as CEPAL gained favor. Participants contrasted the “far-from-
lucid participation of the inter-American institution in economic matters” 
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with the increased involvement of “CEPAL experts who had pertinent solu-
tions to different problems.”53 The inter-American conference gave CEPAL a 
stage to define concrete proposals and reach a region-wide audience.54 
Though the conference took place under the OAS’s aegis, cepalinos gained 
the upper hand as the spokesman for a regional project, dispelling doubts of 
those who had privileged the OAS.

Despite the final outcome at Rio, the conference represented a success 
for cepalinos. Their aim at Quitandinha was “to persuade not to innovate,” 
Prebisch declared.55 Latin American delegates adopted the cepalino tenets 
to advocate for the transformation of the global center and the coopera-
tion between center and periphery. They embraced planning, supported 
rational protectionism in the periphery, and advocated for the use of de-
velopment aid to deal with balance of payments difficulties if necessary. 
Echoing Prebisch’s claims, the Mexican delegate argued that the low levels 
of trade and investment of the center in the periphery were the result of 
the shift in the financial leadership of the world after the First World from 
Great Britain to the United States, a country in itself in the process of de-
velopment. The new global center therefore absorbed more than exported 
capital, creating immense problems for a capital and exchange-hungry pe-
riphery. This “state of affairs that our countries would have to live with 
for decades” justifies the “region’s insistence on long-term international 
credits,” he claimed. Following the lead of cepalinos, Antonio Cafiero, the 
Argentine representative, insisted that the instability of international prices 
and markets were Latin America’s main economic problem. Therefore, the 
Argentine endorsed the cepalino recommendation of securing remunera-
tive prices through international agreements and the increase of interna-
tional financial and technical resources.56 Latin American economists and 
policymakers were, alongside cepalinos, challenging the United States to 
act as global hegemonic center to open to trade and to transform the rela-
tionship between center and peripheries via international aid. With these 
tools cepalinos managed to set the agenda and locate themselves at the 
center of the discourse about economic development in Latin America.

With regard to increasing financial cooperation between center and pe-
riphery, however, Quitandinha was closer to a failure. Though some US 
senior officials advocated for greater development aid to Latin America, the 
Eisenhower administration refused to entertain the Latin American pro-
posals. Instead, it limited its goodwill offering to a slight increase in the 
Export-Import Bank’s lending capacity. Conference participants there-
fore called for a committee of experts to further study the issue to avoid 
the embarrassment of a failed conference. Eugene Black, president of the 
International Bank for Reconstruction and Development, said the institu-
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tion was willing to significantly increase its disbursements, pending the im-
provement of Latin America’s credit rating, which had been negatively af-
fected by the balance of payments problems and “lack of capital in local 
currency to supplement the loans.”57 Those were, of course, precisely the 
reasons why cepalinos and the rest of the regional policymakers had ad-
vocated that the international development apparatus be overhauled. The 
United States’s reluctance to support the Latin American initiatives discred-
ited the United States’s claims to internationalism, but it did little to erode 
Latin American economists’ confidence in the cepalinos and their interna-
tionalist agenda. Claiming a delayed triumph, cepalinos would see their de-
velopment platform reemerge as the baseline of the Alliance for Progress, 
as discussed in chapter 4.

Toward Latin American Integration  
and the “Baby Latin Fund”

The 1954 Quitandinha meeting recalibrated Latin American policymakers’ 
expectations for international development aid. The conference barely ad-
dressed commodity price stabilization schemes or lower tariff barriers for 
Latin American commodities in global markets, both of which were also 
solutions to the development paradox. Cepalinos continued to insist that 
an economic cooperation plan was necessary, but in the face of continuous 
rebuffs from the United States, the IMF, and the World Bank, these econo-
mists began exploring other options. They were particularly eager to lo-
cate a solution to the region’s development paradox that did not depend 
on cooperation between the industrial centers and the raw material–
producing peripheries, although it ultimately did. In the absence of a large-
scale financial scheme of cooperation between center and periphery in the 
mid-1950s, cepalinos began to float the idea of a continent-wide economic 
integration project.

Throughout the 1950s, Europe, which was turning the ideal of economic 
integration into a tangible reality, represented an important model for ce­
palinos. As early as 1948, Belgium, Netherlands, and Luxembourg came 
to an agreement for a customs union and signed on a common external 
tariff two years later. The European Recovery Program, known as the Mar-
shall Plan, also provided a significant stimulus for economic integration 
since it established cooperation as a precondition for the disbursement of 
its large-scale aid. The Marshall Plan also provided the initial funds for the 
1950 European Payments Union to facilitate intra-European trade. It also 
required the establishment of an institution, the Organization for European 
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Economic Cooperation, to produce joint economic plans for aid and re-
covery. That organization provided an important precedent for the estab-
lishment of the European Coal and Steel Community, a regional institution 
that created a common market for coal and steel among France and Ger-
many (wartime enemies), the Benelux countries, and Italy. That regional 
institution, in turn, served as the stepping-stone for the establishment of a 
further-reaching European Economic Community or the European Common 
Market, in 1957. The European model, with its emphasis on aid, planning, 
and payments, would influence cepalinos’ and their contenders’ views on 
the possibilities and challenges of integration during that decade.

Although the European experiment was certainly in the minds of cepal­
inos, they also had direct experience with integrating markets closer to 
home. In June 1951 Jorge Sol Castellanos, the minister of the economy of 
El Salvador, approached Prebisch, head of CEPAL, with an offer the latter 
could not refuse. As a former student of Prebisch’s friend and colleague at 
Harvard University, Robert Triffin, Sol Castellanos already had Prebisch’s 
ear.58 After a few years in Washington, Sol Castellanos had returned to El 
Salvador in 1950. In less than two years as minister, he had rallied the sup-
port of Manuel Noriega, a fellow Harvard graduate and then minister of 
the economy in Guatemala, as well as of Enrique Delgado, the Nicaraguan 
minister, for the project to integrate the Central American economies. The 
three ministers, alongside a more reluctant Costa Rican delegate, secured 
the support of the rest of the Latin American governments for the creation 
of a committee for economic cooperation in Central America under the aus-
pices of CEPAL.59 The Central American project would become a spring-
board for bigger cepalino ambitions.

In Central America, the interests of Sol Castellanos and of cepalinos 
aligned. For Sol Castellanos, the economic integration of the five Central 
American republics offered a solution to the obstacles that El Salvador had 
faced in its attempts at state-led industrialization. For Sol Castellanos, that 
the United States and the Soviet Union, the world’s two superpowers, were 
continental-size economies confirmed the importance of “large economic 
spaces” for industrialization and growth. The incipient stages of European 
integration reinforced the notion that the new world order required supra-
national spaces “to reap the benefits of economies of scale” as well as to 
“domestically produce previously imported goods.”60 El Salvador, which 
had the most dynamic export economy of Central America, was also grad-
ually establishing itself at the forefront of the state-industrialization pro
cess in the area, but it was limited by the size of the market given its small 
population and a very unequal society.61

In the road to integration Sol Castellanos considered cepalinos crucial 
allies, in part because of their ability to act as nonpartisan mediators in the 
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region’s tense political landscape. The relations between these countries 
were, in the words of Sol Castellanos, “cool and sporadic,” “dealing with 
each other as one power against another,” which entailed that “a Central 
American conversation could not to be carried out by Central Americans.”62 
The region, once a federation, had been torn apart by civil wars; territorial 
disputes were ongoing; and most importantly, deep political divisions pitted 
entrenched dynastic rulers in some countries and rising social democrats 
in others, and were further exacerbated by Arbenz and his seemingly rad-
ical transformation of Guatemala.63

For Prebisch and cepalinos, the Central American cooperation project 
represented the chance to move from theory to practice and to reaffirm the 
position of the institution in the region beyond Chile, Brazil, and the 
Southern Cone. In the lead-up to the agreement and to Sol Castellanos’s 
request, cepalino studies had paved the ground for policymakers like Sol 
Castellanos by emphasizing the potential of intraregional trade. There-
after, cepalinos found themselves with a seat at the table in a groundbreaking 
cooperation initiative that, in many ways, was their own creation.

Aside from providing cepalinos with critical experience in the politics of 
integrating markets, their involvement with the Central American market 
provided a base for CEPAL’s expansion. In July 1951 Prebisch established 
in Mexico City what was going to be CEPAL’s first regional office outside 
Santiago. Aside from providing a convenient location for conducting eco-
nomic research in Central America, the office allowed Prebisch to cultivate 
the friendship and collegial relations he had established some years earlier 
with the Mexican economists at the Banco de México, the Fondo de Cul­
tura Económica publishing house, and the schools of Universidad Nacional 
Autónoma de México and El Colegio de México. Vîctor Urquidi, a young 
London School of Economics (LSE) graduate, member of the Mexican del
egation to Bretton Woods, well connected with the national economic policy-
making elite, and editor of the region-wide El Trimestre Económico, was 
Prebisch’s choice for leading the Mexico office and cementing cepalinos’ 
relations in northern Latin America. The son of a diplomat, Urquidi had lived 
in Central America during his youth. He became CEPAL’s coordinator of 
the Central American cooperation initiative and, months later, the director 
of the Mexico office.

The path to integration was long and winding in Central America, but 
cepalinos were, more often than not, at the center of the project’s concep-
tion. Urquidi and Prebisch paid several visits to democratic Costa Rica and 
revolutionary Guatemala, as well as to authoritarian Nicaragua and an un-
interested Honduras, all in the name of “quiet diplomacy” to create con-
sensus and set the agenda.64 Given their expectation of falling international 
terms of trade for the periphery, cepalinos conceptualized the regional 
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integration process as first and foremost an industrialization strategy to 
expand the size of what “were not even national but local markets.”65 The 
main and most controversial idea was the creation of a program of indus-
trial integration, in which new industries would be strategically located in 
a specific country with the purpose of producing for the area as a whole 
and with the expectation of reciprocal exchange. Later on, the difficulties 
in the implementation of that strategy led Luis Somoza, the son and presi-
dential heir of decades-long dictator Anastasio Somoza, to presumptuously 
tell Urquidi to “bring the Central American industrialists here and I will tell 
them where to put their factories, and problem solved.”66 Throughout the 
years of negotiations, cepalinos mediated between the push for more expe-
dient trade solutions through bilateral or even tripartite agreements and 
the pull for the more arduous process toward multilateralism.67 Delgado, 
the Nicaragua representative, denounced the Salvadorian attempt to “re-
duce the other states to the status of supplying primary products and raw 
materials,” thus defending the cepalino principle of gradualism and reci-
procity, which could guarantee a balanced spatial distribution of the new 
industries.68 Although cepalinos would eventually be successful in bringing 
the initiative to the fore, the Central American common market bore the 
mark of the unresolved contradiction of the unequal trade relations be-
tween centers and peripheries within.

Even before the Central American common market took final form, 
cepalinos took the lead on a project for a continent-wide integrated market 
in Latin America. Like their Central American counterparts and their re-
public federation, southern Latin Americans had contemplated political in-
tegration since Simon Bolívar’s rapidly fractured Gran Colombia and the 
Panama Congress of 1826, a convention designed to formulate a common 
position against their former empire. In the late nineteenth and early twen-
tieth centuries, prominent intellectuals in Cuba, Argentina, Peru, and Uru-
guay, to a name a few, championed the idea of a unified Latin or Hispanic 
America, mostly in opposition to Anglo-America. In the mid-twentieth 
century, earlier idealism turned into concrete proposals when cepalinos, in 
the wake of the both the European and the Central American experience, 
took the lead once again.

For cepalinos, the limited scale of trade between Latin American coun-
tries served both as evidence for and a contributor to the development 
paradox. Driven by the impetus to industrialize, each country had devel-
oped similar industries “all struggling against the limited size of the na-
tional market.” Prebisch depicted the region as a collection of “watertight 
compartments,” with no channels of communication with one another.69 
A regional market could increase intraregional flow and break those 
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barriers. However, the still ill-defined regional market was itself limited 
by the problem it was trying to resolve: the recurrent lack of dollars or con-
vertible, hard currency resulting from the trade gap between import needs 
and exports proceeds and the resulting foreign exchange gap. “If intra-
regional trade demanded the use of hard currency,” Prebisch explained, 
“it is evident that the initiative would face serious limitations because most 
countries would prefer to use convertible currencies for trade outside the 
region in order to obtain capital and other goods not yet produced in Latin 
America.”70 Thus, cepalinos attributed the limited size of the intraregional 
trade, among other factors, to the lack of a region-wide payments policy.71 
Once again, Latin America confronted the development paradox of needing 
dollars to eschew the need for dollars (figure 2.3).

In the early postwar years, Europeans had found a solution to a similar 
problem. Their approach therefore figured prominently in the minds of ce­
palinos. Established in 1951, the European Payments Union (EPU) worked 
as a mechanism to foment intra-European trade while circumventing the 
need for dollars to carry out that trade. By coordinating transactions and 
facilitating credits to finance temporary deficits, the EPU helped resolve a 
parallel problem to Latin America’s development paradox. The Marshall 
Plan funds were the cornerstone of the EPU; in Latin America, their ab-
sence was an enormous hindrance. In its absence, the cepalinos proposed 
a “new organism,” a regional clearing agent, that would allow “different 
countries [to] settle their accounts not against each other but to the union 
as a whole.”72 CEPAL proposed itself as the clearing agency, that is, the 
body that would act as the intermediary in paying funds and a centralized 
facility for settling trades. Thus, the existence of a payments union and a 
regional market would allow CEPAL to leave its studies behind and instead 
transform itself into an operational agency with leverage over monetary 
transactions and policies.

The cepalino initiative raised skepticism at the IMF. The similarities be-
tween the European and the Latin American cases that cepalinos capital-
ized on seemed exaggerated to IMF staff. First, there were no prospects of 
American aid—something that had been crucial for European integration 
(figure 2.4). Second, the Latin American intraregional trade was much more 
geographically concentrated and less diversified in terms of goods, compared 
with Europe, to justify an equally complex payments system.73 Despite their 
skepticism, the IMF officials had bitter memories and compelling reasons 
to entertain the cepalino initiative. In the early postwar years, the IMF 
“was asked to serve as the agent of the six countries which first organized a 
system of monetary compensations,” but, a staff member explained, the “in-
vitation was declined by the default.” In order to avoid “past mistakes” 
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Figure 2.3  Top, The cartoon portrays a diverse set of international characters 
trying to feed themselves from the “Fondo Monetario” or International Monetary 
Fund pot with a spoon of “cambio libre” or “free exchange rates.” Bottom, The 
cartoon illustrates British Prime Minister Clement Atlee complaining to Uncle Sam 
about Argentina—shown here as a woman carrying bags of wheat and beef—and 
her withholding of food supplies. In response, Uncle Sam says, “Little Argentina if 
you do not give some wheat, beef, and butter, I will take away your foreign ex­
change allowance. . . .” (emphasis added). Foreign exchange and dollar scarcity 
were a fundamental problem for the cepalino project. ​ (Revista Topaze, February 6, 
1948. Colección Biblioteca Nacional de Chile, available in Memoria Chilena.)
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that would leave the IMF equally excluded from shaping policies in Latin 
America, the staff recommended the Board to “profess interest” in the ce­
palino initiative and “sympathy” toward a Latin American cooperation and 
multilateral trade project. Despite their reservations of the project being 
technically “ill-defined,” they recognized it was driven by “strong feeling 

Figure 2.4  Dwight Eisenhower and Raúl Prebisch, depicted as children, play 
with puzzle pieces. Prebisch’s pieces are Latin American countries and Eisenhow-
er’s are European countries. Eisenhower gleefully admonishes Prebisch, saying, 
“Silly, you haven’t finished your puzzle and I already finished mine!” Prebisch re-
plies, “I am not surprised! Why don’t you lend me some of that glue you have,” 
referring to the “financial aid” pot of glue Eisenhower clearly has dipped his brushed 
in to stick the countries together. In the background appears a parental figure la-
beled “Fondo Monetario Internacional” or IMF, who sits with his back to Prebisch 
and Eisenhower, ignoring the efforts of both European and Latin American eco-
nomic integration. ​ (Revista Topaze, November 27, 1959. Colección Biblioteca Nacional de 
Chile, available in Memoria Chilena. By permission of Jimmy Scott.)
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of prestige and political expediency.”74 The European precedent showed 
the IMF staff that they could not afford to be sidelined in Latin America.

Initially, the IMF sought a prominent role in the cepalino project, but 
this early expression of goodwill soon curdled as the initiative acquired mo-
mentum. At first, the IMF welcomed the cepalinos’ call for technical as-
sistance for the multilateral payments and even volunteered to “set up the 
machinery for better exchanges of information” between the central banks 
or monetary authorities who may be potentially interested in settling ac-
counts.75 The IMF insisted on its staff being invited to and present in all 
discussions with Central Banks, and it even suggested that the IMF should 
serve as clearing agent, even if it could not provide the financial resources 
that the United States had provided for the EPU.

As time went on, however, the relations between the institutions grew 
more tense. The IMF staff resented the idea that CEPAL might serve as an 
“informational clearing agent,” handling and receiving reports of the bal-
ance of payments position of each country, an exchange that was usually 
the purview of the IMF.76 “It makes more sense for us rather than for CEPAL 
to duplicate the arrangement,” a staff member explained.77 The IMF staff’s 
hostility only increased as it became clear that CEPAL hoped to act as the 
actual, not just the informational, clearing agent. As tension built, criticisms 
became sharper.

Despite their professed sympathy with the goals of cepalinos, the IMF 
staff believed that simpler solutions were available, if the goals were to lib-
eralize trade, establish multilateral systems, and standardize exchange 
practices. Rather than instituting complicated compensatory payments 
schemes, del Canto, the main IMF staff figure in Latin America, argued that 
trade could be increased by simplifying the exchange rate regimes and low-
ering tariff barriers. The IMF proposed working with each country indi-
vidually rather than devising complicated regional arrangements to increase 
trade.78 Thus, at the 1957 CEPAL plenary meeting, where cepalinos dis-
cussed the payments scheme under the propitious winds of the signature 
of the Treaty of Rome for the formation of a European Economic Commu-
nity, IMF representatives “[fought] inch by inch” to “modify the language 
of [the] resolution.”79 Ultimately, the IMF staff believed that cepalinos were 
overly ambitious and naïve, placing “too many hopes in such machinery 
[for clearing balances] as the cure to more basic problems.”80 But there 
was more at stake in the IMF’s resistance to the cepalino proposal than 
merely conceptual differences.

The IMF economists resented the cepalinos for their encroachment into 
what they considered their territory, fearing that a Latin American common 
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market would marginalize their institution. Cepalinos had not limited their 
proposal to one that established a multilateral payments arrangement but 
had instead floated a plan that would affect currencies, exchange rates, and 
balance of payments—directly impinging on the IMF’s functions and areas 
of competence. In offering CEPAL as the clearing agent, cepalinos were ef-
fectively creating mechanisms to broaden the institution’s influence and 
power by entering into the field of monetary matters. When the idea was 
first raised, a member of the IMF staff countered that the “function of 
agent” should be open to bids. A second staff member seconded this, rec-
ognizing that multiple Latin American governments may find the “clearing 
agent proposal” appealing, and therefore not supporting it would alienate 
them from the IMF.81

As the proposal moved forward, the IMF’s opposition grew increasingly 
louder and disgruntled. Their varied critiques boiled down to the idea that 
no new institutions were necessary to fulfill the needs of a Latin American 
common market like cepalinos proposed; any unanticipated needs that may 
arise could be fulfilled by the IMF. If the Latin Americans required settle-
ment in dollars or sterling for multilateral trade for instance, they should 
turn to the IMF, a staff member clarified.82 In fact, for the IMF staff, the 
cepalino proposal entailed a duplication of functions with the IMF. Del 
Canto reminded Prebisch that the IMF, like the cepalino payments union, 
was supposed to “utilize assets of creditor countries to give help, based on 
certain conditions, to debtor countries.” The cepalino initiative, in other 
words, directly competed with the IMF’s interests in Latin America. If there 
was going to be a multilateral payments scheme in Latin America, the 
IMF—not CEPAL—should run it.

Tensions reached an apex at the 1959 CEPAL plenary meeting in Panama, 
where the first complete proposal of the regional market was discussed. 
Building on the momentum created by Argentina, Chile, and Brazil, who 
agreed to create a free trade area just before the meeting, cepalinos recom-
mended the creation of the regional market and urged regional governments 
to “implement immediately the . . . ​protocol leading to the establishment 
of a payments union with [CEPAL] as agent.” Del Canto and the IMF firmly 
opposed.83 “Our concern with the Latin American regional market arises 
from the fact that CEPAL considers a payments union an essential instru-
ment for the regional market,” del Canto explained.84 Not only was the 
payments union unnecessary to foster intraregional trade when tariff re-
ductions and exchange rate unification suffice, del Canto argued, but the 
cepalino emphasis on bilateral arrangements could also endanger multilat-
eral trade. Prebisch countered that the IMF, fearing the loss of ground in 
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Latin America, would oppose any proposal that had “regional rather than 
global scope.” Prebisch defended the proposal in a “spirited rebuttal” that 
argued that the European Payments Union had not just spurred European 
intraregional trade but also propelled world convertibility, which was in 
the interest of a global institution like the IMF. In response, Chilean and 
Argentinean representatives, whose countries were engaged in significant 
IMF-supported stabilization plans, defended the words and work of the 
IMF. With the support of major regional players, the IMF representative 
prevailed at Panama. The draft resolution dropped its references to a pay-
ments union as an essential component of the common market.85 It would 
only take a few more months for the IMF to completely bury the cepalino 
initiative, which the Fund staff had begun to refer to derogatorily as the 
“baby Latin Fund.”

Although the payments union initiative collapsed, and with it CEPAL’s 
ambition for more policy leverage, the process of regional integration did 
commence. When the Latin American Free Trade Association (LAFTA)—
undersigned by Argentina, Brazil, Chile, México, Peru, Paraguay, and 
Uruguay—was established in February 1960, cepalinos were hesitant to call 
it a victory. Cepalinos regarded the 1959 meeting as a success, but it was 
clear that they had begun to lose support. The Mexican and the Cuban 
delegations criticized cepalinos for endorsing the subregional proposal of 
Argentina, Chile, and Brazil in an effort to propel their own initiative at 
the cost of a truly region-wide common market. At the same time, cepalinos’ 
faith in the possibility of regional cooperation dwindled as the regional 
discussions began to follow similar patterns as those in Central America 
and at the global General Agreement for Tariffs and Trade. Small countries 
feared the excessive power of the larger ones, agricultural-producing 
countries were at odds with the more industrialized ones, and there was 
little consensus on the goods that would be part of the common market. 
Chile and Argentina, initial supporters of the cepalino payments union and 
key members of the trade association, rejected the credit-awarding func-
tion that Prebisch envisioned for CEPAL. In part because LAFTA was 
more a declaration of good intentions than an outline for a common 
market, the signatories of LAFTA relegated CEPAL to an advisory body 
rather than the executive, operational role cepalinos had aspired to have.86 
By early 1960, cepalinos had stopped insisting on the payments union and 
had even called on the IMF to assume any operational role that might 
arise in the future.87 Although the IMF staff would later protest that ce­
palinos were trying to revive the “Latin Fund,” the payments union idea 
was dead. CEPAL’s confrontation with the IMF, however, lived on.
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Conclusions

As they transitioned from developing the center-periphery theory to imple-
menting an approach to development based on resolving the “development 
paradox,” cepalinos aspired to broaden the scope of their influence and se-
cure the position of their institution among a competitive landscape. In the 
context of mushrooming international organizations, CEPAL lacked the 
long history of the OAS, heir to the century-long Pan-American Union, or 
the financial clout of the World Bank and the IMF. Despite or because of 
those shortcomings, cepalinos attempted to position their institution as the 
agent of large-scale development initiatives with more claws than solely rec-
ommendations. Speaking to the concerns of regional economic policy-
makers, cepalinos conceptualized the “development paradox” in ways that 
policymakers steering exchange-hungry economies identified with. By for-
mulating development planning techniques, cepalinos inserted themselves 
in the bureaucracy of a fast-growing and increasingly powerful Brazil. They 
recruited regional policymakers into their fold and launched a bid for a 
“not-a-Marshall-Plan,” which would have placed CEPAL in a steering role 
in evaluating plans and allocating resources, an ambition they would re-
kindle with the Alliance for Progress. They expanded to set foot in northern 
Latin America through their role in establishing the Central American 
common market project and confronted the divisions between center and 
peripheries at the subregional level that had haunted and would continue 
to haunt global discussions about trade such as those at General Agreement 
on Tariffs and Trade (GATT) and United Nations Conference for Trade and 
Development (UNCTAD). On the road to the Latin American market, they 
attempted to position CEPAL as the clearing agent for a regional payment 
union that would put their organization at the center of an economically 
and politically powerful instrument. They spared no effort to transform 
their institution into more than an advisory body.

Although these initiatives failed to bring cepalinos the clout they imagined, 
they paved the road toward the institution’s regional hegemony in the field 
of economic ideas. The effects were long-lasting. To disseminate their ideas 
and facilitate the adoption of their planning techniques, cepalinos initiated 
training courses that expanded their influence not just at the top but at mid-
level bureaucratic positions. These programs also helped nurture a new 
cohort of cepalinos, especially in Brazil, keeping the cepalino ideas alive 
well beyond the institution’s golden years. A generation of Brazilian econ-
omists who were influential policymakers or researchers in the last decades 
of the century, either as opponents or defenders of cepalino ideas, first 
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encountered economic development theory through the cepalino training 
programs.88 The recruitment of economists from different nationalities, the 
training of civil servants and researchers in Santiago, and the mobilization 
of local agents throughout the region enacted the regional approach that 
the Commission aspired to represent. Furthermore, their internationalist 
agenda, at a time of perceived neglect from the world’s hegemonic center 
toward Latin American development, gained cepalinos the confidence of 
the regional policymaking elite. By facilitating negotiations, leading discus-
sions, and trying to craft a space for CEPAL in the institutional integration 
apparatus, cepalinos positioned themselves as the bearers of a regional 
project.

Beyond these important legacies, the dispute with the IMF about the pay-
ments union had important effects for both institutions. Although it didn’t 
materialize, the cepalino payments union initiative created tensions that en-
tangled the international economic community for years to come. The 
IMF was at the center of that dispute. First, the cepalino initiative forced 
the IMF’s staff to confront its own marginalization in Europe. If they were 
to avoid a similar fate in Latin America, they needed to reinforce their in-
terest in the region. Furthermore, the cepalino attempt to advance onto the 
monetary field, which the IMF considered its exclusive territory, ruffled 
the IMF staff’s feathers. This set up a confrontation between the two insti-
tutions that would soon develop into a head-on ideological conflict when the 
cepalinos developed their “structural approach to inflation.”



Th  r e e

“Structuralism,” “Monetarism,” 
and the Politics of Inflation

After wrestling with conflicting ideas about inflation for over a decade, 
cepalinos were at the center of a controversy that was engulfing Latin 

America and the world beyond by 1963. From regional central bankers and 
ministers to leading academic researchers, cepalino “structuralism” became 
a phenomenon to come to terms with. Harvard, Oxford, and Stuttgart pro-
fessors, to name a few, were compelled to respond to the ideas about the 
“structural” causes of inflation emerging in and rapidly spreading across 
Latin America. New research projects emerged in the Americas, North and 
South, to put cepalino ideas to the test. The “structural approach to infla-
tion” inspired and fueled heated economic policy debates in Argentina, 
Brazil, and Chile, among other countries, breeding new cepalino allies as 
well as new adversaries. Once again, cepalinos were setting the intellectual 
and policy agenda and impelling their opponents to regroup and formu-
late new strategies. As a result, the confrontation between “structuralists” 
and “monetarists” became perhaps the most important economic policy 
controversy of the postwar era in Latin America.

The controversy between “structuralists” and “monetarists” was not just 
about ideas. Certainly, “structuralists” and “monetarists” had different di-
agnoses of the causes of inflation in Latin America, especially in the 
Southern Cone, that had hardened over the years. Whereas “structuralists” 
advanced a “structural approach to inflation” that identified the global in-
equalities in the terms of trade and the unequal land tenure structure as 
the causes of inflation, the International Monetary Fund (IMF) and the 
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“monetarists” explained inflation as a result of excessive monetary expan-
sion and fiscal and exchange mismanagement. Whereas “monetarists” priv-
ileged low inflation and monetary stability as prerequisites for economic 
development, “structuralists” saw monetary instability as a consequence 
of economic development. But the controversy also pitted two international 
organizations competing for influence in the region: the Economic Com-
mission for Latin America (CEPAL) and the IMF. Amid this rivalry, it was 
not cepalinos who were losing the battle of ideas; in turn, it was the IMF 
staff who increasingly found themselves on the defensive.

Through the conflict between “structuralism” and “monetarism,” CEPAL 
and the IMF came to have what economist Albert Hirschman called “in-
stitutional personalities.”1 Yet cepalinos were not always “structuralists” 
and perhaps the IMF staff were not always or not all “monetarists.” As 
inflation came to occupy center stage in economic policy debates in the mid-
1950s, cepalinos embarked on a search for the origins of inflation in Chile. 
Personal divisions, clashing political visions among cepalinos, and con-
flicting choices shaped the formulation of the “structural approach to in-
flation.” As cepalinos moved between Chile and Brazil, the “structural 
approach to inflation” acquired new meaning. In contrast to Chile’s slow 
growth and rapid inflation, Brazil was experiencing rapid growth and rapid 
inflation. Whereas concerns with income redistribution and the social costs 
of stabilization drove the Chilean debate and shaped the “structural ap-
proach to inflation,” in Brazil “structuralism” revolved around denouncing 
the potential trade-offs between monetary stability and economic growth 
in Brazil. As the inflation debate migrated to Brazil, the “structural ap-
proach to inflation” turned cepalinos into “structuralists,” the radical 
alternative to “monetarists.” The ideas and “personalities” of the two in-
stitutions arose in tandem as the rise of the cepalinos’ “structuralism” led 
to the denunciation and emergence of “monetarism.”

Toward the Cepalino or “Structural”  
Approach to Inflation

In October 1949, breaking with a long tradition of “tolerance to inflation,” 
the Chilean government invited the United Nations to “provide policy ad-
vice on how to harmonize economic development with monetary stability.”2 
The Chilean ministers of Economy and Finance, worried that the UN 
mission would take too long to support an urgently needed stabilization, 
requested an IMF mission on credit policy as well. Given worldwide infla-
tion in the war and early postwar years, domestic inflation did not seem a 
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particularly significant problem for the Radical Party governments of the 
era. Throughout the period, inflation had been constantly increasing at an 
average of 20 percent, but there was no sense of threat to economic devel-
opment or social peace. New industries emerged as a result of wartime 
shortages, and a degree of income redistribution was achieved by keeping 
cost-of-living increases at bay through price controls, subsidies, and wage 
readjustments in excess of costs for the working and middle classes, key 
constituencies of the Radicals. However, as inflation accelerated and highly 
disruptive strikes met with increased government repression, the prevailing 
notions of the compatibility of inflation, development, and welfarism began 
to falter. President Gabriel González Videla turned to the UN and the IMF 
for assistance.3 In the context of the IMF and UN missions, cepalinos pre-
sented their initial observations about Chilean inflation.	

The cepalino diagnosis of the Chilean inflation coincided with that of 
the IMF and echoed the prevailing ideas about inflation in the field. The 
IMF mission highlighted the wage-price spiral—the self-perpetuating cycles 
of wage increases leading to price increases—as the main explanation of Chile’s 
inflationary trend.4 For the IMF staff, the Chilean inflation was a typical 
case of a rise in wages transferred to consumers through higher prices and 
leading to further wage increases in a repetitive cycle. In turn, in his Ha-
vana speech on center and peripheries, Raúl Prebisch expressed a serious 
concern about the tolerance to inflation of monetary authorities in the re-
gion and questioned the alleged positive effects of inflation on economic 
development. Rather than stimulating investment and thus development, 
inflation fostered luxury consumption and speculation, a diagnosis that he 
and the IMF staff would reaffirm years later.5 For cepalinos, the Chilean 
case was an uncontroversial example of a cost-driven inflation. Driven by 
the justifiable and commendable attempt to increase the standard of living 
of masses, nominal salary increases tended to go beyond rises in produc-
tivity or what could be absorbed by profits, leading to demand for credit 
and in turn to monetary expansion. Those members of society that, unlike 
white- and blue-collar workers, were not politically organized to defend 
their position with recurrent income readjustments bore the cost of the price 
increases, Raúl Prebisch explained. Within that framework, inflation 
became the mechanism by which one group transmitted the burden of the 
increase in prices to other parts of the collectivity through a long chain of 
wage and price increases, or a wage-price spiral6 (figure 3.1). As a result, 
Chile had “not been able to escape the spiral of prices and wages that for 
years now has characterized its inflationary process,” and thus cepalinos 
could do nothing but “confirm the widespread view that a cost-driven in-
flation was the best description of the phenomenon.”7 Both the IMF staff 
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and cepalinos reaffirmed the mainstream Keynesian explanation for the 
Chilean war and postwar inflation.

As inflation reached unprecedented levels and social tensions in Santiago 
escalated, some cepalinos began to question their initial cost-driven ap-
proach. The workers and middle class’s disenchantment with the Radicals 
and the political establishment more broadly brought about the triumph 
of General Carlos Ibáñez in 1952.8 Running on a populist platform, the 
former dictator, who had been in power during the Great Depression, prom-
ised to fight corruption and inflation. His military trajectory, his appeal to 
workers, and his distance from the traditional political establishment re-
minded many of the powerful Juan Domingo Perón across the Andes.9 Yet, 

Figure 3.1  The image depicts Chilean Jorge Alessandri, minister of the economy 
in 1949, in his underwear encased in a block of ice with his legs protruding. One 
of his legs is labeled “prices” (“precios”), and the other is labeled “wages” (“sala-
ries”). Reflecting prevailing ideas about how to combat inflation, the minister says, 
“If you don’t allow me to freeze both legs at the same time, I am going to be sacri-
ficed as a lamb.” ​ (Revista Topaze, August 26, 1949. Colección Biblioteca Nacional de Chile, 
available in Memoria Chilena.)



	 “Structuralism” and the Politics of Inflation� 77

instead of bringing down inflation, stimulating industrial growth, and al-
leviating social tensions, the Ibáñez government saw the acceleration of in-
flation up to 50 percent by 1955, the loss of momentum of the industrial 
sector, and head-on confrontation with labor. His initial support for the 
establishment of the Central Unica de Trabajadores (CUT)—an umbrella 
organization of white- and blue-collar workers, of Marxist and non-Marxist 
unions—turned into hostility with the imprisonment of its leader and the 
government opposition to the CUT’s first general strike in February 1953.10 
In September 1954 a lengthy strike in the copper mines led to a prolonged 
state of siege, and the numerous demonstrations made the army a common 
presence in Santiago.11 The tensions with labor and the inability to tame 
inflation gradually shifted Ibáñez’s populist coalition to the right, leading 
cepalinos to reassess their position on the origins of inflation.

The tension between Prebisch and the younger members of the collec-
tive broke the consensus that had brought cepalinos together. For Brazilian 
economist Celso Furtado the cost-driven interpretation was not only con-
ceptually flawed but also politically disturbing. For Furtado, the wage-price 
spiral was a superficial phenomenon and thus did not provide an adequate 
explanation of the origins of inflation. “We all know,” he added, “that en-
trepreneurs only accept an increase in their [wage] cost if they expect de-
mand to expand.”12 Most importantly, Furtado believed that the cost-driven 
approach was a deviation from cepalino founding tenets and therefore also 
conceptually flawed. The cost-inflation approach had no consideration for 
what cepalinos had repeatedly insisted on: that the position of Latin Amer
ica in the periphery of global economy restricted economic development 
by generating the development paradox discussed in Chapter  2.13 For 
Furtado, the corollary of that cepalino claim was that the position of Latin 
America in the world—and the external payments problems it generated—​
was at the root of the inflationary tendencies in the region as well. For 
Furtado, inflation was the result of the process of economic development 
of the periphery itself: development increased demand for imported goods 
such as capital and replacement parts that outpaced the growth of the 
dwindling export proceeds resulting from falling terms of trade, leaving the 
region with a big monetary gap and mismatch between supply and demand 
that caused inflation. Furtado insisted that inflation was not the cause but 
the consequence of the external disequilibrium and was therefore not a mon-
etary phenomenon as the IMF staff and Prebisch had originally advanced.14 
With the cost-driven explanation, cepalinos not only had downplayed 
the effect of what was their most important contribution to development 
thinking but also had renounced to a crucial and innovative insight that 
Furtado hoped to rescue.



78	Th e World That Latin America Created�

Most important for Furtado, the cost-driven approach was also politi
cally disturbing. For him, the cost-driven perspective implied that workers 
and unions were held responsible for the inflation problem. Furtado firmly 
opposed Prebisch’s attempt to identify labor, “the most aggressive group 
in the fight for income redistribution” and “blame[d] it for inflation.” That 
the “phrase cost-inflation is starting to spread as a slogan of the conserva-
tive classes” should serve as a warning sign for cepalinos, Furtado claimed.15 
The prevailing cepalino view on inflation not only disregarded some of their 
most fundamental assumptions about Latin America’s economic develop-
ment trajectory but also appeared to threaten the bold and progressive 
project they aspired to represent.

As alternatives to Prebisch’s cost-driven approach, cepalinos entertained 
other approaches that redressed some of Furtado’s critiques. Even before 
joining cepalinos in 1953, Aníbal Pinto Santa Cruz, member of one of 
Chile’s most traditional families and part of a political and intellectual lin-
eage of liberal ex-presidents, had insisted on conceptualizing the Chilean 
inflation as a “social battle,” providing a sociological approach that dis-
tanced itself from Prebisch’s economic explanation. After obtaining a de-
gree in law at the University of Chile and studying public finances at the 
London School of Economics (LSE), Pinto coordinated several journalistic 
enterprises, among which the most successful was perhaps the nonacademic 
magazine Panorama Económico. The magazine was a staple within the po
litical, economic, and intellectual elite as well as within sectors of the left, 
eventually becoming a vehicle for the circulation of cepalino ideas.16 From 
the editorial pages of the magazine and in numerous articles, Pinto claimed 
that the prevailing inflationary circumstances of strikes and repression, 
wage freezes and price readjustments, were “analogous to a daily, small 
war between existing social groups to avoid not losing or to win positions 
in a protracted and tense battle.”17 Rather than an isolated problem of price 
stability or monetary and fiscal policy, for Pinto, the problem of inflation 
had a social and political character that any attempts to curb inflation had 
to acknowledge.18 Like Furtado later on, Pinto conceptualized inflationary 
episodes as processes of income redistribution.

Driven by a concern with social conflict over income, Pinto and other 
cepalinos began to place increasing attention on the power of labor in in-
flationary episodes. Unions had been a strong force in Chile’s political land-
scape, especially in the foreign-owned mining industries such as nitrates 
and copper, since the early twentieth century.19 But with the emergence in 
1953 of the CUT, labor gained a more visible role. As the struggle for re
distribution unfolded, “a relatively new element in Latin America had 
emerged,” Pinto claimed. While entrepreneurs and the state had long used 
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inflation as an instrument for appropriating a larger share of national in-
come, according to Pinto “white- and blue-collar workers organized in 
unions” were only recently fighting for their share. Although Pinto and 
other cepalinos defended Furtado’s position, they also raised a word of cau-
tion. For the monetary and fiscal instruments to have the desired restric-
tive effect, the Chilean society had to come to terms with what cepalinos 
called the “unions’ instrument.” Without eliminating the pressure from the 
sector [of white- and blue-collar workers] it won’t be possible to contain 
the [inflationary] spiral,” cepalinos claimed. 20 If inflation was a form of 
social conflict, solving the problem required shared sacrifices and some form 
of social pact.

The prominence given to unions and labor was a double-edged sword in 
the spirited discussion about inflation in Chile and in Latin America. As 
inflation escalated, Pinto explained, it became harder to see if income was 
chasing prices or prices were chasing costs. The CUT “gave a significant 
step,” Pinto explained, “by acknowledging that they could not continue to 
fight for mere nominal wage increments.” But the CUT as well as “many 
leftist political platforms” failed to understand the “character of the cur-
rent inflationary process,” he added emphatically. Their “attempt to redis-
tribute income without inflationary consequences was praiseworthy but 
illusory,” Pinto claimed.21 Wage readjustments could not simply be trans-
ferred to the foreign corporations or capitalists as some of them claimed, 
he added. The sheer size of the wage increases dwarfed the possibilities of 
squeezing them out profits. Thus, Pinto categorically questioned the beliefs 
of “demagogues who cannot even fool those who they are trying to favor.”22 
In the face of unrelenting inflation, cepalinos began to fear they were also 
feeding agitators, opportunists, and other unwanted forces on the left.

By mid-1955, fearing to give ammunition to demagogues or to embolden 
conservatives, Pinto and cepalinos were trapped in a conundrum. With the 
cost approach to inflation, Prebisch put labor and the containment of wages 
in the crux of the struggle against inflation, aligning cepalinos with conser-
vatives. By characterizing inflation as a social battle, Pinto defended labor’s 
claims for redistribution in a response to what Furtado and others believed 
was the conservative cost-driven inflation approach. However, by defending 
labor’s claims, Pinto had unintentionally downplayed the importance of the 
containment of the wage-price spiral, feeding the opposition to anti-inflation 
measures of demagogues and other forces of the left. Neither the right’s 
strategy of containing wages nor the left’s strategy of continuous above-
inflation readjustments was in itself enough to stop what was considered a 
violent pressure of the wage-price spiral. The conundrum would be resolved 
after the experience of two highly controversial stabilization plans.
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The first of those stabilization plans was launched in Chile in mid-1955, 
when a sense of chaos prevailed in the Chilean capital. Three finance min-
isters lost their position that year. The hostility between the government 
and congress increased.23 With rising social tensions and inflation reaching 
an almost 100 percent annual rate, President Ibáñez, whose government 
coalition had turned firmly to the right, hired Klein & Saks, a Washington 
consulting firm with strong ties to bankers in Wall Street, to begin a defini-
tive attack against inflation.24 For cepalino economists, the decision of the 
Ibáñez government to consult North American advisors was almost in-
sulting. “Not even in countries in a more incipient economic, social, or 
cultural evolution” than Chile, “are these missions justified,” Aníbal Pinto 
claimed. The “national economic problems are inseparable from other 
social, political, and historical phenomena,” and are thus, “beyond the pur-
view of foreign experts,” he explained.25 Because Chile had “perhaps the 
best technical resources to deal with economic and financial problems,” 
economists at CEPAL “were appalled” by the decision, Furtado recalled.26

The Klein & Saks stabilization plan laid bare a harsh reality. Even at 
home, cepalinos had little policy influence when it came to inflation and 
domestic monetary policy. The previous year President Ibáñez had asked 
Eduardo Frei, Christian Democrat senator and firm cepalino ally, to for-
mulate a plan to combat inflation. In turn, Frei rallied the support of a 
group of economists, among which was cepalino Pinto himself. In Pinto’s 
words, that plan was “put back on the shelf” shortly after being written. 
Instead, the Chilean government hired a foreign firm that proposed limits 
to credit expansion, elimination of subsidies and price controls, and a re-
duction in the wage readjustments, a set of policy recommendations that 
would become increasingly identified with “monetarism” and the IMF but 
some of which Pinto had himself recommended. So Pinto and cepalinos re-
alized they had not been outmaneuvered by “high-caliber and responsible 
technical expertise.”27 In combination with more long-term fiscal and so-
cial reforms, Pinto had included in his “shelved” plan some of the short-
term monetary measures proposed by the Klein & Saks mission. Rather, 
though cepalinos like Pinto and Furtado had insisted on moving beyond 
monetary explanations and monetary instruments, they had not presented 
commanding perspectives on the problem that rallied political support. 
That was about to change.

If cepalinos had been temporarily sidelined in Chile, one of them came 
to occupy a frontline policy position in Argentina that many at CEPAL 
found intolerable. A month after the arrival of the Klein & Saks mission in 
Chile, Prebisch accepted the invitation of General Eduardo Lonardi—who 
had taken over the government after the military violently ousted from 
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power Argentine President and General Juan Domingo Perón—to formu-
late and implement a stabilization plan. Despite Peronism’s initial success 
in terms of growth and redistribution, Argentina ended up with severe eco-
nomic problems by the fall of Perón: substantial fiscal deficit, inflation, 
and the loss of crucial external reserves for the exchange-hungry econo-
mies of the periphery.28 In the words of Prebisch, Perón left Argentina in a 
“crisis of production,” with industries stimulated only artificially and with 
a ramping inflation. Though eager to return to his native Argentina, Prebisch 
was also hesitant about collaborating with a military again. After partici-
pating in the unconstitutional government of General Pedro Aramburu in the 
wake of the Great Depression, he vowed not to repeat that story.29

But, whereas Furtado feared conservatives, Prebisch abhorred dema-
gogues. For Prebisch, returning to Argentina and overcoming the Peronist 
era was both a personal and a political necessity. With the ascent of Perón 
to power in 1943, Prebisch had been ousted from the management of the 
Central Bank and from his professorship at the Universidad de Buenos 
Aires and was thus effectively sidelined from Argentine political life.30 
General Lonardi and his Revolución Libertadora promised Prebisch an 
opportunity to redeem himself. For Prebisch, the social gains provided by 
Peronist policies were transitory and artificial and had detrimental effects 
on economic growth. Not only had Peronism neglected the agricultural 
sector, the main source of foreign exchange, and postponed the creation of 
basic industries hindering development but it also had created conditions 
that fostered inflation.31 Increasing wages by “stretching the number of 
hours it took workers to repair train engines . . . ​could hardly be called a 
social victory” for the masses, Prebisch claimed.32 That redistribution 
was the product of artifice rather than social and economic transforma-
tion. For Prebisch, the social pact between Perón and the industrial workers, 
based on subsidies for urban consumers to the detriment of rural pro-
ducers and exporters, slowed both industrial and agricultural growth and 
the long-term improvement of standard of living of the working classes. 
The Revolución Libertadora also offered Prebisch the opportunity to roll 
back the monetary “permissiveness” that characterized the Perón adminis-
tration while rescuing Argentina from stagnation.33 The decision would 
undermine Prebisch’s position.

Prebisch’s plan alienated cepalinos. His plan for the economic recovery 
of Argentina began “with the establishment of sound money.” “No country 
has escaped from inflation without sacrifices,” Prebisch added.34 Abolition 
of price controls, devaluation of the peso, public deficit reduction, and con-
trolled wage increases were among the key proposals of a plan that raised 
the opposition of unions and Peronist supporters.35 In Santiago, cepalinos 
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condemned Prebisch’s analysis for the absence of the constraints imposed 
by Argentina’s insertion in global capitalism, a fundamental cepalino tenet. 
They also bemoaned the excessive focus on monetary instruments to ad-
dress the inflationary crisis. Prebisch’s disregard for the notion of social 
conflict as an approach to inflation being cultivated in Santiago nurtured 
resentment.

More than his ideas, cepalinos condemned Prebisch’s political choices. 
Furtado and cepalinos shared his condemnation of the “improvisation and 
amateurism” of the Peronist government but expected Prebisch to equally 
reprove the traditional oligarchy.36 Unlike the “great heretic” of the initial 
CEPAL years, Prebisch seemed then to be more aligned with the “local or-
thodoxy,” his peers in Santiago feared. His trip to Venezuela and the Marcos 
Pérez Jimenez dictatorship pushed cepalinos even further from his admired 
leader. Meanwhile, Prebisch and his plan quickly became the object of vis-
ceral attacks in Argentina. Recalling his participation in the Roca-Runciman 
pact that gave Britain privilege in the Argentine market in the aftermath of 
the Depression, critics saw his attempt to secure Argentina’s membership 
to the IMF and get resources to contain inflation as another of his subservient 
strategies. Recalling his collaboration with the Sociedad Rural Argentina, 
acid critics interpreted his proposals to revitalize the agricultural sector as a 
defense of traditional landed elites and an attack on the working class.37 
As the political situation in Argentina deteriorated and the government be-
came more violent and repressive, Prebisch aborted his mission and carried 
a failed monetary stabilization and development plan over his shoulders. 
Condemned as agent of imperialism and a steward of traditional landed 
elites in Argentina, Prebisch found himself definitively alienated from Argen-
tina and with his moral and intellectual leadership contested in Santiago.38

Consolidation of the Cepalino  
Approach to Inflation

After the Argentine fiasco, Prebisch temporarily lost the intellectual and 
moral authority at CEPAL, and cepalinos took a new and unfamiliar road. 
Wavering between two evils, cepalinos had feared giving demagogues 
proinflation ammunition or anti-labor, pro-austerity arguments to reac-
tionaries, both of which could have undesired effects over development. 
But Prebisch’s proximity to military, authoritarian regimes that increas-
ingly adopted stern monetary policies with devastating social effects more 
than the failure of soon-to-be “monetarist” stabilization plans gave ce­
palinos the opportunity to challenge their leader and reorient the course of 
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their project while surpassing the conceptual and political limits of the 
existing approach.

After a long hiatus in the conceptual debate about the origins of infla-
tion, in 1958 Chilean economist Osvaldo Sunkel produced a new synthesis. 
To do so, he recovered Mexican Juan Noyola’s 1955 manuscript on inflation, 
buried in the stacks during the debacle of anti-inflation plans. Educated at 
the Universidad de Chile and the LSE, Sunkel took the lead in systematizing 
the intuitions behind Noyola’s ideas that “inflation was a structural phenom-
enon” and that the “underlying causes of inflation” were the structural 
problems associated with economic development and Latin America’s po-
sition in the periphery of the global economy.39 Trained at the Universidad 
Nacional Autónoma de México (UNAM), Noyola had joined CEPAL in 
Santiago in 1950, after having worked at the research division of the IMF 
and the Ministry of the Treasury in Mexico. Before deserting cepalinos for 
a space in revolutionary Cuba a few years later as discussed in the following 
chapter, Noyola made a crucial contribution.

In conversation with Furtado and reacting to what they saw as Prebisch’s 
conservative leaning and called his “monetarist” orientation, Noyola pro-
duced a new interpretation, later known as the “structuralist” approach.40 
Introduced in August 1955, just before the Klein & Saks mission arrived 
in Santiago, Noyola formulated a conceptual framework to understand the 
Chilean inflation based on the separation between “basic inflationary pres-
sures,” or the causes of inflation, and the “propagating mechanisms,” or 
the means that reproduce and accelerate inflation.41 Noyola identified two 
basic inflationary pressures or “structural” causes of inflation: the global 
economy, or the instability and long-term decline of the prices of the 
periphery’s export prices, and the agricultural sector, with its low and inef-
ficient supply of goods that increased the cost of living. Both of these 
“pressures” created inflation as less income (from exports) and less supply 
(from agriculture) met with higher development-driven demand for im-
ported industrial goods and population growth-driven demand for food, 
pushing prices up.

The relation between center and periphery, what cepalinos had identi-
fied as the main characteristic of Latin America and the main “obstacle to 
development,” was now conceptualized as one of the “structural determi-
nants of inflation.” Thus, Noyola reintroduced the problem of Chile’s place 
within global capitalism into the analysis of inflation, which cepalinos criti-
cized Prebisch for failing to do in Argentina.42 In this framework, the 
battle over redistribution of income visible through the wage-price spiral 
was characterized as a “propagating mechanism” rather than a cause of 
inflation as in cepalinos’ initial diagnosis. In the whirlwind of rampant 
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inflation, stabilization plans, and the maneuvers of the generals in both Chile 
and Argentina, Noyola’s text was initially lost and only was gradually reworked 
and elaborated in the coming years, culminating in Sunkel’s synthesis.43

Noyola’s approach to inflation was a radical critique on Prebisch and 
thus on CEPAL’s increasingly conservative politics of inflation. Although 
“many endorse the battles against inflation,” Prebisch explained, “there are 
few who actually recognize the severity of the problem.” Some “defend 
anti-inflationary measures as long as their social group does not pay the 
cost”; others agree with “general principles but defend measures with in-
flationary consequences”; and there are yet others who, “despite frustrating 
experiences, extol the virtues of inflation” for growth.44 Instead of finding 
an approach to the problem, Prebisch, concerned about the detrimental 
consequences of inflation, urged cepalinos to focus “on a policy for curbing 
inflation and for stabilizing economies, without injury to incentives for eco-
nomic growth.”45 The insistence of Prebisch on combatting inflation and on 
the imposition of limits to wages, credit, and foreign reserves exasperated 
Noyola.

Noyola’s approach was therefore a stance against what he considered 
Prebisch’s “monetarism,” a term cepalinos first used to describe one of 
their own. Moving away from money and monetary factors, Noyola de-
clared with satisfaction, “I have shown that one can analyze inflation 
without mentioning ‘means of payment’ or ‘means of circulation’ and other 
twaddle that still circulates at CEPAL.” Echoing Furtado, he reiterated that 
inflation was a not a monetary phenomenon but the result of disequilibria 
generated by the process of economic development itself. There were two 
“structural causes”: the stagnation of agriculture driven by the push for 
industrialization and by the privileges of the landed elite as well as the fi-
nancial vulnerability that stemmed from the position of underdeveloped 
countries in the global economy.46 Prebisch reacted strongly against Noyola 
and “thought he could avoid [the] publication” of his seminal manuscript.47 
Although later Noyola claimed triumphantly that Prebisch had “accepted—
at last!—that to analyze inflation it [was] not necessary to use monetary 
figures,” Prebisch, as was apparent from the Argentina experiment, was 
not convinced. Nonetheless, after Prebisch lost moral and intellectual au-
thority, it was Noyola’s proposition that became the cepalino approach to 
inflation.

Sunkel perceived in Noyola’s seminal text a masterful synthesis and made 
it the cornerstone of the cepalino approach. In the back and forth between 
Pinto and Prebisch, Prebisch and Furtado, Furtado and Noyola, and Noyola 
and Sunkel, the cepalino, or “structural approach to inflation,” took shape. 
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To begin with, Noyola had been able to respond to Furtado’s call for an 
analysis of the domestic aspects of inflation without losing the grip on the 
global aspects that had come to characterize cepalino tenets about devel-
opment. Mobilizing the concept of center and periphery, cepalinos now in-
sisted that the system of international trade posed limits not only to eco-
nomic development but also to monetary stability. The growing demand 
for imports generated by development combined with the long-term dete-
rioration of the terms of trade generated recurrent balance of payments 
crises in Latin American economies that in turn generated inflation. In ad-
dition, the confrontation over the need to surpass an exclusively monetary 
approach could be resolved through the combination of structural factors 
and propagating mechanisms. The cepalino approach to inflation did not 
“endorse a short-term exclusively, monetary approach,” nor one based on 
“excess demand,” Sunkel claimed. Instead, it gave monetary aspects their 
appropriate space and relevance.48 However, something was lost in the syn-
thesis. Pinto’s conceptualization of inflation as a battle over income re
distribution was a casualty of the synthesis. The more sociological approach 
was not incorporated into the cepalino “structuralism,” although it would 
re-emerge in a different version in the pen of Furtado and his Brazilian-vent 
“structuralism.” By systematizing what he called an “eclectic” approach, 
Sunkel had found a way to reconcile the positions of Prebisch and Noyola 
and with his Solomonic compromise paved the way for cepalinos to claim 
a more radical position in the battle of ideas in Latin America.

Reconfigurations into “Structuralists”  
and “Monetarists”

Within a few years, the “structural approach to inflation,” the compromise 
that emerged to resolve divisions between cepalinos in Chile, gave rise to a 
more polemical and extremist “structuralism” in Brazil. In Chile the de-
bate that gave rise to the “structural” or cepalino approach to inflation was 
driven by concerns with the social struggle over income redistribution in 
inflationary episodes and the social burden of stabilization. In turn, in 
Brazil, the region’s fast-growing economy, the debate revolved around the 
potential trade-off between monetary stability and economic development. 
As it migrated to Brazil, refracted through the lens of Furtado, the “struc-
turalist” approach to inflation began to gain the support of more radical 
allies and lose those on the fence such as development expert Roberto 
Campos, radicalizing the cepalino intellectual project. It was in this context 
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that “monetarism,” a term that would become pervasive in the US academic 
and policy milieu almost a decade later,49 emerged to designate the alter-
native to progressive cepalino “structuralism.”

The transformation of cepalinos into “structuralists,” radical contenders 
of their conservative “monetarists,” began with Campos’s stabilization 
plan. In mid-1958, President Juscelino Kubitschek, JK, as the president was 
known, summoned one of the authors of his development plan, called Plano 
de Metas, or targets’ plan, to formulate a monetary stabilization program 
to fight inflation. The Plano de Metas, the cornerstone of JK’s goal of 
bringing “50 years of progress in five,” established targets in infrastruc-
ture, transport, energy, and basic industries, relying heavily on public and 
foreign investment as well as on macroeconomic and development plan-
ning. Charismatic but pragmatic, JK created an atmosphere of exuberance 
and optimism. At the center of that atmosphere was the construction of 
the new capital, Brasilia, and the Plano de Metas’ project of accelerated 
industrialization and development. The rapid growth of the steel, petro-
chemical, and especially the automobile industry was the visible symbol of 
that project.50 By the end of JK’s government in 1961, the development plan 
had resulted in an 8 percent average rate of growth, an increase from 20 to 
25 percent in the participation of the industrial sector in the economy, the 
diversification of industry from basic consumption to include intermediary 
and durable goods, the expansion of the motorway network, and the 
meeting and even overcoming of the production goals of fertilizers, steel, 
aluminum, and alkalis.51 Despite the successes of the program, financing 
the massive public investments via the printing press and money emissions 
reached its limits and threatened the fulfillment of the development targets. 
Gains from international trade were declining, fiscal deficits increasing, and 
inflation, though moderate, was accelerating, reaching 24 percent in 1958. 
The task that fell to Campos and his partner, Minister of the Treasury Lucas 
Lopes, was to maintain the development impetus while procuring mon-
etary stability.

Although Campos had been a crucial cepalino ally, cepalinos began to 
represent an obstacle to achieve the goal of monetary stabilization. As a 
member of the Brazilian delegation to the UN in 1948, Campos had sym-
pathized with the goals and supported the creation of CEPAL in Santiago. 
He had invited cepalinos to participate in the Brazilian state’s development 
planning apparatus and had worked together with them in its most impor
tant institution, the Banco Nacional de Desenvolvimento Económico 
(BNDE). Like cepalinos, Campos was convinced that, given the periphery’s 
shortage of foreign exchange, more aid and better trade conditions were 
the road to development.52 Yet Campos was increasingly critical about 
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cepalinos’ ideas with regard to inflation and monetary stability. “Acknowl-
edging the existence of structural or institutional problems,” he claimed, 
“should not excuse the importance of proper monetary administration.”53 
Unintentionally perhaps, cepalinos had cultivated an interpretation of the 
problem of inflation and development that encouraged political leaders and 
policymakers to underestimate the negative effects of inflation, Campos 
suggested.54 For those in charge of stabilization plans, cepalinos turned 
from allies to adversaries.

Furtado’s ideas shaped Campos’s skepticism about cepalinos. Although 
it was Campos who had suggested Furtado as the liaison between CEPAL 
and BNDE a few years earlier, the two had parted ways. In his analysis of 
the postwar Brazilian experience, Furtado suggested that inflation redistrib-
uted income from the exporters of primary products to the importers of 
capital goods, which in turn generated investments in the industrial sector 
and overall economic development.55 “Attributing the important magni-
tude of capital formation that occurred between 1948 and 1952 in Brazil 
to inflation,” Furtado claimed, “would be a crude oversimplification.” Yet, 
in certain cases, he claimed, “inflation cannot simply be a consequence but 
the cause of development.”56 The words of Furtado may have seemed in-
flammatory, especially for Campos, in charge of reconciling the control of 
inflation with the acceleration of economic development.

Whereas Furtado’s ideas resonated in the environment of confidence and 
exuberance that characterized JK’s early years, Campos’s views seemed to 
be out of tune.57 “Since the accelerated development of Brazil in the last 
fifteen years coincided with acute inflation,” JK explained, many came to 
believe “that inflation was inherent and even necessary for development.” 
Dispelling those myths but mostly just paying lip service to his advisors, 
Campos and Lopes, JK clarified that Brazilian development had occurred 
“despite not because of inflation.”58 Since the formulation of the Plano de 
Metas, Campos had questioned inflation’s positive effects on development. 
“Only exceptionally and in very short periods of time, can inflation have a 
positive contribution to development,” Campos argued. Furthermore, for 
inflation to translate in development, it would take rarely found altruistic 
and socially minded entrepreneurs that transferred prices increases “in in-
vestments of high social priority,” Campos added, challenging Furtado’s 
ideas.59 By the end of JK’s third year in government, Campos had a chance 
to turn the tables.

With his plan, Campos was determined to debunk the myth that “com-
bating inflation was going to make Brazil stop.”60 Campos and Lopes, his 
BNDE colleague and now minister of the treasury, introduced the Plano 
de Estabilização Monetaria (PEM) in December 1958. Their plan was an 
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expression of the classic quantity theory of money that emphasized the gap 
between the money supply and the national product as the source of 
inflation. In so doing, Campos reaffirmed a notion about the origins of 
inflation that cepalinos were categorically moving away from. None-
theless, Campos was not just into combatting inflation. He and Lopes 
proposed a plan that expected to reconcile economic development with 
monetary stability. To do so, the plan encompassed a gradual implemen-
tation of budget cuts, credit reduction, and wage-increase deferments as 
well as IMF’s short-term credits to minimize the negative impact over 
growth, external payments, and employment.61 Campos expected the IMF 
approval to open the door for an Export-Import Bank loan, whose re-
sources were destined to accelerate development, fulfilling the two prongs 
of the plan.

Campos and Lopes found few domestic allies for their anti-inflation and 
stabilization plan. Campos was skeptical about JK’s own commitment to 
the stabilization program given his “structuralist illusions.”62 Above all, 
JK privileged the fulfillment of the Planos de Metas and especially the 
completion of Brasilia, both of which could be compromised by the stabi-
lization plan if Campos did not secure additional foreign resources.63 
Furthermore, given his electoral intentions and the popular opposition to 
the plan, JK felt even less compelled to defend the program. Both industri-
alists and coffee exporters alike opposed the program.64 Since the critiques 
on the stabilization plan were “based on the old argument that inflation was 
necessary in underdeveloped countries to increase the amount of available 
resources,” Campos would begin to hold cepalinos like Furtado respon-
sible for the imminent collapse of the plan.65

The plan also failed to marshal external support. Despite multiple trips 
of the Brazilian representatives to Washington, Campos and Lopes could 
not convince an inflexible IMF staff to endorse a plan designed to fulfill 
the requirements of the institution. Since the beginning of the decade, 
Edward Bernstein, director of the IMF’s Research Department, had insisted 
that, unlike widespread beliefs, inflation in Brazil was not the product of 
“development at home or price changes abroad,” as cepalinos and their 
allies insisted. Instead, Bernstein argued Brazilian inflation was a typical 
“case of policy failure.” The country had lavishly granted credit without 
having an alternative source of revenue besides traditional export proceeds 
from international trade, disregarding the effects on prices.66 Although 
Campos and Lopes’s stabilization plan addressed head on what Bernstein 
had called a “policy failure” by establishing restrictions to credit, the staff 
in Washington did not endorse the plan because it did not touch the ex-
isting exchange rate policy (figure 3.2). The system of multiple exchange 
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rates, by giving each domestic interest group the level it desired, had been 
a crucial mechanism for the state to reconcile the interests of both exporters 
and importers, landed elites and urban industrialists, while getting fiscal 
revenue from the difference between the various levels. As Campos himself 
recognized, the multiple exchange rate system subsidized coffee exporters and 
importers of capital goods as well as consumers by providing cheaper wheat 
and gas while providing increased government revenue, and thus promoting 
development. However, Per Jacobsson, managing director of the IMF, in-
sisted that dismantling the multiple exchange rate system was necessary to 
receive IMF support. Jacobsson and the IMF argued that the multiple rates 
incentivized consumption of imported goods, driving resources away from 
investment, and in so doing undermined development. Since the abolition 
of the system touched too many vested interests—including key groups like 
coffee exporters and industrialists—and supported the country’s develop-
ment, Campos and Lopes insisted on more political flexibility from the IMF to 
no avail.

Figure 3.2  Edward Bernstein, from the IMF research department, is depicted 
here as a doctor overseeing the treatment of a patient sick with inflation. The other 
two doctors are Jorge Alessandri, Chilean minister of finance, and Alberto Baltra 
Cortez, Chilean minister of the economy in 1949. While Alessandri and Baltra de-
bate which anesthesia mask to use, exchange rate 1 (cambio 1) or exchange rate 2 
(cambio 2), Bernstein comments, “I think it’s better to anesthetize the surgeons!” 
Ten years later in Brazil, Bernstein was still insisting on the elimination of multiple 
exchange rates as one the IMF’s chosen policies to combat inflation. ​ (Revista Topaze, 
December 9, 1949. Colección Biblioteca Nacional de Chile, available in Memoria Chilena.)
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Meanwhile, the reluctance of the IMF to support the plan was interpreted 
as a foreign conspiracy against national development. A rising anti-
Americanism transformed the tone of the debate in the months of nego-
tiations between Brazil and the IMF in 1959. Anti-Americanism in Latin 
America had deep roots in the nineteenth century, given US annexa-
tion of Mexican territory, filibusterism, and saber-rattling in the Caribbean. 
It reached new heights as the marines, the banks, and the spies accompa-
nied the transformation of US policy to Latin America from gunboat to 
“dollar diplomacy” and then to the “Good Neighbor” and Cold War eras, 
culminating in the blatant subversion of Guatemalan democracy in 1954.67 
Quintessentially exemplified by the violent reaction against Vice President 
Richard Nixon’s tour of the region in 1958, anti-Americanism reached a 
new peak in the region and Brazil by the time of Campos’s PEM. At the 
time, Brazilian Vice President João Goulart condemned foreign corpora-
tions for depleting national resources and creating the economic prob
lems that had fostered the need for a severe stabilization plan in the first 
place. There were student demonstrations against Campos, denouncing 
him as a “sellout” for advocating for the partnership of Brazilian and for-
eign firms in the exploitation of oil in Bolivia, leading to an animosity that 
transferred to his negotiation with the IMF. Being referred to as Bob Fields 
in an English word play of his name, Roberto Campos became the object 
of ridicule.68 Government supporters and opponents publicly condemned 
the IMF’s “unrealistic” expectations. The press and members of congress left 
and right, endorsed the prevailing anti-Americanist opposition against the 
Fund.69 Given the deadlock in negotiations in Washington and the public 
reaction in Brazil, JK summoned his team back home and broke relations 
with the IMF.

Although Campos begrudged the dogmatism and inflexibility of the 
IMF staff, the episode resulted in his break with CEPAL, not the IMF. 
First, cepalino ideas had transformed into arguments against stabiliza-
tion, becoming powerful political instruments in an increasingly polarized 
Brazil and contributing to the failure of his plan. Mobilizing some of the 
language and arguments contained in the “structural approach,” disparate 
political forces had rallied together in what became “the option for growth” 
against the PEM and the IMF.70 If the IMF represented imperialist at-
tempts privileging stability over development, cepalinos represented the 
Latin American option for development, creating what for Campos was 
a false dilemma.

Second, cepalinos themselves were directly involved in the break with 
the IMF. Cepalino Furtado, among other advisers and government offi-
cials, approved JK’s decision to break relations with the IMF. Like Campos, 



	 “Structuralism” and the Politics of Inflation� 91

Furtado was convinced of the importance of aid to resolve the development 
paradox and condemned the rigidity of the IMF and the lack of acknowl-
edgement of national political constraints. However, for Campos, Furtado’s 
behavior was dogmatic and inflammatory. Furtado justified his decision 
not just on the grounds of “political inflexibility” or “simplicity of the 
monetary policy.” For Furtado, breaking up with the IMF was necessary 
to “give the institution a lesson” and show them Brazil was no “second-
class” country.71 Furtado believed the rupture to be a “denunciation of the 
Fund’s incapacity to fulfill its statutory function to support economies under-
going external pressures.”72 In his defense of a rupture with the IMF, Furtado 
had taken a political stance that alienated Campos. Although both Campos 
and Furtado shared many misgivings with the IMF, Campos blamed ce­
palinos for the failure of his plan.73 For Campos, Furtado had crossed the 
line, siding with the agitators that had condemned him as an agent of 
imperialism and that became an increasingly polarizing force in the fol-
lowing years. As Campos’s stabilization plan collapsed, cepalinos turned 
from allies to rivals.

After the stabilization plan fiasco, Campos became a fervent cepalino 
critic. Against cepalino claims that it was Latin America’s position in the 
periphery of the global economy that generated obstacles for monetary 
stability, Campos emphasized the importance of domestic policies. In most 
cases, the rigidities of supply that cepalinos adduced as “structural” were 
actually induced by bad policy. Even more so, “only a fertile imagination 
would attribute a causal role” to bottlenecks in Argentina, when it was clear 
that “they were the result of Peronist policies.”74 He also criticized cepalinos 
for their fixation with Chile and their generalization of its experience to the 
rest of the region, leading them to erroneously emphasize the stagnation 
of agriculture as a cause of inflation. Bottlenecks were relevant for Chile 
but less so for Mexico or Venezuela, he explained. Furthermore, he called 
into question the cepalino assumption that inflation differed in developed 
and less developed countries and thus designated the “structural approach to 
inflation” as an “exercise in ‘unnecessary’ originality.”75 Campos’s rupture 
with cepalinos symbolizes the end of an amorphous consensus about eco-
nomic development that cepalinos came to represent and the crystallization 
of existing differences into two opposing camps.

After the collapse of the stabilization plan and his personal break with 
cepalinos, Campos coined the categories that defined the political economy 
debate of the era. “In Latin American countries facing acute inflation,” 
Campos claimed, “there is a sharp theoretical and policy clash between—for 
lack of better terms—the monetarists and the structuralists.” Campos 
struggled to define the terms of the debate. The most proximate way of 
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identification was institutional. The views of the “monetarists” were close 
to those imputed to the IMF, while the “‘structuralists’ claim to have sup-
port on the Economic Commission for Latin America (CEPAL),” he ex-
plained. In the words of Campos, the “structuralists” argue that “inflation 
is a natural accompaniment for growth,” as the latter involves limits im-
posed by external trade and by rigid economic structures.76 The “mone-
tarists,” on the other hand, emphasize the incompatibility of inflation and 
development while attributing those obstacles and rigidities to induced, 
policy distortions. The cepalino and the IMF approaches were now defined 
in relation to each other. The term “monetarism,” from then on increas-
ingly used as shorthand for a new liberal project in ascent, emerged in re-
lation to Latin American “structuralism.”

The divergence was, however, exaggerated. “The two contending views 
are less different than they seem,” Campos quickly asserted. On the one 
hand, “several monetarists dissent from the IMF in many respects,” he 
claimed, perhaps referring to more extreme versions developing around the 
Chicago school. Although Campos resented the IMF’s decision not to sup-
port his and Lopes’s gradualist approach against inflation in Brazil, he in-
creasingly aligned himself with the IMF. On the other hand, official CEPAL 
statements “do not show the skepticism towards monetary and fiscal poli-
cies implied in the ‘structuralist’ view.”77 Recalling earlier affinities with 
Prebisch and other cepalinos who defended anti-inflation plans and warned 
against the dangers of demagoguery, Campos questioned the existence of 
an inflation-bias at CEPAL. Campos’s caveats and nuances point to what 
is perhaps an understated convergence. Despite the caveats, the categories 
hardened and the rift widened.

The terms “structuralism” and “monetarism” suggest the existence of 
what Albert Hirschman called institutional “personalities” that in many 
ways defy the story of these institutions.78 During the 1950s, cepalinos be-
came “structuralists” over a serious of internal conflicts and misencoun-
ters with political allies and opponents in Chile, Argentina, and Brazil. In 
fact, initially cepalinos used the adjective “monetarist” to describe the po-
sition of one of their own. As shown in previous chapters, the relation be-
tween the staff of these two institutions was initially more fluid than the 
rigid labels of “structuralism” and “monetarism” indicated. During the 
Bretton Woods conference, Prebisch and future cepalino allies were com-
pelled by the possibility of global countercyclical credit policy under the 
aegis of the IMF, particularly important for exchange-hungry economies 
in the periphery.79 Before they were “structuralists,” cepalinos and many 
of the leading economists of Latin America were attracted to the IMF as 
an institution. Prebisch was offered and accepted a senior position in the 
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IMF and initially rejected the directorship at CEPAL. Before joining the in-
stitution, founding cepalinos such as Jorge Ahumada and Juan Noyola 
both worked for the IMF and remembered their work fondly.80 The main 
IMF liaison and later head of its Western Hemisphere Department was the 
Chilean Jorge del Canto, who gave ample support to CEPAL in its very 
early years. Many of the IMF staff in the early years were Latin Americans 
who belonged to the same circles as cepalinos. Some months before the ar-
rival of the Klein & Saks mission, Pinto condemned the “anti-Yankee pro-
paganda” surrounding an IMF mission and clarified that they were 
“carrying out a plan designed by the Chilean government” and not acting 
as “evil agents of Wall Street.”81 Yet, by the late 1950s, the institutions and 
the political landscape in Latin America were radically different.

With “monetarism” and “structuralism,” Campos not only captured in-
tellectual differences with regard to the relation between monetary sta-
bility and development. For many ambiguous cepalino allies like Campos, 
cepalinos had helped transform a fertile economic debate into an inflam-
matory polemic. But Campos’s own categories propelled that simplification 
as well and gave the categories of “structuralism” and “monetarism” new 
meaning. He positioned CEPAL in an adversarial stance against an inter-
national organization that had increasingly come to be regarded as an in-
strument of US intervention and imperialism. Despite describing only one 
of the contending sides in the intellectual and policy disputes of the day, 
the term “structuralism” came to represent Latin American thought on de-
velopment, while “monetarism” came to represent the foreign new liberal 
project in ascent. Inadvertently and perhaps even unwillingly, Campos’s 
terms propelled the radicalization of the political economy debate as an 
ideological contest between local and foreign expertise and between stabi-
lization and development.

Reverberations

The entwined categories of “structuralism” and “monetarism,” emerging 
from bitter disputes among cepalinos about Chile and disencounters be-
tween cepalinos and their allies in Brazil, endured and catapulted cepal­
inos in the regional and global spheres. “Structuralism,” a term that was 
increasingly used to encompass the corpus of cepalino ideas beyond infla-
tion, became a force that policymakers and academics wrestled with. Those 
mobilizing amorphous and disjointed ideas about the trade-off between 
monetary stability and economic development in Brazil had found in ce­
palinos an intellectual foundation that, to the detriment of the IMF, shaped 
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stabilization plans and economic policymaking across the region for the 
rest of the decade. “Structuralism” would also give rise to multiple research 
and intellectual projects within and beyond Latin America. It would bring 
the world’s attention to cepalinos and their worldmaking project through 
the Inflation and Growth Conference, as their project transformed from the 
fulfillment of the postwar promises of internationalism into the opponent 
to the liberal global order.

In the academic arena, cepalinos gained an unprecedented presence as 
“structuralism” and “monetarism” defined the terms of the economic de-
bate in the era. With a somewhat heterodox training at the University of 
Cambridge, British economist Dudley Seers became a staunch proponent 
of “structuralism” during his four-year-long work with cepalinos in Chile, 
taking their approach to Zambia, Colombia, Nigeria and thirty-five other 
countries in the decades to follow through consultancy jobs for multiple 
international organizations.82 At the economics department of the Univer­
sidad Católica de Chile, the training of students abroad and the faculty 
exchange program with the University of Chicago were making “mone-
tarism” the privileged orientation within the school despite the presence of 
cepalino Osvaldo Sunkel as part-time professor. Although the Chicago-
Católica program was designed to counterbalance the enormous weight of 
cepalino ideas in the country and the region, the enormous influence of 
“structuralism” in Chilean universities secured “converts” to the cepalino 
fold. Tom Davis, “a Chicago-classical economist who believed that he could 
apply a few simple ideas and elucidate the problems of the Chileans,” an 
observer noted, “has emerged quite critical of the Chicago group.”83 In-
spired by cepalino “structuralism,” Davis argued that it was impossible to 
“use monetary policy without considering the institutional structure of the 
country,” siding with cepalinos in their insistence on the need for locally 
produced tools and ideas different from those produced abroad. The im-
portance of cepalino ideas was such that Carlos Massad, the Chicago-
trained director of the Instituto de Economía, and others at the Univers­
idad de Chile designed an overarching, long-term quantitative research 
project to test “structuralism” and resolve “the conflicting hypotheses con-
cerning the cause and cure of [inflation]” that had emerged in Chile, an 
endeavor that cepalinos were reluctant to carry forward.84 The debate be-
tween “structuralists” and “monetarists” would reach a pinnacle at the 
Conference of Inflation and Growth discussed later.

In the policy arena, it was cepalinos, not the IMF “monetarists,” who 
initially claimed important victories in the conflict between “structuralists” 
and “monetarists.” It is commonly assumed that stabilization programs, 
such as those implemented by both right- and left-wing governments in 
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Brazil, Argentina, and Chile in 1958 and 1959, broadened and deepened 
the scope of “monetarist” ideas in Latin America.85 Yet the story of cepal­
inos suggests otherwise. In part because of the influence of cepalino ideas, 
the “monetarist” plans of Brazilian President Kubitschek, Argentine Presi-
dent Arturo Frondizi, and Chilean President Jorge Alessandri were also 
“gradualist” and unorthodox programs, departing from IMF prescrip-
tions in some way or another.86 In Chile, the opposition of cepalinos and 
others to the IMF and their condemnation for the institution’s short-
sightedness and political inflexibility in the negotiations with the Ales-
sandri government resulted in a change of policy orientation that gave 
“structuralists” a larger space in a conservative government with initially 
“monetarist” policymaking87 (figure 3.3). If the presence of cepalinos and 

Figure 3.3  The cartoon shows Verdejo, a representation of the Chilean “masses,” 
drowning at sea. From the shore, Chilean president Jorge Alessandri looks pleadingly 
at Uncle Sam asking for help. Uncle Sam has a life preserver that represents an 
IMF $75 million-dollar loan, while Alessandri holds his own deflated life pre-
server, venting air due to “bureaucracy,” “deficit,” “austerity,” and “stabilization.” 
Many IMF-sponsored stabilization plans were formulated and debated in the region, 
as cepalinos and IMF staff battled for positions in economic policy debates. ​ (Revista 
Topaze, January 13, 1961. Colección Biblioteca Nacional de Chile, available in Memoria Chilena. 
By permission of Alejandro Crespo.)
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the influence of their ideas guaranteed a partial defeat of “monetarism” in 
Chile, their absence was crucial for the implementation of a stabilization 
program in Argentina. Whether or not always directly driven by cepalino 
ideas, the rising opposition to stabilization gives credence to the IMF mis-
givings about the overbearing presence of cepalinos.

To their lament, the IMF staff and especially its regional contingent were 
forced to contend with the cepalinos’ dominance and their own marginal-
ization. Though cepalinos reiterated that they did not have “a leniency 
towards inflation,” the existence of a consolidated, “structuralist” approach 
created enormous difficulties for the IMF economists to convince relevant 
authorities of the need to limit the expansion of the money supply. Since 
cepalinos “rejected the theory that inflation is caused solely by financial dis-
order and lack of monetary restraints” implied in the IMF’s approach, del 
Canto was outraged. “It is a continued source of friction and embarrass-
ment that ECLA [CEPAL] continues to provide intellectual food and am-
munition to the forces opposing stabilization in Latin America,”88 del Canto 
argued. The rupture of relations between the Brazilian government and the 
IMF was followed by catastrophic experiments of IMF-supported stabili-
zation in Argentina and Colombia, in which anti-imperialism and the in-
compatibility between development and stability were the arguments 
deployed against the IMF. Cepalinos have “done well in dramatizing the 
need to attack the so-called structural factors,” he added, but they have 
failed to realize that “financial stability minimizes the social strains that 
often make more difficult the solution of those structural problems,” they 
continuously reiterated.89 They failed to recognize that, given the institu-
tion’s statutory area of competence, the IMF’s resources “cannot be used for 
economic development.”90 What del Canto failed to perceive was that it was 
precisely the struggle over areas of competence and the overlap between 
economic development and monetary stability what created the contention 
between the two organizations. Meanwhile, through the implementation of 
IMF-supported stabilization plans, the notion that there were local ideas 
that fostered development and foreign notions that opposed it was becoming 
institutionally entrenched, stultifying and radicalizing the debate about de-
velopment and social change while demonstrating the limits of an inter-
national institutional system that compartmentalized problems that were 
intrinsically connected—trade, growth, and stability—and that cepalinos 
aspired to integrate.

Far from reconciling differences, the international Conference of Infla-
tion and Growth deepened the gap between CEPAL and the IMF. In 
June 1960 Richard Ruggles from Yale University convened a preparatory 
meeting at Bellagio, Italy, the Rockefeller Foundation’s meeting center, to 
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define and conceptualize the conference. For Ruggles, the conference was 
an opportunity to raise the world’s awareness about Latin America’s con-
cern with inflation and growth, but most importantly to pull the world’s 
intellectual resources to solve a conundrum that was tearing the region 
apart. Initially conceived with the goal of formulating policies that 
“promote[d] adequate growth and reasonable price stability,” the confer-
ence transformed into an effort to “narrow the present gap between respon-
sible officials in Latin American governments and international agencies 
such as ECLA [CEPAL] and the IMF.”91

Even at the preparatory meeting at Bellagio, it was clear that cepalinos 
and their “structuralism” were directing the conversation. Although Ro-
berto Campos, who had become a fierce cepalino critique, and Charles 
Schwartz from the IMF staff were part of the preparatory committee, they 
were outnumbered and outgunned by cepalinos and their allies. The “struc-
tural approach to inflation” was not the only one, but it was certainly the 
conceptual framework that the preparatory committee most gravitated 
around and that eventually became one of the theoretical frameworks ori-
entating the actual conference. In addition, cepalinos produced the country 
case studies that guided the discussion, permeating the analysis with their 
approach. In fact, for the final conceptualization of the conference, Rug-
gles, perhaps without even realizing, adopted one of the cepalino tenets as 
one of the premises of a conference that was supposed to evenly weigh dif-
ferences: “that inflation in Latin America differs from that of North Amer
ica and Western Europe and thus the traditional theory produced in those 
countries [sic] [did] not appear to be always strictly relevant.”92 Yet, de-
spite the overbearing dominance of cepalinos and their ideas, the confer-
ence organizers decided to hold the conference in Rio de Janeiro, not 
Santiago, as a more neutral ground.

Despite the absence of Prebisch and Per Jacobsson, the CEPAL and IMF 
heavy hitters, the conference was extremely well attended and had the pres-
ence of the most renowned economists in Latin America, Europe, and the 
United States. Albert Hirschman from Columbia, A. G. Harberger from 
Chicago, Gottfried Haberler from Harvard, Roy Harrod from Oxford, and 
Nicholas Kaldor from Cambridge were among the attendees. Of the Latin 
American contingent, Campos, Gudin, Pinto, Furtado, and Sunkel were 
the most salient representatives. The main sponsors of the conference 
were the Rockefeller and the Ford Foundations, but Latin American re-
search institutions like the Brazilian Fundação Getúlio Vargas (FGV), the 
Argentine Insitituto di Tella, and the Chilean Instituto de Investigación 
Económica were also sponsoring the conference. Between academics, am-
bassadors, high-level government officials from across Latin America, and 
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top representatives of international organizations, there were over one hun-
dred economists gathered in Rio for a week to discuss the trade-off be-
tween economic development and monetary stability. The conference 
“was seldom dull and full with politics and emotion,” an observer claimed. 
The center of the controversy was, of course, the dispute between cepal­
inos and economists at the IMF. Rather than a “lack of explanations of the 
relation between inflation and growth,” in Latin America, there were “too 
many conflicting points of view.”93

At Rio, the “debating cup,” to use an expression of one participant, went 
to the “structuralists.”94 From the start, the IMF representatives consid-
ered themselves at a disadvantage. Although “there was an unduly heavy 
representation of CEPAL and its sympathizers,” the IMF could not refrain 
from participating, as the absence would have been “more conspicuous” 
and would only fuel the fire.95 The conference was therefore composed of 
a “vocal” majority of Latin American and US cepalino friends and a “silent” 
minority of Fund supporters and “uncommitted” economists. Criticism of 
the Fund came from a number of US and European economists “sympa-
thetic to the ‘structuralist’ persuasion,” they claimed.96 Not only were the 
commentators of the papers biased, the Fund representatives explained, but 
the opening remarks of Dudley Seers, Oxford professor and member of 
CEPAL from 1957 to 1961, painted a caricature of monetarists—“as old-
fashioned and reactionaries” whose “main purposes were to keep prices 
stable, hold money supply irrespective of growth and inflict harsh stabili-
zation programs”—which many in the audience were willing to believe.97 
Throughout the conference, there were multiple “unpardonable,” “vio-
lent,” and “virulent” attacks on the organization and its policies that 
“went well beyond the purposes of constructive economic discussion.” The 
IMF staff particularly accused cepalinos Pinto and Sunkel of being hostile 
and aggressive to the Fund and questioned the role of international civil 
servants in promoting interagency competition.98 The IMF was clearly on 
the defensive in the region and seemed to have completely lost to cepalinos 
the battle of influence over defining Latin America’s economic problems and 
solutions.

“Timely and effective,” del Canto’s intervention altered the mood of the 
conference, if only partially. Although the “Fund recognized the existence 
of structural problems and was in favor of development programs,” its 
“area of responsibility was not development planning or long-term invest-
ment financing,” del Canto clarified. To dispel misunderstandings and pro-
vide nuance, del Canto went to great lengths to distill the position of his 
institution. The IMF did not simply recommend reducing the money supply, 
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as critics claimed, but increasing it at the pace of economic growth, he 
added. The IMF did not favor exclusive focus on monetary policy, as the 
term “monetarism” implied, but instead insisted on the importance of fiscal 
policy to deal with inflation and balance of payments problems. More than 
the clarifications, del Canto’s manner and presentation won the IMF some 
and more vocal allies. Kaldor was an important one, after whom others 
followed. Despite “his structuralist leanings,” Kaldor had shifted from 
sharply criticizing the IMF to decrying high inflation and “even defending 
the Fund in one occasion.”99 Concomitantly, as the interventions of cepal­
inos became more “intemperate,” they also began to alienate supporters. 
After del Canto’s declarations and some minor victories, the IMF staff re-
mained convinced that to a large extent the bad reputation of the institution 
was related to misinformation. But the conference and cepalinos did trigger 
some important reflections and policy revisions within the institution.100

Despite the clarifications and misgivings of its staff, the conference dem-
onstrated the IMF had been sidelined from their territory of intervention. 
In his concluding remarks, Ruggles outlined points of consensus that gave 
cepalinos the higher ground on the debate. He insisted that all participants 
saw planning for development, a point cepalinos had insisted on as the 
mechanism to reconcile development and stability. More important, he con-
cluded, granting another important point to cepalinos that “monetary and 
fiscal policy alone were not sufficient to ensure stability and growth” and 
that achieving “economic development with a social orientation” was not 
“to be expected . . . ​from the spontaneous market forces alone.” The em-
phasis on the need for “structural reforms,” including areas such as land 
and education, were seen as victories for cepalinos. Even though the Alli-
ance for Progress also championed those ideas, it was barely mentioned.101 
Furthermore, non-cepalino economists like Carlos Massad also defended 
the cepalino diagnosis of inflation arising from the process of economic 
development itself in the context of declining terms of trade. He also con-
demned the stabilization process for halting rather than creating a path to 
growth as in the case of Chile. Brazilian Mario Simonsen from the FGV, 
an institution that was increasingly adversarial to cepalinos, also granted an 
explicit victory to cepalinos, saying that “any ‘human’ economist would 
agree that development, like ‘structuralists’ emphasize, is unquestionably 
more important than stability.”102 At the end, cepalinos and their “struc-
turalism” had cemented the notion of a trade-off between economic devel-
opment and monetary stability that garnered them widespread support and 
threatened the position of what has been otherwise considered a dominant 
institution like the IMF.
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Conclusions

In jockeying for position between the “structuralists” and the “monetar-
ists,” cepalinos initially gained the upper hand. The victory was especially 
satisfying, given the many internal debates and tensions that underpinned 
the emergence of the “structuralist approach” to inflation. They had trav-
eled a long way. Almost a decade had passed since they had first argued 
that inflation was a problem of an expansion in the means of payment that 
outpaced supply and of wages catching prices. The political divisions and 
internal tensions among cepalinos led to the “structural approach to infla-
tion” and would eventually transform cepalinos into “structuralists.” The 
structural approach to inflation neither fully disregarded the monetary as-
pects nor completely embraced the social conflict approach, but rather 
represented a Solomonic compromise between visions that were tearing 
cepalinos apart.

The emergence of the “structural approach to inflation” and the trans-
formation of cepalinos into “structuralists” were not just conceptual tran-
sitions. It was also a moment of realignment and radicalization. With the 
“structuralist approach to inflation,” they affirmed a “mistrust of the 
Rightist sponsorship of the stabilization programs” that repositioned ce­
palinos in the regional political landscape.103 The attacks on the IMF “were 
a political necessity” because these encounters also provided them a plat-
form to attack the “reactionaries” who were the IMF’s allies.104 However, 
it was precisely the defiant tone and the militant position of cepalinos, who 
insisted on unbridgeable gaps between both economic stability and devel-
opment and between local and foreign expertise, that put cepalinos in alli-
ance with increasingly recalcitrant nationalists that were gradually taking 
center stage in Chile and Brazil. In the process, they alienated some of their 
allies who, like cepalinos, had supported internationalism as a means to 
reconcile development and stability. As a result of the confrontation be-
tween “structuralists” and “monetarists,” many would come to see CEPAL as 
“the International Monetary Fund of the Left,” as Pinto claimed years later.105

“Structuralism” gave rise to a “monetarism” avant la lettre in Latin 
America. In the mid-1950s, before Milton Friedman produced his major 
works and, along with the Chicago School, became the face of “mone-
tarism” worldwide, cepalinos were using “monetarism” to contest the in-
tellectual and moral authority of one of their own and more broadly to 
challenge the prevailing interpretations of the origins of inflation in the aca-
demic and policy field. By the early 1960s, cepalinos had become the grav-
itational center of the academic and policy debate, setting the contours of 
the conversation, providing the basic studies, inspiring projects to test their 
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hypothesis, and inciting converts worldwide. Contrary to widespread views, 
it was cepalinos who put the IMF, the institutional embodiment of the 
“monetarists” in Latin America, on the defensive. “With the advent of 
structuralism,” Hirschman argues, “those who had fancied themselves deep 
thinkers were suddenly told in turn that they were shallow.”106 In this jux-
taposition, the IMF and the “monetarists” had left with the short end of the 
stick, an unusual position for an institution that traditionally dominates 
the international economic landscape, especially in developing countries. 
But as cepalinos were going to shortly find out in revolutionary Cuba and 
with their experience in the counter-revolutionary Alliance for Progress, 
structuralism was a double-edged sword that once again tore them apart 
while deepening their influence through two of the major political experi-
ments of the era.



F o u r

Revolutions Left and Right

Shortly after the triumph of the revolutionaries in early 1959, cepalinos, 
like a myriad of writers, activists, and economists from around the 

world, rushed to Cuba to participate in the promising experiment. The de-
feat of the corrupt, dictatorial, and until recently US-supported regime of 
Fulgencio Batista by a small rebel army fighting for political freedom, so-
cial equality, and national autonomy created fears as well as expectations 
of sweeping social transformation with potential global implications. After 
their visits to the Cuba of Fidel Castro and Che Guevara, French writers 
like Jean Paul Sartre and Simone de Beauvoir as well as American sociolo-
gist C. Wright Mills proclaimed the island’s revolution as an alternative to 
the orthodoxies of the global left.1 While some saw in Cuba the opportu-
nity for human socialism, others saw in it the path for national autonomy 
in Latin America and for decolonization in the Third World. Imbued with 
multiple meanings, the revolution itself transformed within less than two 
years. The experiment that began as an antidictatorship rebellion trans-
formed into a Marxist-Leninist revolutionary state that, in alliance with 
the Soviet Union, sought socialism and the radical transformation of Cuba 
by late 1960. As Cuban leaders were themselves defining their own revolu-
tion, some cepalinos, such as Regino Boti and Juan Noyola, joined the rev-
olution, while others observed with caution from afar.

Many of those who stayed behind rallied around the Alliance for Pro
gress, one of the United States’s anti-Cuba offensives. Launched in 1961 
by President John F. Kennedy, the Alliance for Progress was imagined as 
the “right kind of revolution.”2 Conceived as a multiyear, multilateral, inter-
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American $20 billion economic aid program for Latin America, the Alli-
ance for Progress heralded ambitious goals of international cooperation and 
economic growth and equality and proclaimed sweeping land, fiscal, and 
urban reforms. Initially, some cepalinos eagerly embraced the Alliance. 
Though staunch critics of US policy toward the periphery, cepalinos saw 
in the Alliance a break from past trends. The program, after all, not only 
responded to Latin American desires for economic development, interna-
tional cooperation, and social welfare but also enshrined some of the key te-
nets of the cepalino project. Raúl Prebisch and Celso Furtado, the two most 
prominent cepalinos, vigorously embraced the initiative. While Prebisch, the 
Economic Commission for Latin America’s (CEPAL) head, saw in the Alli-
ance the opportunity to give the organization leverage and direct influence 
over national policymaking, Furtado, working from an influential position 
in the Brazilian government, intended the Alliance to facilitate his signa-
ture project for the Brazilian Northeast. For these cepalinos, the Alliance 
for Progress became a resource for their projects, a testament to and a 
yardstick of their own ideas. Yet, by implementing what they thought was a 
revolution in Latin American development, cepalinos prompted a crisis of 
development, in general, and of their project, in particular.

Although ideologically kilometers apart, both the Cuban Revolution and 
the Alliance for Progress represented for cepalinos the culmination of their 
project. Both represented a path for rapid economic development and 
sweeping social transformations, especially in the land tenure structure. Yet, 
while the Alliance for Progress was premised on the cooperation between 
center and peripheries, one of the key tenets of the cepalino project, the 
Cuban Revolution established a direct confrontation between the two very 
early on. The Cuban Revolution and the Alliance for Progress not only radi-
calized Latin American politics but also had a profound effect over cepalinos 
and through them, over the history of economic ideas and global sciences in 
the region. The multiplicity of encounters and discounters between cepal­
inos and revolutionaries, between cepalinos and the counterrevolutionaries, 
deepened divisions among them and forced political realignments that 
shook the position of cepalinos and diminished their standing in the region 
while paving the road for dependentistas and other critics.

The Encounter with Cuba

Like many other Latin Americans, cepalinos saw the defeat of the corrupt 
and repressive regime of Batista in the New Year’s Day of 1959 with satis-
faction and optimism. Cuba had one of the highest levels of income, num-
bers of doctors per capita, and literacy rates in the continent. However, 
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there were also profound inequalities between rural and urban areas and 
between White and Black populations. The country’s economy depended 
almost exclusively on the production of sugar, a highly volatile commodity 
and a seasonal product, which, by the 1950s, had seized to spur economic 
growth. Notwithstanding decline, sugar represented 80 percent of all ex-
ports, while the export of sugar represented 54  percent of national in-
come.3 King Sugar, as it was referred to, created a profound dependence 
on global markets but especially on its main buyer, the United States. The 
seasonal sugar economy also created a highly vulnerable, illiterate, and 
malnourished population in the countryside, who were unemployed for 
most of the year. Alongside the sugar plantation owners and the seasonal 
rural workers, independent cane growers, small non–sugar farmers, and 
peasants who lived and worked in plantations all populated a conflict-
ridden countryside. In many ways, Cuba represented the quintessential 
example of the perverse relation between center and periphery that cepalinos 
had denounced, creating economies vulnerable to global markets and 
societies unable to transform rigid structures like the land tenure system. 
Sympathizing with the revolutionary aspirations to transform an outdated 
model of development, many cepalinos would mobilize toward the Carib
bean island.

In Cuba, shortly after his triumphal entry into Havana, Fidel Castro 
emerged as the uncontested leader of the revolution that deposed Batista. 
Castro was a lawyer and former member of the nationalist and reformist 
Ortodoxo party. His legislative career was thwarted when Batista called 
off elections in 1952; he was imprisoned for a violent attack on the Moncada 
barracks in 1953. He and the group of “barbudos,” or bearded rebels who 
fought in the countryside, were perhaps the most visible group of a broad 
antidictatorial coalition. While the rural guerrillas, with Castro and Guevara 
as the most prominent figures, captured the world’s attention, their triumph 
would have been unlikely without the support of other revolutionary groups 
and urban warriors, who mobilized key financial, intellectual, and public 
media resources for the insurrection. Students, professionals, and intel-
lectuals, and even the Cuban bourgeoisie were part of the 26th of July 
Movement. While some were Marxist, other revolutionaries had liberal or 
social-democratic orientations.4 The aspirations to overcome corruption, 
bring about economic prosperity and autonomy, and foster social justice 
united myriad groups and individuals in the military struggle but also 
obscured significant differences among them that would come to surface 
in the first years of government, in which the revolution would transform 
itself into a Marxist-Socialist revolutionary state.

The first two cepalinos to take part on the revolution were Regino Boti 
and Felipe Pazos. Trained in law at the University of Havana and in eco-
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nomics at Harvard, Boti returned to Cuba in 1956. After seven years at 
CEPAL, Boti took a leave of absence from the institution to spearhead the 
creation of the School of Economics at the University of Oriente, at the 
eastern end of Cuba, far from the country’s capital. His return coincided 
with the inauguration of the 26th of July Movement’s armed resistance 
against Batista, to which Boti promptly declared his support. After perse-
cution from the embattled government and brief imprisonment, Boti re-
turned to cepalinos in Santiago and Rio and would return to Cuba only after 
the triumph of the revolution.5 Boti was one of the many professionals and 
intellectuals who supported the rebel army as it gradually became the strong-
hold of the anti-Batista forces.

Pazos’s involvement in the revolution began even earlier. Trained in law 
at the University of Havana, Pazos became an economist in practice. After 
leading the Cuban delegation to Bretton Woods, Pazos, like other to-be 
cepalinos, joined the International Monetary Fund (IMF) in its early years. 
In 1949 he returned to Cuba as founder and president of the Central Bank. 
As IMF official and as president of the Central Bank, Pazos cultivated rela-
tions with cepalino economists, especially with the institution’s executive 
director, Raúl Prebisch.6 After Batista’s coup, Pazos resigned and joined the 
opposition forces. At a moment in which Batista declared Castro dead to 
undermine the movement, Pazos facilitated an interview between the rebel 
leader and the New York Times journalist Herbert Matthews. The interview 
was crucial for the revolutionary forces. It began to gain him the sympathy 
of the American public and more importantly increased the legitimacy and 
visibility of the movement, catapulting Castro into the international arena.7 
But perhaps Pazos’s most crucial contribution to the revolution, one that 
forced him into exile, was carried out in partnership with Boti.

Boti and Pazos outlined a development project for Cuba that became the 
economic manifesto of the movement. The manifesto circulated in Mexico, 
Cuba, and the rest of the Americas as the Thesis of the July 26th Revolu­
tionary Movement. Against entrenched ideas in and outside of Cuba, Pazos 
and Boti rejected the notion that Cuba’s organic function in the world 
economy was as a sugar-producing country and that industrialization was 
not feasible in the island. Instead, their plan, adhering to cepalino tenets, 
had two pillars: the transformation of the existing sugar-based economic 
structure and the “renegotiation of the relations between Cuba and the 
United States.” First, since the sugar economy could no longer “spur eco-
nomic growth proportional to the increase in population” nor “provide 
enough dollars and foreign exchange to buy machinery and consumer 
goods,” the country had to stimulate production for the internal market, 
Boti and Pazos explained.8 To make Cuba “independent of the ebbs and 
flows of the sugar industry” in global markets and of the size of the US 
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sugar quota, Boti and Pazos advocated for import-substitution industrial-
ization and for the diversification of agricultural production. As cepalinos 
had insisted again and again, the establishment of new industries would 
not necessarily decrease the imports of goods from the United States, as 
the free traders feared, but change the composition of international trade. 
Second, Boti and Pazos proposed a “renegotiation of the relations between 
Cuba and the United States” that involved limits to what had been “unre-
strained foreign investment” and the reexamination of existing interna-
tional agreements. The revolutionary government, though “committed to 
eliminating sources of social justice,” had first and foremost an obligation 
“to make the Cuban economy growth,” Boti and Pazos declared.9 The 
commitment of these cepalinos and their allies was with economic devel-
opment as well as with the transformation of the relation between center 
and periphery.

Key collaborators in the insurrection, Boti and Pazos earned prominent 
positions in the revolutionary government. After the military triumph, the 
rebel army, now in command of the country, purged the state of batistanos 
and filled the administration with members of the different political forces 
that had supported the insurrection. In particular, Pazos returned to his po-
sition as manager of the Central Bank, and Boti was appointed minister of 
the economy.10 In the early days of the revolution, parallel power struc-
tures dominated by the ex-guerrilla members were also taking shape and 
would eventually marginalize urban allies and reformers like Boti and Pazos 
as the revolution itself radicalized.11

One of the first tests of the alliance between cepalinos and revolution-
aries came with Castro’s visit to the United States in April 1959. In their 
manifesto, Boti and Pazos defended not just the need for but the “feasi-
bility” of the transformation of the bilateral trade structure in a way that 
“ultimately benefited both countries.”12 Rather than being “no man’s land,” 
Cuba could make “foreign capital serve the national interest,” Pazos and 
Boti had claimed. As late as February 1959, when Castro stated that Euro
pean and North American private investment were welcomed in the effort 
to finance industrialization, these cepalinos and Castro seemed to be on the 
same page. Even a day before the trip, Boti and Pazos believed that finan-
cial aid for the revolution was one of the main purposes of the US visit. 
After all, Castro publicly commanded them to initiate talks with all the 
institutions concerned with credit and development.13 The results of the dip-
lomatic engagement were, nonetheless, quite different.

As the importance of Castro rose, that of cepalinos receded. During the 
two-week-long trip, Castro met with students, mayors, and numerous 
members of the press, participated in television shows, and made several 
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public appearances, including at New York’s Central Park and the Bronx 
Zoo, in which he charmed his audiences.14 The charisma and oratory that 
he had deployed at home in mass rallies and extensive radio and television 
coverage, inaugurating a new style of government, made him the uncon-
tested face and leader of the revolution abroad as well.15 Pazos and Boti 
shared Castro’s concern to be treated as equals by the US government and 
saw the visit as the chance to renegotiate the rules of foreign investment 
and international trade, especially the deleterious sugar quota.16 But Boti 
and Pazos and Castro also parted ways. Boti and Pazos wanted the coop-
eration of the economic centers for their development project and were 
willing to play by the rules of the international institutional system to get 
it. Therefore, they defended “financial policies as conservative as those that 
the [International Monetary] Fund would recommend” as well the agrarian, 
fiscal, and urban reforms that “appear[ed] revolutionary to the outside 
world.”17 The differences between Castro and his economic team had tan-
gible consequences. Though he had endorsed Pazos and Boti consulting 
with US government officials, Castro granted them no authority to speak 
on behalf of the revolutionary government, making the meeting between 
Boti and Pazos and the US government officials inconsequential. As a re-
sult, the Cubans did not ask for aid, and the US representatives did not 
offer.18 When Castro pubically declared that “Cuba had not come for aid,” 
Pazos and Boti were effectively undermined, signaling a crucial change in 
the path of the revolution. Pazos feared that Castro’s decision was a sign of 
new changes to come.19 Despite, or perhaps because of their failure on the 
US trip, Boti and Pazos sought reinforcements.

A cepalino mission was their preferred option. For Boti and Pazos, state 
planning of industrial and agricultural production as well as of national 
and foreign investments was a fundamental part of their program. “A demo
cratic state, even one with revolutionary aims, can elaborate social tech-
niques to fulfill its goals without the recourse to violence against dissidents, 
discontent social classes, or interested groups,” Boti and Pazos claimed. In 
their manifesto, they had explicitly given cepalinos a space in the recon-
struction of Cuba after Batista in the planning effort. Since “Brazil, Chile, 
and Argentina had benefited from the technical expertise of CEPAL,” Cuba 
could do the same, they argued. They believed that the cepalino planning 
techniques and their formulation of instruments proper to Latin America 
were important resources for outlining and implementing the revolution’s 
development plan.20 Although several economists, including socialists Paul 
Sweezy and Leo Huberman and former Oxford economist Dudley Seers, 
were early global witnesses of the economic revolution, cepalinos, upon 
Boti’s request, were given a direct role on the revolutionary project.21
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In Santiago, the mission to Cuba generated mixed reactions. Exhilarated 
by Boti’s request, Juan Noyola asked Prebisch to be the leader of the advisory 
group. Noyola was a self-declared Marxist, one with a particular Mexican 
vent. Far from calling for socialist revolution, the Universidad Nacional 
Autónoma de México’s (UNAM) social economics in which Noyola was 
formed made Marxism a tool to conceptualize and denounce the failures 
of capitalism and advocate for more state intervention to redress them.22 
According to Celso Furtado, one of Noyola’s closest friends at CEPAL, the 
Marxism of his Mexican colleague was a “mixture of agrarianism and anti-
imperialism” that did not prevent him from turning to “traditional in-
struments of economic analysis.”23 Noyola, who like Furtado, had grown 
disappointed with Prebisch’s political cautiousness, as discussed in Chapter 3, 
saw the mission as an opportunity for CEPAL’s institutional renewal.24 
Shaped by his experience with Perón’s populism, Prebisch was fearful of the 
fanaticism that surrounded the Cuban Revolution. Yet, despite his apprehen-
sions, Prebisch could not deny Boti’s request and Noyola’s plead.25 Initially, 
Boti expected the mission to offer advice on the modernization of the sugar 
industry. Gradually, the five-man mission became entrusted with the estab-
lishment of the national planning institution and the training of public 
bureaucrats, a crucial role given the exodus of middle-class professionals 
and white-collar workers from revolutionary Cuba, on the one hand, and 
the importance that training courses had for the expansion of the cepalino 
project, on the other. In those early years, Boti brought numerous cepalinos, 
whose fates are mostly unknown, from the headquarters in Santiago to Ha-
vana to work for the revolutionary government.26 The advisory mission in 
revolutionary Cuba, the third of its kind for cepalinos, was the result of the 
attempt to renew both Cuba and the Santiago-based institution.

When cepalinos began operations in Havana, Castro had just enacted 
the Agrarian Reform Law. The highly progressive Constitution of 1940, a 
product of an effervescent period of reformism under an earlier Batista ad-
ministration, had prohibited latifundia and limited foreign ownership of 
the land. The basic assumption that had guided the mid-century reformers 
as well as Boti, Pazos, and Castro himself, later on, was that the “feudal 
relation” between large landowners and their dependent workforce ex-
plained the inefficient use of the land.27 “The system of exploitation, the 
peasant evictions, and the pervasiveness of the latifundia are the funda-
mental causes of the backwardness of the countryside and the poverty of 
our guajiros,” Boti and Pazos had claimed.28 Since the dominance of large 
landholdings in the fertile areas of central Cuba had forced numerous peas-
ants to marginal lands in the hillsides, Boti and Pazos had proposed an 
agrarian reform project to replace the “feudal agricultural lords” and “my-
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opic sugar growers” with a rising sector of landowning peasants. Building 
on the existing legal provisions, the revolutionary Agrarian Reform Law 
limited the size of landholdings with the exception of highly profitable 
ones, established government long-term bonds as compensation for the 
expropriation of large sugar and rice plantations, and prohibited both 
foreign and corporate land tenure. The new law also prohibited share-
cropping, tenancy, and similar labor arrangements that dominated the 
countryside, especially in the provinces of Oriente, the stronghold of the 
rebel army and where Boti had first gone to establish the school of eco-
nomics. For Boti and Pazos and their cepalino allies, the revolutionary 
process in Cuba promised to fulfill their visions of economic and social 
transformation.

But the revolutionary program brought a new dimension to the agrarian 
reform project. The Agrarian Reform Law not only provided for the re
distribution of land to those landless and dependent peasants but it also 
propounded for the reorganization of land tenure in collective landhold-
ings and state-owned farms.29 A major departure from the ideas initially 
contemplated by Pazos, Boti, and Castro himself to those of the process 
of collectivization of land would acquire momentum throughout 1959, 
redefining the character of the revolution toward socialism. Furthermore, 
the National Institute of Agrarian Reform (acronym in Spanish, INRA), 
presided over by Castro himself, became the cornerstone of the new rev-
olutionary state and gradually absorbed the ministers of industry and com-
merce, displacing those who, like Boti and Pazos, had formed the initial 
government.

Whereas the cepalinos in power were increasingly under threat, the ce­
palino mission proceeded smoothly. With the goal of “leaving in operation 
the machinery of programming,” Noyola accompanied the creation and ex-
pansion of national statistics and planning apparatus, the result of which 
would be the Junta Central de Planeación, inaugurated in March of the fol-
lowing year, and of which Boti shortly after became its technical secretary. 
The lack of coordination of several international organizations and of per-
sonnel had created some implementation problems, Noyola told Prebisch 
at CEPAL’s Mexico office. Nonetheless, Noyola was pleased to report “the 
mission was progressing satisfactorily.”30 Given the enactment of the na-
tional statistical service law and a series of training courses with over seventy 
students, the mission was considered a success in Santiago and in Havana, 
and was renewed for another year.31 Furthermore, cepalinos reinforced their 
training program and their team with the incorporation of Chilean Jorge 
Ahumada, Prebisch’s choice to tame the growing revolutionary spirits of 
Noyola. Ahumada would be in charge of teaching a course on planning 
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for development in Cuba. While the focus of the cepalino mission was on 
development planning and training, it was the agrarian reform, the cor-
nerstone of the revolutionary program and the quintessential expression of 
“structural change,” that attracted the attention of cepalinos.

Ahumada, Noyola, and the other cepalinos witnessed firsthand the for-
mative months of the revolution. The government implemented progres-
sive tax policies that benefited Cuban over foreign interests and small over 
large producers, established tariffs to protect existing manufacturing indus-
tries, significantly increased wages, and reduced rural and urban rents, 
leading to expansion of production of domestic goods and of the popula-
tion’s purchasing power. But it was the agrarian reform that accelerated 
both the revolutionary and counterrevolutionary pace. As expected, the 
agrarian reform garnered the support of those sharecroppers, tenants, and 
peasants and raised the opposition of the large Cuban and foreign land-
owners. It also initially gained the support of the Cuban industrialists, who 
even made donations for the initiative. But it also sparked the resistance of 
the seasonal rural workforce, who, because of the peasant-focus of the re-
form, precluded them from distribution benefits.32 Land invasions and 
conflicts continued while landowners fought the reform. The initial reform 
law was expected to affect about 10 percent of the land, but within a year 
of its inauguration, the government, exceeding those goals, reported to have 
intervened 8 million acres, delivered more than 500 land titles, formed more 
than 700 cooperatives or state farms, and created 1,400 tiendas del pueblo, 
or mass distribution stores.33 Their experience in the island would lead ce­
palinos to contradictory conclusions.

Ahumada went to Cuba with another agrarian project in mind. Trained 
in agricultural engineering at Universidad de Chile and in economics at 
Harvard, Ahumada had joined CEPAL in 1950 after a brief period at the 
IMF. At the IMF, Ahumada had advised the revolutionary government in 
Guatemala in the establishment of the Instituto de Fomento de la Produc­
ción.34 Designed to increase agricultural production, the development in-
stitution was one of the innovations of the October Revolution of 1944 
that by 1953 had brought about a significant agrarian reform process in 
the country before being thwarted by US intervention the following year.35 
A few years later, Ahumada produced a political manifesto in Chile, in 
which a project of agrarian reform occupied center stage. Ahumada’s mani-
festo became the intellectual pillar of the Christian Democrats on the rise 
in Chile.36 He imagined Chileans “eager for a non-Marxist left.” Ahumada 
defined his project as response to the stultifying rhetoric of the right, who 
decried state intervention in agriculture to protect interests of landowners, 
and of the left’s exclusive focus on latifundia with its “demagogic” slogan 
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of the “ ‘land for those who work it.”37 Instead, Ahumada proposed land 
redistribution toward midsize properties would be accompanied by both 
higher agricultural prices and higher wages as well as access to credit. By 
doing so, the reform could check the political power of the landowners 
who controlled Congress while avoiding the multiplication of inefficient 
and impoverishing minifundios, the family-size plots of land that the left 
advocated for. Like Noyola in Mexico, Ahumada had encountered the 
agrarian reform in a revolutionary era in Guatemala but had proposed an 
alternative route for his native Chile.

After his two-month stay in Cuba, Ahumada, perhaps too disconnected 
from the pace of the revolution, sought for nonrevolutionary alternatives. 
“Many agreed with Castro about the desirability of getting rid of Batista,” 
Ahumada claimed, but “not everyone agreed as to what to do in his stead.” 
Castro had enormous support of the working classes, but the industrialists 
were on an “an attitude of wait and see.” Furthermore, there was still 
“much basic goodwill in Cuba towards Americans,” which could in turn 
intervene and steer in the revolution through training of workers, industri-
alists, and especially agrarian reformers, he suggested to a Ford Founda-
tion official. An enemy of latifundia and a champion of midsize private 
properties with state technical and financial support, Ahumada believed 
that collectives or state farms, controlled and managed by INRA officials, 
had become the privileged form of economic organization in part because 
the Cubans had no other alternatives and were following the existing large-
scale structure of sugar production.38 Missing or perhaps dismissing the 
increasingly socialist turn of the revolution, Ahumada left, convinced that 
giving Cuba feasible, privately owned alternatives to collectives was an op-
tion worth pursuing and that more experts were needed to do so.

Just as Ahumada departed from Havana, Pazos found himself at odds with 
the revolution. The assault on the opposition that had commenced with 
the public trials of Batista supporters was now approaching more vexed 
territory. Members of the revolutionary coalition who contested Castro’s 
rapprochement with the communist party, given its belated support for 
the revolution, had become the object of persecution. Other, more “liberal 
members” of the revolutionary coalition followed.39 Within less than two 
years of its triumph, the antidictatorial, nationalist revolution turned into a 
full-fledged socialist and authoritarian revolution. Many factors contributed 
to the transformation of the revolution and the initial demise of some loyal 
critics including Pazos, and later Boti: the unprecedented mobilization 
of peasants and urban workers, women, and youth; the far-reaching 
economic initiatives like the Agrarian Reform Law and the nationaliza-
tion of industry; the formation of a revolutionary coalition with the former 
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communist party and the centralization of power on the figure of Castro 
himself; the confrontation with the United States and the consequent coop-
eration with the Soviet Union. As the purge of anti-Communist 26th of July 
movement revolutionaries continued and the revolution assumed some of 
those radical traits, Pazos resigned in October 1959, and Guevara assumed 
the control of the Central Bank.

Within a year, Pazos transformed from a revolutionary to a counterrev-
olutionary.40 Pazos took a diplomatic position in Europe and initially refrained 
from publicly decrying the regime in order to ease the transition and avoid 
speculation about dissension and internal conflicts among the revolution-
aries.41 His conciliatory position did not last long. In the following year, 
Pazos not only condemned the absence of freedom of expression and partici-
pation “as the worst in Cuban history” but he also challenged those who 
preached the economic merits of the revolution. The scarcity of food attested 
to the ill-conceived agrarian reform program; the reduction in the import 
of raw materials and equipment to the weakness of the industrialization 
project. Cuba was therefore an example of the “failure of socialist totalitari-
anism.”42 Pazos was the first casualty of the cepalino and the development 
experts’ attempt to participate in the revolution.

Noyola, in turn, found a space where Pazos had lost his. Despite CEPAL’s 
dwindling support for the advisory mission, Noyola was relentless in his 
commitment. His task in the Cuban Revolution was “the most important 
and decisive work of his career,” and he was nothing but “fortunate to 
participate in the most important event in Latin America since indepen
dence,” Noyola declared in August 1960.43 Noyola and the rest of the ce­
palino mission, among which was Jacques Chonchol, a Chilean Christian 
Democrat who would become the architect of the agrarian reform in Chile 
a few years later, were fascinated by the revolution and, according to ob-
servers, eager to export it to their own countries.44 Out of the Latin Amer-
ican economies, Cuba was “under the most control of imperialism,” Noyola 
claimed.45 Therefore, the Cuban Revolution stroke a “a severe blow to the 
traditional relations between imperialism and the dependent countries.”46 
From the elimination of feudalism to a battle against imperialism, Noyola’s 
diagnosis and rhetoric had transformed alongside that of the revolution.

Castro, who when initially asked to define the character of the revolu-
tionary project plainly said, “Cuban and humanist,” by 1961, had declared 
himself a “Marxist-Leninist” and so did his revolution.47 Initially, Castro 
initiated a series of policies that were relatively uncontroversial. The ex-
pansion of the educational system, especially in the countryside, housing 
programs to increase home ownership, collective organization for public 
works and public housing alongside more progressive forms of taxation, 
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rent controls, and wage increases were some of these initiatives. However, 
the agrarian reform that had attracted the attention of cepalinos sparked a 
social revolution that acquired a momentum of its own. As the rebel army 
itself took control of the expropriations, INRA gave larges strides to create 
cooperatives while making the state a major landowner and administrator. 
With the redistribution-driven expansion of the internal market and the ini-
tial agrarian expansion, the demand for industrial products rose, forcing 
even larger state intervention in the domestic industries. When the American-
owned oil refineries refused to process Soviet oil for the Cuban industry in 
mid-1960, Castro nationalized those companies and accelerated the expro-
priation of the rest of the industrial, commercial, and banking sectors, 
which were largely in US hands. Shortly thereafter Cuban-owned businesses 
followed. Sugar refineries, banks, and wholesale and retail Cuban enter-
prises alongside commercially owned real estate were transferred to the 
state-owned or social economy three months later. Within a few years, the 
Cuban revolution, buttressed on an unprecedented agrarian reform, had 
openly veered toward state-led socialism.

In response to unfair rumors and the myths that abounded, Noyola paid 
tribute to the political accomplishments and economic progress made by 
the inauguration of “a new economy based on a social revolution.”48 
Against the notions of “scarcity, paralyzed industries, and disorganized ag-
riculture,” Noyola delved into the dynamism of the revolutionary economy. 
Both agricultural and industrial production had increased in the first two 
years of the revolution, he claimed. The latter grew by 17 percent and 
25  percent in 1959 and 1960, respectively. Unemployment dropped by 
two hundred thousand people. Thus, Cuba was making important strides 
on import substitution industrialization. Furthermore, the prospects of 
commercial exchange with the Soviet bloc, unlike the trade relations with 
United States and the Western world, actually promised to fulfill the ad-
vantages of international trade.49 Diversification was in the works and Cuba 
had found new markets for its products. According to Noyola, the revolu-
tion was nothing but a success.

The key to that success was its agrarian reform. The first and primary 
objective of the revolution, Noyola subsequently explained, was to trans-
form land property relations. Since “the land tenure structure was itself the 
product of imperialism,” the Cuban agrarian reform struck a blow to eco-
nomic dependence and to the lack of productivity of the countryside. The 
Cuban Revolution was the only revolution, Noyola claimed, that accom-
plished an increase in production despite the transformation of property 
and social relations. The supply of meat, for instance, had increased, de-
spite the intervention on cattle ranches. What had concerned Ahumada a 
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few months earlier was an object of pride for Noyola. The state farms, those 
very large land holdings, “with a high degree of mechanization and diver-
sification,” exhibited a “very rational and efficient use of resources.”50 
Rather than the result of ideologies, those state farms, Noyola clarified, 
were the result of very pragmatic considerations. The agrarian reform had 
therefore accomplished a social and an economic revolution.

The involvement of Boti and Noyola with the Cuban Revolution had 
profound effects for CEPAL (figure 4.1). In April 1960 rumors circulated 

Figure 4.1  Left, The cartoon shows two bearded Cuban rebels in their military 
fatigues, discussing whether to attend a CEPAL meeting. Inside the building where 
the meeting is taking place, one delegate speaks of “proceed[ing] with a profound 
change in the institutional order, in the economic, social and political life of Latin 
America,” and another is heard saying, “Replace it with a regime of social justice.” 
In response to the comments, one Cuban says to the other, “Hey, friend, we better 
not go inside, these guys are too revolutionary. . . .” Right, The cartoon shows a 
Cuban in military uniform serving as a delegate to the CEPAL meeting in Santiago. 
He pauses smoking his cigar to speak on the phone to talk to a well-known conser-
vative Chilean newspaper and says, “Am I speaking to the journal El Diario Ilus­
trado? I can’t meet with you, but please send some toilet paper and shaving cream . . . ​
” The two cartoons illustrate the conflicting representations of CEPAL and cepal­
inos after the Cuban Revolution. ​ (Revista Topaze, May 12, 1961, Colección Biblioteca 
Nacional de Chile, available in Memoria Chilena. Left by permission of the Sepúlveda-Salinas 
family. Right by permission of Manuel Tejeda Sotomayor.)
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in Santiago that some cepalinos were behind the creation and dissemina-
tion of a prorevolutionary manifesto to be released during US President 
Dwight Eisenhower’s visit to Chile that spring. The manifesto was a con-
demnation of any attempt at foreign intervention in Cuba, clearly directed 
at the United States, which was apparently already endorsed by Eduardo 
Frei and Salvador Allende, senators and future presidents of Chile. Xavier 
Pazos, son of Felipe Pazos and assistant to Boti, contacted former cepalino 
Celso Furtado, then one of the directors of the Banco Nacional de Desen­
volvimento Economico (BNDE), to help him recruit the Brazilian president’s 
support for the manifesto.51 Confronted by the US State Department, 
Prebisch was forced to deny cepalino involvement and to reassure the US 
official that those accused “were not hostile to the US government.” Fearing 
the negative impact of cepalino involvement in Cuba, Prebisch regretted 
having, hesitantly but in good faith, agreed to the institution’s participa-
tion in the project. He proposed a “graceful” and gradual disengagement, 
which ended up finally antagonizing Noyola.52 With deep disillusionment 
with his old and cherished institution, Noyola resigned from his position 
at CEPAL when Santiago unilaterally ended the mission in late 1960. With 
firm conviction on the revolution, Noyola assumed the leadership of one of 
the directories of the planning board that the cepalino mission had helped 
create, while instructing Guevara in economics through long private lessons 
for his recently assumed position in the Central Bank.53 In turn, CEPAL 
lost another of its core of members, crippling the institution further after 
the departure of Furtado a few years earlier. By aborting the mission, 
CEPAL, as an institution, officially renounced Cuba at moment when many 
cepalino allies and regional governments were still defending the country’s 
right to revolution and before the Organization of American States (OAS) 
adopted sanctions against Cuba. As the mission turned into a fiasco, Prebisch 
found himself on the defensive.

The confrontation between Noyola and CEPAL did not end with the mis-
sion. In early 1961 Noyola publicly condemned Prebisch and the institu-
tion. The cepalino mission to Cuba had been aborted not finished, Noyola 
declared.54 It had been plagued with problems: senior experts were often 
absent from the island; the mission recurrently confronted staff short-
ages; and severe ideological disputes arose in relation to the selection of 
professors for the training courses. Thus, Noyola accused CEPAL of a 
serious attempt to undermine the mission, compromising the autonomy of 
cepalinos.

Prebisch defended his position. The termination of the cepalino mission, 
Prebisch claimed, originated in the undue involvement of Noyola. “In the 
past twelve years,” Prebisch claimed defensively, he “had never questioned 
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the political views of the members of his staff.” Yet, with his defense of the 
socialist revolution, Noyola had betrayed the cepalino commitment to non-
partisanship, Prebisch believed. This time he had been forced to do so 
because of the “over-enthusiasm of the head of the advisory group.”55 Those 
words may have further irritated Noyola and others who had seen and 
condemned Prebisch’s direct collaboration with the military regime that 
deposed Argentine President Juan Domingo Perón and his official visit to 
Venezuelan dictator Marcos Pérez Jiménez. Furthermore, Ahumada and 
Prebisch both worked closely with the Christian Democrats in Chile, fur-
ther undermining Prebisch’s claim to the political neutrality of the institu-
tion and its members. With his public disparagement, Noyola made the 
encounter with Cuba a challenge to the institution.

The cepalino encounters with the revolution differed significantly. They 
ranged from the unwavering support of Noyola until his death in a plane 
crash in 1962 to the defection and staunch opposition of Pazos. Like other 
intellectuals, cepalinos were witnesses and agents, adherents and defectors 
of the Cuban Revolution.56 Some, like Boti, were marginalized. As a form 
of insult, Boti was accused, among others, of being cepalino. It was almost 
a bad word in Cuba.57 Boti, who, according to Ahumada, Furtado, and IMF 
officials, was “influential with Castro” at least in the first two years, be-
came “politically suspect” and was dismissed from his position in 1964.58 
Instead of taking the European embassy Castro offered as alternative, Boti, 
who wanted to get his hands on organizing production in Cuba, assumed 
the management of the former Nestlé factory in the province of Oriente, 
where he received the visit of Guevara himself, and after three years, 
settled in Havana until his death59 (figure 4.2). For personal reasons, Ahu-
mada also resigned from CEPAL and continued to search for a nonrevolu-
tionary alternative to agrarian reform, which he found in Frei’s presidential 
candidacy.

But as an institution, CEPAL’s position had been compromised. Noyola 
and the Cuban Revolution forced the institution’s hand. Because the Ca
ribbean nation remained formally a member, by aborting the mission, the 
Commission had symbolically renounced to a part of Latin America that 
would increasingly define the region in the following decade. Cepalinos, 
who had trumpeted this message loudly and repeatedly for a decade, could 
no longer claim to speak to and from Latin America. Deploying censor-
ship and rejecting Cuba’s unorthodox experiment, cepalinos were seeing 
their institution suddenly transform from an embodiment of a revolution 
against global inequality into a force against radical change and social jus-
tice. The lexicon of center and peripheries, unlike the notions of imperialism 



	R evolutions Left and Right� 117

Figure 4.2  Regino Boti and Che Guevara at the old Nestlé factory, which the 
Cuban state repurposed as “Fábrica de Productos Dietéticos Bayamo” in 1964. 
When Castro and Boti parted ways, Boti chose to become head of this plant in 
eastern Cuba instead of the Cuban ambassador to France. ​ (By permission of Liliám 
Boti Llanés.)



118	Th e World That Latin America Created�

and dependence, had been raised to buttress international cooperation 
rather than to challenge hegemonic domination. Heralds of a challenge to 
classic liberal orthodoxies such as the premise of comparative advantage, 
cepalinos had and continued to privilege global institutions and interna-
tional cooperation as the means to transform Latin America. Their position 
had shifted from allies of the revolution to partners of the counterrevolu-
tionaries, especially as they aligned with the US foreign aid program de-
signed as a response to the Cuban Revolution.

The Allure of the Alliance

In the late 1950s, Prebisch, an unwavering advocate of foreign aid and 
economic cooperation between centers and peripheries, began to notice 
a change. The United States was increasingly acquiescing to old Latin 
American expectations for the organization of world economic order, espe-
cially of its hegemonic center. After the 1958 goodwill trip of Vice President 
Nixon confronted anti-American protesters and the revolutionary forces in 
Cuba gained new ground, neglect turned into enthusiasm. Within two years, 
the US government had set in motion three of the most important Latin 
American development proposals. After decades of insisting on the impor-
tance of commodity price stabilization schemes, the United States began 
negotiations for an international coffee agreement. The following year, the 
Inter-American Development Bank, whose proposal was discussed at length 
in the interwar years and that inspired US postwar planners for the Inter-
national Bank for Reconstruction and Development (IBRD), was finally 
established with Felipe Herrera, Prebisch’s longtime friend and partner at 
its head. In 1960, the United States established the Social Progress Trust 
Fund for education, housing, and health programs, responding to the recent 
demands for social development in the region sealing the commitment of 
the Act of Bogotá.60 Finally, Kennedy’s Alliance for Progress echoed Bra-
zilian President Juscelino Kubitschek’s Operação Panamericana, presented 
in 1958, which itself resonated with cepalino initiatives.61 For Prebisch, “the 
new inter-American cooperation was the consequence of previous, large-scale 
initiatives.”62

Despite the promissory signs of new forms of cooperation, Prebisch re-
ceived the invitation to participate in the Alliance with caution. In De-
cember 1960, one of Kennedy’s advisers summoned Prebisch to share his 
ideas with the task force in charge of preparing the Alliance. The mere 
fact that Latin Americans were consulted gave Prebisch confidence.63 The 
task force, which itself had some academic cepalino allies, suggested “an 
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infusion of outside capital of major proportions,” argued for the impor-
tance of “mitigating the instability in foreign exchange proceeds” through 
commodity stabilization agreements, and insisted on the “need for US 
and other nations to open their markets for Latin American exports,” 
all of which had been key components of the cepalino agenda. However, 
the task force also put the goals of the new inter-American partnership 
at the service of two clear political goals: to “channel the social ferment 
and demands for long-overdue reforms of which Mr. Castro is only a 
symptom” and to “transform the mood of Yanqui No to Yanqui, yes” in the 
region.64 Although he was no revolutionary—in fact, he was constantly 
accused in his native Argentina of being a reactionary—after his fiasco 
with revolutionary Cuba earlier that year and his fervent opposition to 
cepalinos’ political involvement in the island, Prebisch could not afford 
to get himself and cepalinos into the contested terrain chartered in the 
proposal.

The formal announcement of the Alliance in March of 1961 began to 
seal Prebisch’s commitment to the Alliance (figure  4.3). In January, 
after Kennedy’s presidential inauguration, government officials approached 
Prebisch and other Latin Americans to provide formal and detailed com-
ments about the plan. Prebisch was surprised to see many of the points he 
had raised included in Kennedy’s official address, some even verbatim.65 
The charter of the Alliance included diminishing Latin America’s dependence 
on exports of commodities, diversifying its economic structure through in-
dustrialization, and stabilizing commodity prices and “prevent[ing] harmful 
effects of excessive fluctuations in foreign exchange earnings,” all of which 
struck a crucial chord among cepalinos, whose central concern had been 
the structural disparity in international trade resulting from falling prices 
of primary products. Cepalinos had also insisted that foreign economic 
aid was the mechanism to reconcile economic development and monetary 
stability and, most recently, social welfare. In the words of Furtado, former 
cepalino member and Brazilian delegate at the Inter-American Conference 
at Punta del Este, this overlap entailed that “the CEPAL doctrine, the most 
path-breaking set of ideas emerging in Latin America, had come to orient the 
United States foreign policy.”66 In that, the Alliance represented a triumph 
of cepalino ideas.

Prebisch’s enthusiastic embrace for the new inter-American partnership 
came as the Alliance promised to offer Prebisch and CEPAL a prominent 
role. Since CEPAL, alongside the recently endowed Organization of Amer-
ican States and the Inter-American Development Bank, formed the Tripar-
tite Committee, Prebisch expected to gain influence over the implementation 
of the Alliance. Though certainly influential, cepalinos had not been able 
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to secure significant and direct policy leverage with the exception of Brazil, 
Chile, and most recently Cuba. They outlined major economic obstacles 
and solutions, endowed policymakers with a powerful vocabulary, pro-
vided most of the quantitative data available, and trained regional bureau-
crats. However, with the death of the payments union and the paucity of 
the common market, cepalinos had once again lost in the battle to become 
an “operating agency,” as IMF officials once commented.67 A few years 
earlier, cepalinos had begun to assemble advisory missions with develop-
ment planning purposes with similar hopes. So, when Kennedy publicly 
asked for CEPAL’s collaboration with the OAS in “assembling a group of 
economists and experts of the hemisphere to help each country develop its 
own development plan,” Prebisch began to commit.68 The cepalino advi-

Figure 4.3  The cartoon shows Raúl Prebisch as a waiter of CEPAL offering the 
following menu to its disgruntled Latin American guests stereotypically dressed, 
who claim to be “waiting for the banquet”: “appetizers sprinkled with agrarian 
reform,” “technical assistance soup,” “steak of industrial development,” “ham with 
industrial integration,” “technical assistance in every plate,” “go for it” for des-
sert. The menu ends by stating that “Cuban cigars are forbidden” and that “Rus
sian salad is off the menu.” ​ (Revista Topaze, May 5, 1961. Colección Biblioteca Nacional 
de Chile, available in Memoria Chilena. By permission of Alejandro Crespo.)
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sory missions, endowed with the Alliance for Progress resources, gave 
Prebisch grounds to expect close work with national governments and the 
desired direct policy influence.

However, shortly after Kennedy’s grandiose claim of inaugurating a new 
era for the Americas, the news of the US attempt to militarily unseat Fidel 
Castro shocked the region and compromised the Alliance. At the Punta del 
Este meeting in August in 1961, in which Kennedy’s plan was to be rati-
fied, the absence of the US President and the strong presence of Che Gue-
vara, military commander and one of the leaders of the Cuban revolutionary 
government, set the tone for the meeting (figure 4.4). “A new stage in the 
relations of the Americas did begin,” Guevara claimed, but “under the star 
of Cuba” not the United States. Guevara railed against the Alliance for Pro
gress for trying to “counter the example that Cuba represents throughout 
Latin America.”69 Although perhaps none of them intended to follow the 
Cuban model, the representatives of Brazil, Argentina, Chile, and others 
made sure to defend Cuba’s right for nonintervention. For cepalinos, the 
alignment with the United States under the Alliance for Progress began to 
take a toll.

At Punta del Este, it became apparent that cepalinos were, despite pre-
tentions of triumphalism, in a highly precarious position. It was against the 
“experts” that Guevara had the fiercest critiques. While Prebisch had rev-
eled in the Alliance’s provision of expert evaluation of national develop-
ment plans for foreign aid, Guevara disparaged against it. Not only was 
the US government steering aid according to its needs, undermining the au-
tonomy of the “experts,” but the orientation of that aid was itself flawed. 
Rather than propounding the industrialization of Latin America as the path 
to development, the Alliance for Progress’s experts privileged the “con-
struction of aqueducts, houses, sewers, and the like,” fomenting what 
Guevara called the “planning for latrines.”70 Although Prebisch also 
warned against equating development aid with philanthropy and assisten-
tialism, his endorsement of the Alliance as the mechanism through which 
“the revolutionary process could be achieved within the existing institu-
tional framework,” set cepalinos in direct confrontation with Cuba, espe-
cially after the failure of their advisory mission the previous year.71 In a 
rejoinder conference to Punta del Este, Juan Noyola, former cepalino and 
head of the aborted mission, continued to critique cepalinos as “ideologues 
of reformism,” supporting the United States and the Alliance for Progress 
and abandoning Cuba and its socialist path to development.72 Minor part-
ners in the Alliance for Progress and distant from revolutionary Cuba, the 
position of cepalinos had been undermined and many would begin to 
place them in alignment with the global orthodoxies of development.
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Figure 4.4  The image depicts Uncle Sam asking Latin America to dance. Latin 
America proudly replies, “Let’s dance to rhythm of che-che,” alluding to Che Gue-
vera. The latter is in the background with drums and maracas of “agrarian reform” 
and “alphabetization.” ​ (Revista Topaze, August 11, 1961, Colección Biblioteca Nacional 
de Chile, available in Memoria Chilena.)
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Already cepalinos watched the Alliance unravel fast despite initial, al-
most continent-wide, enthusiasm. While the Latin American governments, 
with the few but notable exceptions of Colombia, Chile, and Venezuela, were 
slow in producing the mid-range development plans, the US government 
was slow in setting up the institutional machinery for implementation of 
the Alliance. The limitations of implementation in the early years were 
perhaps also symptoms of disengagement. While the Kennedy adminis-
tration quickly fell short of securing the exuberant financial resources it 
initially promised, Latin American delegates were becoming increasingly 
skeptical about the potential of aid itself even as many Latin American 
governments continued to receive aid in the name of the Alliance in the fol-
lowing decade.73 In 1962 a disillusioned Venezuelan diplomat captured the 
general mood of the regional leadership: “It is pointless to grant aid if econ-
omies are weakened by price reductions affecting Latin American exports 
in the markets of the countries which had granted the aid.”74 The problem 
of dwindling export proceeds was further amplified as the profit remit-
tances abroad of American corporations in Latin America reached an all-
time high. Brazilian economist Roberto Campos said the problem with 
the Alliance could be summarized in the words of Jorge Mejía Palacio, Co-
lombian finance minister. Despite “substantial assistance,” the Colombian 
minister claimed, “the losses suffered in the coffee market . . . ​are two or 
three times greater than the special aid received.”75 Denouncing the futility 
of aid given the obstacles in international trade, the Latin American govern-
ment lost faith in the Alliance. By 1963 Alberto Lleras Camargo and Ku-
bitschek, former presidents of Colombia and Brazil, respectively, and spear-
heads of inter-American cooperation, confidentially produced diagnoses 
and solutions “to save the Alliance.”76 A fundamental part of the cepalino 
project and crucial concern of Latin American governments, the com-
modity stabilization schemes were initially pushed aside from discussions 
at Punta del Este and then dismissed by the US Congress. It was becoming 
apparent to cepalinos that their commitment to the Alliance would not bear 
the expected fruits.

Within a year, the Alliance had left cepalinos discredited and empty-
handed. At Punta del Este, Prebisch proposed the establishment of a panel 
of experts to evaluate national development plans presented to request Al-
liance for Progress funding. Prebisch’s attempt to secure influence on the 
inter-American partnership was quickly cut short; the delegates, themselves 
noncommittal to the Alliance, turned the panel of experts, thereafter known 
as the Panel of Nine “wise men,” into an advisory body, deprived of all 
decision-making power. Prebisch, who was under the impression that he 
would become the director of the already limited Panel of Nine, was further 
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disappointed when he was demoted to “coordinator.” The Argentine gov-
ernment, whose economic team despised Prebisch and cepalinos, opposed 
Prebisch’s appointment to the Panel of Nine. After that, the new advisors 
of the Kennedy administration, unlike the initial task force, mistrusted 
Prebisch, and they cut him off.77 Definitively sidelined from the Alliance, 
Prebisch resigned from the Panel of Nine within a year of the Punta del Este 
conference.

While the Alliance had brought cepalinos some favorable results, Prebisch 
was at a loss. The Alliance spurred regional demand for development ex-
perts and planning, which cepalinos were prompt to supply. Colombia was 
a case in point. With the support of a cepalino mission, the Colombian 
government formulated and presented one of the first development plans 
under the framework of the Alliance. With the prospect of larger advisory 
functions for cepalinos and with the support of the Inter-American Devel-
opment Bank and the UN Special Fund, the Instituto Latinoamericano 
de Planeación Económica y Social (ILPES) was created in 1962 as CEPAL’s 
sister institution. It gave additional resources to cepalinos and strengthened 
their capacity to bring CEPAL closer to national governments, especially 
through training courses. Despite the appeal, Prebisch found it hard to make 
ILPES his new home and give new life to the cepalino project. As his ambi-
tion to make CEPAL an operational agency with more direct influence on 
policymaking faltered, Prebisch was left with a bitter taste, which was espe-
cially acrid given his imminent retirement from CEPAL. After the failure 
of the Alliance, Prebisch engaged in a year of introspection the result of 
which was a policy document that rehashed some old ideas of cooperation 
between center and peripheries.78

Yet the experience with the Alliance also recalibrated Prebisch’s priori-
ties. While foreign aid and multilateral loans took a back seat in his policy 
recommendations, the “structural reforms,” the product of the “structur-
alist” approach to inflation he was slow to embrace, took precedence. A 
few years earlier, Prebisch claimed that “there was no other alternative to 
avoid an economic contraction than a well-conceived plan of foreign in-
vestments that filled the gap left by credit restrictions.”79 After the Alliance, 
Prebisch, increasingly concerned about growing external indebtedness in 
the region, insisted that “international resources [were] not a solution to 
external disequilibrium.”80 Disillusioned with international financial co-
operation, Prebisch no longer insisted on foreign aid for development and 
even warned against it in his farewell to CEPAL. His demotion from a lead-
ership position in the Alliance for Progress accompanied by the paucity of the 
distribution of aid led Prebisch to lament the involvement of cepalinos with 
the initiative. “It was us,” Prebisch insisted, “who advocated for industri-
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alization, reaffirmed the impending necessity of agrarian reform, and called 
attention to the falling terms of trade, the need for change in the economic 
structure, and for measures to diminish [international] fluctuations,” and 
yet there was a “tendency to present these ideas as conceived in the United 
States.”81 For Prebisch, cepalino ideas had been captured by the United 
States, and by association, led to the discredit of his own institution. In-
stead of the financial cooperation of the center with the periphery, Prebisch 
came to advocate more forcefully for domestic “structural reforms.” A recent 
convert to cepalino “structuralism,” Prebisch was perhaps coming closer 
to some of his more radical cepalino colleagues who had earlier condemned 
him as conservative for his “monetarist” views on inflation, as discussed 
in the previous chapter. His new manifesto, “Towards a Dynamic Devel-
opment Policy,” began with reforms to the internal structure of these 
countries, including the land tenure and the taxation system. Although he 
officially stepped down as executive director of CEPAL in 1963, Prebisch 
remained the uncontested leader for decades, confronting the crisis that 
ensued.

Allure of Revolutions

While Prebisch terminated his commitment to the Alliance, Furtado began 
his. After almost a decade at CEPAL, Furtado, second in leadership and pres-
tige only to Prebisch, left the institution, disillusioned, in 1957. Prebisch’s 
conservatism, orthodoxies, and censorship vexed Furtado.82 While working 
at CEPAL in Santiago, Furtado had nonetheless solidified his presence in his 
native country. Since he established the cepalino partnership with the BNDE, 
the most important development institution in the country, Furtado main-
tained an extensive network of allies among the tecnicos, the politically 
committed technical functionaries at the BNDE, and other state economic 
institutions as well as among nationalist sectors of the military. The ce­
palino reports carried out under the partnership served to design President 
Kubitschek’s Plano de Metas, the most important development plans in 
the country.83 With the support of this network, he founded and directed 
the economic journal Econômica Brasileira, broadening his influence in 
both academic and policymaking circles and generating what he called a 
nonpartisan, “non-institutionalized political movement.”84 Well connected 
and influential, Furtado assumed the leadership of the development pro-
gram for the Northeast, the most impoverished region in the country, upon 
his return to Brazil in 1958. Three years later, Furtado sought to mobilize 
the Alliance for Progress for his development plan and the Superintendência 



126	Th e World That Latin America Created�

do Desenvolvimento do Nordeste (SUDENE), the federal institution he 
was in charge of.

Comprising nine states of the Brazilian federation and different ecolog-
ical and economic zones, the Northeast, or at least, its representation in 
the national imagination, was dominated by the sertão. The first area of 
Portuguese colonization, the Northeast, developed a sugar-oriented, slave-
based society in the narrow strip of humid areas near the Atlantic Ocean, 
while the rest and vast semiarid hinterland known as the sertão gave rise 
to cattle and agricultural ranches serving the sugar economy. The economic 
structure of the region remained basically intact—dominated by large land-
owners, especially on the coastal areas, and large populations of impover-
ished, landless workers known as sertanejos in the arid ones—during the 
rise and fall of the empire of Brazil in the nineteenth century. The recur-
rent droughts in the sertão generated massive waves of migrants toward 
the coast and even to the richer Center-South and its São Paulo-Rio-Belo 
Horizonte industrializing axis, pushing the Northeastern elites to demand 
federal intervention and assistance. In turn, the Center-South elites resisted 
federal intervention in a region they considered a remnant of a feudal so-
cial order organized in networks of patronage and clientelism in which 
corruption prevailed.85 Driven by the periodic droughts and marked by 
regionalist tensions, the national public discussion about the Brazilian 
Northeast was predominantly defined by the climatic conditions and fo-
cused on relief aid and public works until the intervention of Furtado.

In many ways, Furtado’s development plan for the Brazilian Northeast 
captured the cepalino worldmaking project. Furtado first outlined an eco-
nomic policy for the region when President Kubitschek summoned an emer-
gency task force in August 1958. A severe drought affecting millions as 
well as electoral calculations motivated the president to call the Archbishop 
of Olinda and Recife, industrial leaders, and Furtado, who was then di-
rector of the BNDE, to form a task force and formulate a response.86 
Furtado, who had been thinking about the problems of the Northeast since 
his CEPAL years, expeditiously produced a report titled Operação Nor­
deste. Instead of focusing on natural disasters and the building of water 
reserves, Furtado called attention to the profound income inequality be-
tween the Northeast and the industrializing Center-South, a gap whose size 
was larger than the one between the Brazilian Center-South and the indus-
trialized countries of Western Europe.

Transposing cepalino ideas of center and periphery from the global to 
the national level, Furtado explained that the Brazilian Northeast, as a pro-
ducer of commodities for foreign markets and importer of manufactured 
goods from the Center-South, had experienced a deterioration in its terms of 
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trade that hindered its economic development. The decline in the terms of 
trade combined with a system of exchange that allowed the Center-South to 
appropriate relatively more of the national foreign exchange earnings re-
sulted in both the absolute and relative poverty and underdevelopment of 
the Brazilian Northeast. The Brazilian economy “reproduced the geo
graphical division of labor that had corrupted the development of the global 
economy, with its industrialized metropoles and the primary-producing 
colonies,” Furtado concluded.87 Borrowing the classical cepalino vocabu-
lary, Furtado recast an old problem into familiar but powerful terms.

Furtado’s proposal for the development of the Northeast, along cepal­
inos lines, emphasized the state promotion of new industries, but paid spe-
cial attention to the controversial question of the reorganization of the 
land use. Both went hand in hand. In order to create new, dynamic indus-
trial centers of growth to displace the sugar and cotton exports, the region 
required stable food production for the sertão and therefore a revamp of 
agricultural production and land tenure. Initially, Furtado refrained from 
talking about land reform, an issue that was increasingly important for 
Cubans pushing for revolutions, for cepalinos like Ahumada and Noyola 
and for other social reformers across the region who attributed inefficient 
and impoverishing land use to existing patterns of land tenure. Instead, he 
proposed the irrigation of the dry lands of the sertão, more productive sugar 
plantations, the diversion of some sugar-producing areas in the coastal areas 
to the production of foodstuffs, and the emigration of sertanejos to the 
tropical rainforest areas toward the Amazonian frontier. Despite dismissing 
the agrarian reform and land tenure question as “an issue for politicians 
not experts,” Furtado introduced the problem of land use in the Northeast, 
a particularly sensitive issue for the large sugar landowners and refiners of 
the coastal areas.88 His attempt to be political yet not partisan, provocative 
but not disruptive, was embodied in SUDENE.

To carry out his long-term development plan, Furtado, an institution-
builder and a firm believer in the power of the state, proposed the cre-
ation of the development agency SUDENE (figure 4.5). Reinterpreting the 
blueprint provided by the US Tennessee Valley Authority (TVA), regional 
development agencies multiplied across the world in the early post-World 
War II era.89 In 1943 and 1954 Peru and Colombia, respectively, estab-
lished their own regional development agencies.90 In 1948 Brazil formed 
its own river valley–based autonomous agency as a solution to irrigation 
problems and generation of electric power but after a few years had “led 
a wholly undistinguished existence.”91 In 1958 Furtado proposed his own 
version of a regional development agency, one that purposefully had fed-
eral rather than regional authority and that went beyond public works. 
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He proposed a comprehensive, regionally focused but nationally endorsed 
program. To avoid the piecemeal solutions and emergency responses that 
had characterized past state responses, SUDENE would act as the sole 
coordinating agency for the development of the region. To bridge the gap 
between federal and state interests, the state governors would have a seat 
in the board of the institution alongside representatives from economic 
ministries.

Furtado, who proved to be a skillful politician, received congressional 
approval for his signature project in December 1959. Because of SUDENE, 
Furtado confronted the opposition of some of the federal agents whose au-
thority and financial autonomy was under threat as well as of entrenched 
regional economic interests. But Furtado also rallied the support of the new 
reformist state governors who despised the political machines created 
around the existing agencies; of the Catholic bishops who had supported 
increasing social activism among the rural poor; of the South-Center elites 
who trusted in the technical, nonpartisan project of Furtado and dis-
trusted the backward, clientelist, and corrupt Northeastern elites; and of 
the president himself, who, as discussed in Chapter 3, received the support 

Figure 4.5  Celso Furtado at SUDENE with the Northeast region shown in the 
map behind him. ​ (By permission of Rosa Freire d’Aguiar Furtado.)
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of Furtado and his group of tecnicos in the confrontation with the IMF.92 
The new federal agency, with sweeping powers and unprecedented resources, 
would situate him and his tecnico allies at the forefront of the political arena 
in a few years.

Having institutionalized his idea, Furtado feared for the survival of the 
initiative in the chaotic years that ensued. Although President Kubitschek 
confirmed Furtado as superintendent, that is director of the institution, he 
refrained from displacing Furtado’s opponents in the other federal agen-
cies of the Northeast. During the 1960 electoral year, Furtado recruited his 
staff, prepared the operating plan, and awaited the new president backing 
him and SUDENE. The new president, Jânio Quadros, whom Furtado de-
scribed as grandiloquent yet irresolute, not only confirmed Furtado in his 
position but also raised his position to the cabinet level.93 But the govern-
ment of Quadros was short lived. The president alienated both his sup-
porters on the right, with his sympathy for agrarian reform and nonaligned 
foreign policy, of which the award to Guevara became emblematic, as well 
as on the left with his attempt to implement a “monetarist” stabilization 
plan. Quadros’s impetuous resignation after six months in power left the 
country in profound disarray as the political right and some sectors of the 
military blocked the ascent of labor leader and Vice President João Gou-
lart. The Campaign for Legality, a movement led by nationalist military 
commanders and a labor-endorsed politician, rallied popular support and 
intellectuals close to Furtado, guaranteeing the ascent of Goulart. Although 
he endorsed the continuation of SUDENE and gave Furtado an irresolute 
support, Goulart’s position eroded dramatically in the following years as 
his political allies on the recalcitrant nationalist left drove farther from a 
political right already opposed to Goulart.94 Amid a complicated domestic 
scenario, Furtado searched for allies abroad.

For Furtado, the Northeast was the perfect scenario and SUDENE the 
privileged agency for the implementation of the Alliance for Progress. 
Mostly driven by the news of peasant leagues, social upheaval, and political 
mobilization, there was growing interest in the United States in this partic
ular Brazilian region. The New York Times had raised awareness about the 
extreme poverty in the region, Furtado believed, but had also unnecessarily 
raised the alarms about communist agitation. In an attempt to redirect the 
focus away from the peasant leagues that so interested but also so intimi-
dated the US public, Furtado engaged a reporter from the ABC TV network 
who visited the region and showed her not just the profound inequalities 
between landowners and landless peasants but, most importantly, the plans 
and projects of SUDENE to “overcome antiquated social structures without 
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recourse to violence” in an effort to steer US public opinion toward finan-
cial aid for the Northeast.95 SUDENE offered the United States and its 
Alliance for Progress not just a publicly appealing opportunity for inter-
vention but an already made comprehensive and impactful program of 
economic development that included reform of land tenure and use, and 
social welfare policies. Furtado was convinced that the “clearly superior 
technical level” of his plan would grant SUDENE “priority over other plans 
in Latin America.”96 It would also give the US government the chance to 
break past trends and ally itself with reformist, progressive movements in 
Latin America. Given its technical level and alignment with its goals, 
Furtado was convinced that his project “would fill all the requisites of the 
Punta del Este charter.”97

Enabled by foreign policy expediencies, Furtado enlisted the support of 
the Alliance for Progress for the Northeast. Although Furtado had sub-
mitted SUDENE’s plan and budget since mid-1960, first elections and then 
the political disarray held up its consideration in Congress. Following up 
on an invitation that President Kennedy professed to President Quadros, 
Furtado went to Washington, DC, in July 1961 (figure 4.6). While Kennedy 
wanted to dissuade Quadros from his support toward Cuba and ensure 
Brazil’s support for the Alliance for Progress, Quadros needed significant 
financial assistance for his stabilization plan.98 In that context, the meet-
ings between Furtado and Kennedy as well as between Furtado and State 
Department advisors cemented Kennedy’s interest in the Northeast as test 
ground for US commitment to development and social reform. As a result 
of that meeting, a US State Department technical mission was scheduled to 
visit the Northeast later that year to evaluate the prospects of the pro-
gram. A few months later, Goulart visited Washington, showing support 
for the Alliance for Progress and appeasing the growing US State Depart-
ment concerns that his long-term ties with radical leftist politicians would 
give leeway to Communists in Brazil. Goulart’s commitment to an inde
pendent foreign policy that included rapprochements with the Soviet bloc 
and support for nonintervention toward Cuba notwithstanding, the US 
government approved $131 million for the Northeast in an effort to bol-
ster the Alliance for Progress in April 1962.99 Despite financial commit-
ments to the Northeast, the Alliance for Progress was far from a victory 
for Furtado.

A promoter of the Alliance for Progress, Furtado began to see the limits 
of the partnership very early on. Since his visit with Kennedy in Washington, 
Furtado perceived US attempts to take over. Although the White House of-
ficials were concerned with finding the appropriate financial multilateral 
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scheme to support Furtado’s Operação Nordeste, the State Department del-
egates wanted to propose their own plan and therefore sent a technical 
exploratory mission. Fearing his autonomy compromised, Furtado clari-
fied that the plans for the Northeast were already set and only financing 
was missing. In a compromise solution, the Inter-American Development 
Bank made some initial financial commitments for SUDENE, but a US tech-
nical mission to the Northeast became unavoidable.

The results of that State Department visit to the Northeast confirmed 
Furtado’s apprehensions. Rather than an evaluation of SUDENE and Furta-
do’s plan, the technical mission presented an alternative program for the 
Northeast. Instead of the industrial and agricultural development program 
he had proposed to address Brazil’s regional inequalities and the poverty 
of the Northeast, the US mission program focused on what Furtado called 
“simple façade operations.”100 The US officials proposed the construction 
of fountains, health centers, employment agencies, and the provision of 

Figure 4.6  President John F. Kennedy and Celso Furtado in Washington, DC, 
in July 1961, when the former presented his plan for the Brazilian Northeast as the 
ideal scenario for the implementation of the Alliance for Progress. ​ (Abbie Rowe. White 
House Photographs. John F. Kennedy Presidential Library and Museum, Boston.)
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mobile power generators and mobile health units to address the needs for 
water, electricity, and social services in the Northeast.

Furtado was appalled. First, the US plan for the Northeast was almost 
completely focused on short-term relief solutions. Like Prebisch and Gue-
vara in Punta del Este, Furtado feared that the Alliance for Progress’s em-
phasis on social programs might distract from the priority of development, 
which entailed industrialization and growth, as well as the transformation 
of the relation between global centers and peripheries. The existing schol-
arship on the Alliance for Progress condemns the initiative for its use of 
aid as a tool for foreign policy and for prioritizing economic growth over 
deeper structural reforms.101 Instead, Latin American leading intellectuals, 
including Guevara and cepalinos Prebisch and Furtado, who otherwise were 
adversaries, cast doubts over the Alliance because it veered toward assis-
tentialism rather than overall economic transformation. Such form of 
“social” aid seemed to address the symptoms or the ills of the lack of de-
velopment rather than promote the alleged take-off that could guarantee 
development in the long run. For them, the Alliance for Progress ran the 
risk of becoming a philanthropic initiative rather than a robust program 
of cooperation between global center and periphery.

For Furtado, the plan of the US technical mission was also misguided 
and counterproductive. To achieve high impact on public opinion, the US 
planners insisted on having visual connection to the Alliance for Progress 
by labeling the projects “Alliance for Progress health centers,” “Alliance 
for Progress fountains,” and the like. From Cubans to Americans to So-
viets, it was common practice for global donors of military, financial, or 
ideological aid to imprint their marks and make sure the source of aid 
was revealed.102 However, Furtado feared that the propaganda campaign 
would backfire against the project. It was not only a problem of disclosing 
obvious political motivations in the granting of aid. It also revealed the 
ignorance of the political landscape and recent history of the Northeast. 
Covering the Northeast with pro-American posters would enrage the pro-
gressive forces in the region and further fuel the anti-Americanism that the 
US officials were so eager to combat. It ignored the deep desires of North-
easterners and Latin Americans like himself who believed the orientation 
of development initiatives should come from within, not with “imported 
formulas.”103 Despite the initial rejection, Furtado persisted in his effort to 
enlist Alliance for Progress for his development plan.

Yet, far from collaborating, the Alliance for Progress began to compete 
with Furtado’s SUDENE in the Northeast. Ever since his first visit with Ken-
nedy, Furtado had struggled to make SUDENE the privileged intermediary 
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between the Alliance for Progress’s funding agencies and the Brazilian state. 
Furtado envisioned SUDENE to be the organization receiving and evalu-
ating local proposals and channeling the disbursement of funds. However, 
the official agreement between the US and the Brazilian governments, 
known as the Northeast Agreement and signed in April 1962, supported 
not just SUDENE’s but also the US State Department’s plan Furtado 
had opposed.104 Furthermore, the US government decided to establish its 
own local office of the recently created United States Agency for Inter-
national Development (USAID) precisely in Recife, the capital state of 
Pernambuco and non-coincidentally the location of the headquarters of 
SUDENE. In addition, later that year, the governor of the Northeastern 
state of Rio Grande do Norte circumvented SUDENE and negotiated and 
“impact program” of primary schools and health centers directly with 
the US State Department.105 To defend SUDENE without alienating US 
agents, Furtado convened a meeting with all the state governors and the 
USAID local agents to discuss the allocation of funds of the Alliance for 
Progress’s Northeast agreement, but the authority of SUDENE was fur-
ther compromised as the USAID local agency encouraged direct negotia-
tions between the United States and the Northeastern state governors.106 
By the end of the year, not only was SUDENE undermined but it was also 
caught in a crossfire between the US state officials using Alliance for Progress 
funding to prevent the election of a popular but Communist-supported 
candidate for the governorship of Pernambuco and the said governor who 
defended SUDENE and attacked US officials and the Alliance for Pro
gress.107 Furtado and SUDENE’s position as intermediary of Alliance for 
Progress was eroding.

Furtado’s effort to defend the Alliance for Progress and, in doing so, 
strengthen SUDENE, began to take a toll on him. At the moment, Brazil was 
undergoing a process of extreme radicalization. While the right-wing par-
ties, industrial entrepreneurs, and some experts rallied together in defense of 
economic stability and in opposition to Goulart, the labor movement and 
the recalcitrant nationalist left pushed the agenda of “structural reforms” 
further than Goulart could handle. The position vis-à-vis the United States 
increasingly separated the political right and left, and Furtado was caught 
in the middle. Although the initial activities of SUDENE privileged in-
dustry and infrastructure, leaving aside the policies related to land tenure 
and land use, Furtado was the target of criticism from the vested inter-
ests in the Northeast that claimed he was orchestrating communist activi-
ties, calling him a “saboteur of the Alliance.”108 The claim was echoed by 
a rival economist writing for the mainstream press who accused him of 
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“preparing a totalitarian revolution from the left through his ongoing 
pre-revolution” and “downplaying the need to tame the inflationary process 
even at the cost of lowering investment for development.”109 Meanwhile, 
the increasingly vocal and recalcitrant nationalist left, which advocated 
for debt moratorium and nationalization of foreign corporations, saw his 
support for the Alliance as a betrayal to the cause of social transformation 
and called him an agent of Wall Street, especially after his formulation of 
the Plano Trienal. Furtado’s partnership with the United States in the Al-
liance for Progress gained him numerous critics in an increasingly polar-
ized Brazil.

Yet, despite criticisms and the Alliance for Progress’s subversion of 
SUDENE, Furtado did not renounce the program. Instead, he repeatedly 
tried to save what was left of the Alliance for Progress in an effort to re-
alize his vision of SUDENE, bolstered by the resources and leverage of the 
economic assistance program. He had tried to become the broker or fa-
cilitator between state governors and USAID officials and even expanded 
his program to align with what USAID officials imagined as Alliance for 
Progress goals.110 He had unsuccessfully tried to convince the US authori-
ties that SUDENE was their best bet. In fact, SUDENE was the mechanism 
that could prevent those peasant leagues and rural movements that USAID 
officials so feared “from being exploited by demagogues,” Furtado explained.111 
Despite his efforts, the Alliance for Progress had privileged other political 
allies over him.

Fraught as the Alliance was, Furtado could not support what many in 
Brazil saw as the alternative. “Though I consider myself a man of the left,” 
Furtado explained, “I do not believe in revolution.”112 If the US state of-
ficials lacked an understanding of the problems of the Brazilian North-
east, so did the revolutionaries who followed or were inspired by the 
Cuban model. Like Guevara, whom Furtado met at Punta del Este, those 
advocating for revolution “imagined the peasant leagues to be vigorous 
mass organizations, able to check an initiative of the right” and “under-
estimated the entrenched power structures in the Northeast.”113 Furtado 
believed that the militancy and mobilization of a myriad of students, 
peasants, and workers, whom he sympathized with, “revealed not a de-
mand for revolution,” as many interpreted, but “a demand for economic 
development” that could be achieved by other means. Even more so, those 
advocating for revolution failed to consider the cost in terms of lives and 
of liberties that bringing about transformation through violence entailed.114 
To speak of revolution, Furtado claimed, was also to disregard the demo
cratic institutions, whom he considered a vital and fragile asset of Brazilian 
society.
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By late 1962, however, Furtado joined the chorus of regional policy-
makers who called for a reformulation of the Alliance. The paucity in the 
disbursement of funds and the delays in the implementation of programs 
were certainly wearing down the enthusiasm and confidence in the pro-
gram. Tactful but unambiguous, Furtado began to hint what a few months 
later became the regional consensus: that the Alliance was not perceived as 
a partnership between Latin America and the United States but as an ex-
clusive US initiative.115 That “more emphasis was placed on ‘alliance’ than 
on ‘progress’ ” was the main reason behind the premature failure of the Al-
liance, Furtado declared with a careful choice of words.116 That the deci-
sions of high-level officials as well as technical experts on the ground, like 
those in Northeast, were driven by the attempt to forestall a second Cuba 
was clear to Furtado, but he refrained from saying so. In an effort to “make 
the revolution before the people made it,” Furtado argued more discreetly, 
the Alliance for Progress had lost track of economic development, the main 
goal of the program.

Critical but conciliatory, Furtado’s call for more “progress” and less 
“Alliance” was an effort to get support for another initiative he was re-
cently put in charge of. In late 1962, Furtado formulated a proposal for 
“structural reforms”—including access to land and reform of the un-
equal land tenure system, enfranchisement of the illiterate populations, 
larger access to university level education, and limits to the profits of 
foreign corporations, among others—to rally together what he called 
the “progressive forces” while giving Goulart a solid agenda for the rest 
of his term. Given his leadership in the “structural reforms” program, 
Goulart appointed Furtado as plenipotentiary minister of planning and 
asked him to formulate a national economic development plan to carry 
out those reforms while recovering monetary and financial stability 
amid a deepening economic crisis. What became known as Plano Tri­
enal encompassed an initial stage of gradual monetary stabilization with 
unpopular measures such as limits to wage readjustment, fiscal cuts, and 
credit restrictions, and a second stage, for structural reforms and growth 
promotion. The Plano required substantial economic assistance and 
debt restructuring, which in turn was pending on the action of USAID 
officials, who had been bestowed additional powers in an effort to re-
vamp the Alliance for Progress. Following Furtado’s ideas, President 
Goulart therefore called for the Alliance for Progress to focus less on the 
symptoms of underdevelopment, such as the lack of housing, health, 
and education, and more on “structural” causes and reforms that devel-
opment required and asked for financial support for Furtado’s Plano 
Trienal.117
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However, the Plano Trienal imploded, pushing Furtado toward a rup-
ture with the Alliance. For Furtado, the US financial assistance was the 
mechanism to ensure the political feasibility of the stabilization reforms. It 
provided the means to cushion the impact of the gradual monetary stabili-
zation and, in so doing, guarantee the popular support of the program and 
the political position of Goulart, whose most important base was in the 
labor movement. Although Furtado’s appointment and his Plano Trienal 
were well received in Washington, the position of the US government toward 
Goulart had changed dramatically. Whereas in early 1962, US officials fi-
nancially supported Goulart in an effort to allure him and bolster the Alli-
ance for Progress, by early 1963, the Brazilian negotiators for economic 
assistance met with outward hostility in Washington. The resources that 
were made available did not correspond to the urgency and amount that 
Brazilian authorities required; future disbursements were conditional on 
implementing the policies established by the IMF. The limited financial 
support not only endangered the already weak financial position of the 
country but also bolstered the opposition of the political right already mo-
bilized against Goulart. After popular protests against the stabilization plan, 
Goulart ceded to the pressure of organized labor and did not enforce the 
limited wage adjustment policy, effectively abandoning Furtado’s Plano Tri­
enal.118 By that point, all Alliance for Progress funding for the federal gov-
ernment, including SUDENE, was withheld. As the Alliance for Progress 
went astray in Brazil, Furtado firmly and publicly denounced the United 
States for its “tendency to give a political character to its aid” and for trying 
to “take charge of Latin American development,” limiting the region’s 
autonomy.119

The disenchantment that began with the failure of the Alliance for Pro
gress in the Northeast and continued with the implosion of the Plano Tri­
enal deepened with the military coup that deposed President Goulart a year 
later. Furtado, who had been a staunch advocate of international coopera-
tion and champion of development, became skeptical of both. Amid the 
severe economic crisis that led to the formulation of the Plano Trienal, 
Furtado declared in 1962 that Brazil was “not a sickened economy but a 
vigorous organism” that “had maintained for a long-time now one of the 
largest growth rates in the world.”120 Three years later, Furtado character-
ized the Brazilian economy as undergoing a process loosely referred to as 
“stagnation.” Furtado called attention not just to the deceleration of eco-
nomic growth but also to the collapse or at least regression of the industri-
alization process that underpinned the project of development he had 
defended.121
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For Furtado and other cepalinos, Latin America was undergoing a crisis 
of development. In revisiting the reasons behind the failure of the Plano 
Trienal, Furtado understood that in the absence of economic assistance, 
Goulart was confronted with the difficult choice of having financial insta-
bility or economic recession, both of which meant losing political control 
given the increasing social tensions and divided political positions. Down-
playing the significance of the “entrenched power structures” he had sin-
gled out in the past, Furtado tilted the balance and increasingly decried US 
intervention. “The region is becoming aware that the margin of self-
determination in its search for ways of coping with the tendency towards 
economic stagnation, is being daily reduced as the imperative for US secu-
rity call for a growing alienation of sovereignty on the part of national gov-
ernments,” he affirmed.122 In his ideas and tone, Furtado would become 
increasingly militant, reinterpreting cepalino ideas of center and periphery 
as embryonic forms of anti-imperialism and denunciations of dependency, 
even as he and other cepalinos had fought long and hard for the coopera-
tion between center and peripheries and the fulfillment of the global respon-
sibilities of the world’s hegemonic center.123

Conclusions

Cepalinos’ successive involvement in the Cuban Revolution and the US-
sponsored counterrevolutionary Alliance for Progress proved costly for 
their institution. As cepalinos and their allies flocked to Cuba to occupy 
high-level positions in the revolutionary government, CEPAL established a 
foothold in an experiment that drew the world’s attention and that had 
important repercussions for the global Cold War and for international Third 
Worldism. Former cepalino Boti and Pazos, a cepalino ally, infused the 
economic program of the rebel 26th of July Movement with cepalino ideas, 
but the pace and parallel power structures of the revolution soon turned 
them into defectors. Within a few years of the revolution’s triumph, their 
ideas had been rendered irrelevant to Cuba’s future. CEPAL, as an institution, 
officially renounced Cuba; by doing so, it also renounced its authority to 
speak for and from Latin America.

Given the fiasco of CEPAL’s involvement with Cuba, some cepalinos were 
attracted to the golden opportunity of working with the Alliance for Pro
gress. Yet, rather than bolstering their position and expanding their influ-
ence, the Alliance for Progress undermined these cepalinos. Prebisch, who 
had been at the forefront of regional initiatives and had in many ways paved 
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the way for the Alliance by generating a consensus around international 
cooperation, was lured into and then sidelined from its implementation. 
Meanwhile, Furtado, who saw in the Alliance for Progress the means to 
broaden and deepen the influence of his signature project in the Northeast, 
witnessed his federal agency be recurrently undermined by US policies. 
Although both men aspired to use the reins of the Alliance for their own 
goals, both were sidelined as the United States increasingly sought to use 
the economic assistance program to deter revolution in the region. Though 
champions of regional and national autonomy, Furtado and Prebisch’s co-
operation with the Alliance for Progress broadcast their antirevolutionary 
stance. Yet neither could convince US officials that, despite their criticism 
of US international trade and financial policies, they stood as trustworthy 
partners for the Alliance’s intended goals. Their alignment with the Alliance 
for Progress failed to bring them the influence and sway they aspired to. It 
also cost them political legitimacy among the intellectual left, just as they 
had lost the legitimacy among the intellectual right with their “structural 
approach to inflation.”

The successive impact of revolution and counterrevolution transformed 
the cepalino project from its vanguard position against global inequality 
in the early postwar years to a rearguard movement against social change in 
the early 1960s, initiating CEPAL’s long demise. Just as they did in many 
other areas, the combined forces of revolutionary Cuba and the counter-
revolutionary Alliance for Progress radicalized the positions of those 
battling the war of economic ideas. Many policymakers in Latin America 
applauded Prebisch’s position with regard to Cuba, since they distin-
guished between “economic development through freedom” and “economic 
development through communism.”124 Less than a year after the cepalino 
mission to Cuba ended, Frei, Ahumada, and the rising Christian Demo
crats in Chile were declaring not only their professed and emphatic anti-
Communism but also their enduring anti-Fidelism.125

But for many on the Latin American left, some of whom soon after be-
came dependentistas, CEPAL’s position as the voice of the periphery had 
become severely compromised by Prebisch and Furtado’s relationship with 
the Alliance for Progress. Until 1960 Mexican sociologist Pablo González 
Casanova claimed, “CEPAL had represented a genuine effort to improve 
economic independence and development.” Yet, after they embraced the 
US initiative, cepalinos had renounced their progressive “ideals of economic 
nationalism, González Casanova added.”126 And since the Alliance for Pro
gress itself incorporated many of CEPAL’s central tenets, the failure of its 
projects led cepalinos to question their own assumptions. It was in the early 
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1960s with CEPAL’s position politically compromised for those on the 
left, not in the early 1970s with the emerging neoliberal turn, that the de-
mise of cepalino influence began. Emerging from the tremendous change 
in the political landscape in Latin America’s 1960s, CEPAL’s discredit 
and the soul-searching process it sparked would lead to the emergence of 
a new worldmaking category with dependency theory.



F i v e

Toward Dependency Theory

In the 1960s, as the US-led “modernization theory” was at its peak, new 
ideas were simmering in Latin America and putting cepalinos under pres-

sure. Speaking to broader visions of development in the country, Harvard, 
MIT, and Chicago University experts moved into Washington agencies and 
New York offices to accelerate the transition of the emergent Third World 
from “tradition to modernity.” With a sense of growing political emergency 
to foster the right kind of revolution, modernizers turned theory into prac-
tice. Development loans and aid for large infrastructure projects such as 
dams and irrigation systems aimed to catalyze economic change. Along-
side philanthropic foundations, university researchers and government 
agencies experimented with new technologies to “feed a hungry world” and 
control world population.1 While young volunteers filled the ranks of Peace 
Corps, attracted by the promise of helping those in need and fighting the 
global war on poverty, modernizers in government, foundations, and aca-
demia supported military intervention, violence, and war in the name of 
development and democracy. Combining reformism and force, moderniza-
tion, in theory and practice, became the object of contestation worldwide. 
Yet, in Latin America, those ideas that coalesced into dependency theory 
responded more to local and regional orthodoxies of development than to 
“modernization theory” and Northern ones.

For a new generation of social scientists, coming of intellectual age in 
the apogee of the cepalino project, the organization’s once-radical ideas had 
become orthodoxy. In the early 1960s the cepalino project became severely 
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compromised. The disappointing economic performance in the countries 
with a stronger cepalino presence combined with the controversial posi-
tion of cepalinos with regard to both revolutionary Cuba and the US Alli-
ance for Progress undermined their political and intellectual legitimacy 
within the circles of the intellectual left and gave rise to the idea of an on-
going “development impasse.” Drawing on Marxism and animated by the 
revolutionary fervor of the time, this new generation called into question 
entrenched assumptions of the cepalino project and its ambiguous allies 
across the region, including the nationalist and Communist left.

Although the backlash against cepalinos surfaced across the region, two 
of the most influential and enduring of the new intellectual projects emerged 
in Brazil. The site of almost incomparable cepalino influence and of almost 
unparalleled developmentalist momentum, Brazil was also considered to 
be in a moment of “pre-revolution” in the early 1960s. Two overlapping 
but distinct academic and political circles in São Paulo and Brasilia, respec-
tively, introduced two ideas about the logics of capitalism in the global 
periphery that later coalesced in Chile as “dependency theory.” The first 
of these involved sociologist Fernando Henrique Cardoso and the paulistas, 
and the second, the traveling economist Andre Gunder Frank and what 
would be known as Brasilia group. This chapter follows the early trajecto-
ries of Cardoso and Frank in the convoluted Brazilian landscape, examining 
how the interactions between them and their encounters with cepalinos 
gave rise to two conflicting meanings of dependency that, grouped to-
gether under the term “dependency theory,” became globally influential 
as the theoretical enunciation that, from outside the world’s centers of 
power, presented an alternative to the global North’s theory and practice 
of modernization.

The Development Impasse

Although the enterprise of development reached an apex at the global level 
in the early 1960s, it ran into a profound impasse in Latin America, espe-
cially in Brazil.2 The United Nations inaugurated a global “Decade of De-
velopment,” but the project of “Fifty years of progress in five,” put in place 
in Brazil in the previous decade, came to an end in 1960. While the US 
government revamped its modernization policy and foreign aid institutions 
with the establishment of the United States Agency for International Devel-
opment (USAID), the Banco Nacional de Desenvolvimento Económico (BNDE) 
and the regional agency Superintendência do Desenvolvimento do Nordeste 
(SUDENE), two of the most prominent development institutions in Brazil, 
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lost prestige and resources as rampant inflation and spiraling external defi-
cits dominated the economic policy landscape. As massive infrastructure proj
ects were completed across East Asia, the Plano de Metas for energy and 
transport infrastructure found no continuation in the ill-started govern-
ment of João Goulart, mainly occupied with political survival. Whereas Egypt, 
India, and other countries of the decolonizing world embraced long-term 
planning, the 1963 Plano Trienal, or three-year plan formulated by cepalino 
Celso Furtado, was aborted after a few months amid vocal opposition from 
an increasingly radical left and dwindling support from the political right.3 
Political leaders and institutions quailed in the face of mounting economic 
difficulties and social tensions. The relative political consensus that had 
existed around state-led industrialization and development fractured as new 
social forces that pressed for more radical change frightened former allies 
of the project on the political right. The confrontation resulted in a devel-
opment impasse that culminated in a military coup, deposing the president 
in April 1964 and inaugurating twenty years of military rule in Brazil.4

For both right and left, Celso Furtado represented the development 
project that reached an impasse in the 1960s. Since the early 1950s, Furtado 
had worked persistently to consolidate the cepalino presence in Brazil and 
to defend the now-embattled state-led industrial development project. Ral-
lying together industrialists, policymakers, and academics, he inaugurated 
the policy and academic debate about Prebisch’s notion of center and pe-
riphery and the defense of national industrialization to counteract the fall in 
the international terms of trade. An active public intellectual and institution 
builder, Furtado brought cepalino ideas to the forefront of the policy debate 
and created a wide network of cepalino allies among academic and policy-
makers. In his many books, articles, and conferences, Furtado defended the 
idea that the promotion and protection of a national bourgeoisie and the 
expansion of the national industry producing for the domestic market was 
the path to national and regional autonomy from the ebbs and flows of the 
global economy. By establishing the cepalino-BNDE partnership for devel-
opment planning, Furtado supported the expansion of state intervention 
in economic development. Spearheading the creation of SUDENE, Furtado 
tackled the problem of the national distribution of the benefits of develop-
ment between national centers of power in São Paulo and Rio de Janeiro and 
the impoverished Northeast. Alongside the embattled President Goulart, 
Furtado defended the need for “structural reforms” in the system of land use 
and tenure, taxation, and enfranchisement to overcome the political obstacles 
to development, considered too radical for the right and not radical enough 
for some in the left. In the early 1960s new social forces emerged in Brazil 
demanding more radical change than Furtado’s project had afforded.
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As perhaps the most prominent development torchbearer and minister 
of planning of the fragile Goulart administration, Furtado unavoidably be-
came the target of criticism, especially from the forces of the left. The 
peasant leagues in Furtado’s native Northeast, turning to revolutionary 
Cuba for inspiration and financial support, initiated land invasions and re-
jected Furtado’s development plan Plano Trienal as antinational and 
antipopular. Urban workers and unions consolidated a large and unified 
organization in mid-1962 that opposed the salary freezes proposed by 
Furtado and lambasted him as a reactionary. A new cohort of Catholic ac-
tivists revitalized the national student movement and accused Furtado of 
failing to combat the powerful landholders and serving foreign interests. 
Alongside students and peasants, army junior officials began to organize 
in clubs and associations, demanding better working conditions, and within 
a few years successfully elected a congressman representing “those below.” 
In response to the opposition and clamors of increasingly radical left, 
Furtado, a man who considered himself of the left, clarified with frustra-
tion that he was asked to devise a “plan for governing not for a revolu-
tion.”5 While Furtado insisted that state-led economic development could 
quench the thirst of those in the “pre-revolutionary stage,” the mobiliza-
tion of peasants, students, workers, and junior sectors of the army con-
vinced a new generation of social scientists that Brazil was in a stage of 
“pre-revolution” and that the development project that Furtado defended 
had to be superseded.6 Convinced of the Brazilian prerevolution, the old 
and the new left parted ways.

For a new cohort of social scientists coming of intellectual age after the 
Cuban Revolution, Furtado and cepalinos came to represent the orthodoxy 
of development.7 Intellectuals from Mexico City to Santiago plumbed the 
depths of the ongoing development path. With concepts such as “arrested 
development,” “marginality,” and “internal colonialism,” Latin American 
intellectuals began to capture the growing malaise and the unfulfilled prom-
ises of growth, inclusion, and autonomy of the cepalino-endorsed develop-
ment project.8 In Brazil, the challenge to the Latin American orthodoxies 
of development gave rise to what would be known as “dependency theory.” 
Those to-be dependentistas put into question precisely what Furtado de-
fended: that the national bourgeoisie was the bearer of economic develop-
ment and autonomy. Those like Furtado, who in the previous decade were 
considered progressive men with transformative ambitions, became the 
staid figures of development orthodoxy and obstacles to revolutionary 
change. The project of dependentistas emerged in Brazil, a country beset 
by social tensions and confronting a political deadlock but also experiencing 
an unparalleled zeal and dynamism for development.
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The Brazilian challenge to the orthodoxy of development, however, drove 
a wedge within the rising intellectual left. Two distinct but overlapping in-
tellectual projects emerged: one in the modernist and futuristic city and 
University of Brasilia, the quintessential product of the development hu-
bris, and the other in the industrial and modern city of São Paulo, the 
locus of the coffee economy and the country’s industrial powerhouse. Each 
of these undertakings confronted the assumptions of the worldmaking 
project of cepalinos. In their effort to consolidate their position in Brazil, 
cepalinos built alliances with the nationalist left, and their ideas became 
ammunition for the Communist left. Their institution and their ideas had 
been the fulcrum of the political support for the bourgeoisie. Politically con-
tentious but intellectually inspiring, the cepalino project was a tough bite 
to swallow. It was in resolving this tension that the projects of the Brasilia 
group and the paulista collective both fostered and fractured the theory of 
dependency.

“Development of Underdevelopment”

In January 1963, after a year and a half of travels, German-born, US-
educated economist Andre Gunder Frank settled temporarily in Brasilia. 
Frustrated with the American academy and fed up with the comfortable 
yet complacent life in the North American suburbs, Frank had taken a leave 
of absence from his position as assistant professor at Michigan State Uni-
versity in 1960 to travel the world. Initially expelled from the University 
of Chicago’s graduate program in economics, Frank returned to the insti-
tution’s Center for Economic Development and Cultural Change, one of 
the strongholds of modernization theory. He obtained his doctorate from 
Chicago with a short dissertation on agriculture in the Soviet Union, which 
was also the first destination of his world tour. After a brief stint at the 
Massachusetts Institute of Technology’s Center for International Studies, 
where Walt Rostow’s theories of stages of economic growth and other clas-
sics of modernization theory were developed, Frank began a sojourn that 
lasted over two years and included Eastern Europe, Africa, and finally Latin 
America. It was his month-long stay in revolutionary Cuba that most fun-
damentally transformed his personal and intellectual trajectory as that of 
many North American intellectuals of his generation.9

Once at the core of the modernization theory social scientific enterprise, 
Frank resigned definitely to Michigan, the US academia, and the intellec-
tual program that, in his words, “impeded more than speed up economic 
development.”10 Bert Hoselitz, Frank’s advisor and one of the most promi-
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nent theorists of modernization, attributed his pupil’s decision to Frank’s 
relentless procurement of only “geniuses” and his “intolerance to simple-
mindedness.” Part of the purpose of this “voyage of discovery” was to 
“understand underdevelopment from the perspective of underdeveloped 
countries.”11 In his Latin American exploration, Frank visited Mexico, 
Guatemala, Peru, Venezuela, and Chile, finally settling in Brasilia.

Constructed in just four years, Brasilia was the symbol of Brazil’s search 
for development and modernity. It was the visible representation of the 
“50 years of progress in 5” program designed to accelerate industrial de-
velopment. Located in the interior of the country, the new capital city was 
an attempt to leave behind the remnants of Portuguese coastal coloniza-
tion. Brasilia was conceptualized as a departure from the Atlantic-facing, 
imperial-era capital, Rio de Janeiro. In contrast to the European-inspired 
neoclassical architecture that dominated in Rio’s nineteenth-century li-
braries, theaters, and government buildings, Brasilia, with its curved lines 
and wide-open spaces, was the product of Brazilian modernism. World-
renowned Communist architect Oscar Niemeyer, who also designed the 
UN building in New York City, and urban planner Lucio Costa envisioned 
Brasilia as a place where the class and racial segregation that defined Rio 
and other cities in the country disappeared.12 In Brasilia, the futuristic-
looking and emblematic city of the Brazilian development project, ironi-
cally Frank crafted a critique of that same project.

As lecturer on sociology at the Universidade de Brasilia in early 1963, 
Frank found a space in the group led by Theotônio dos Santos, one of his 
students, who would become a pioneer and missionary of dependency 
theory in Chile years later. Established in 1962, two years after the inau-
guration of the city itself, the Universidade de Brasilia revived a defunct 
project of democratization of education of the Vargas era while simulta
neously inaugurating a new intellectual center away from the political 
power of Rio and the economic power of São Paulo.13 Despite its bare-bones 
existence, the university and the city engaged many important Brazilian 
intellectuals, including anthropologist Darcy Ribeiro and educator Anísio 
Teixeria, who saw in the institution an opportunity to start anew. Ri-
beiro and the Universidade de Brasilia attracted dos Santos, who after 
completing undergraduate studies in public administration and sociology 
at the federal university in his native Minas Gerais, moved to Brasilia in 
1962 to begin a master’s program in political science, after which he became 
an instructor.14

The political militancy of the Brasilia group captivated Frank. The Brasilia 
group that, aside from dos Santos, included sociologists Vânia Bambirra 
and Ruy Mauro Marini was also involved in Política Operaria (POLOP). 
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Established in 1961, the new political organization brought together uni-
versity students from the states of Rio de Janeiro and Minas Gerais who 
were dissatisfied with the dogmatism and orthodoxy of the political left. 
While the Communist Party and the nationalist forces of the left defended 
the project of a bourgeois, democratic revolution and an alliance between 
workers and industrialists against the archaic landowning elite, POLOP 
aimed to foster a “true working-class movement” that united peasants and 
urban workers to bring about the socialist revolution.15 Reunited again in 
Brasilia, dos Santos, Bambirra, and Marini established a reading group on 
the classic works of Marx, following the model of that established by the 
paulistas in their “Marx seminar.” While Frank reinforced the Marxism of 
his mentors Paul Baran and Paul Sweezy in the Brasilia group, dos Santos 
and his fellow partners introduced Frank to the political effervescence of 
what they believed was the Brazilian “pre-revolution.”16 The intellectual 
and political effervescence of Brasilia shaped Frank’s project.

With dos Santos and the rest of the Brasilia group, Frank began to plunge 
into the analysis of economic development from and for Latin America. 
Doing so entailed positioning the Brasilia group vis-à-vis cepalinos, the 
dominant point of reference in the region. In 1962, just before Frank ar-
rived in Brasilia, dos Santos and Bambirra enrolled in one of the cepalino-
BNDE training courses on economic development. In the course, they 
familiarized themselves with cepalino ideas about center and periphery 
and with Prebisch’s thesis about the long-term decline in the international 
terms of trade. They were instructed in the cepalino project of economic 
development that included the industrialization of the periphery and the 
expansion of the domestic market to counteract the global inequality in 
the gains from international trade.

These cepalino alums began to distance themselves from their teachers. 
While dos Santos criticized cepalinos for associating themselves with the 
Brazilian “national bourgeoisie” and privileging a national, democratic, and 
bourgeois revolution as the path to development, Marini attacked cepal­
inos for giving intellectual ammunition to the Brazilian Communists in their 
defense of the Soviet strategy of propounding an anti-imperial and anti-
feudal, bourgeois revolution in the Third World.17 The result of the exchanges 
between Frank and the Brasilia group about Marxism and cepalino ideas was 
his major opus, Capitalism and Underdevelopment in Latin America.

Among others aims, Frank conceived Capitalism and Underdevelopment 
as a frontal attack against cepalinos. As Frank moved between Brasilia, Rio, 
Santiago, and Mexico City, the project gradually took shape. It was the 
result of Frank’s “voyage of discovery in the region,” and a collection of 
essays whose most relevant ones were on Chile and Brazil. According to 
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Frank, cepalinos like Chilean Aníbal Pinto had failed to understand the true 
origins of underdevelopment. Whereas cepalinos affirmed that the obsta-
cles to development were the result of the international division of labor 
established in the late nineteenth century during the so-called Pax Britan-
nica, Frank argued that “underdevelopment” began with the Iberian em-
pires and the integration of Latin America to the world capitalist system. 
Frank accused cepalinos of defending the “inaccurate view that Chile had 
a closed, recluse, subsistence economy throughout the centuries before po
litical independence” and that “subsequent underdevelopment was the result 
of development ‘towards the outside,’ ” that is, the production of primary 
products for the global economy since the late nineteenth century.18 For 
his critique of cepalinos on what he called the origins of “underdevelop-
ment,” Frank drew substantially from and quoted extensively from Ar-
gentine economic historians such as Sergio Bagú and Silvio Frondizi.19 
Based on their work, Frank argued that capitalism, not feudalism, char-
acterized the Latin American economy since colonial times. “Because 
capitalism was already underdeveloping the country throughout the three 
centuries before independence,” Frank claimed, cepalinos were wrong in 
assuming that “a reorientation of development from the global to the 
national economy could save Chile from underdevelopment.”20 While ce­
palinos identified the current unequal pattern of international trade between 
center and periphery as the main obstacle to development, Frank contended 
that capitalist development itself was the main source of underdevelopment 
in the periphery.

Similarly, Frank challenged cepalinos and their view of underdevelopment 
and development in Brazil. A leading cepalino and a noted policymaker, 
Furtado figured prominently in Frank’s work. Frank had two critiques 
against Furtado: one conceptual and one political. Conceptually, Frank 
rejected Furtado’s interpretation that there were two Brazils: one industrial 
and modern, centered on the São Paulo region, and another one backward 
and impoverished, the most emblematic example being his native North-
east. Although Furtado had spoken at length about how entwined the two 
Brazils were when he presented the Operação Nordeste, Frank condemned 
Furtado for failing to comprehend that Brazil was a single, capitalist eco-
nomic structure since the moment of Portuguese colonization rather 
than a combination of a capitalist, on the one hand, and precapitalist or 
semifeudal Brazil, on the other.21 Based on his assertation that capitalism, 
not feudalism, shaped the region since colonial times, Frank claimed that 
underdevelopment in Latin America, observed from the vantage point of 
Chile and Brazil, originated in the region’s “incorporation into the world 
capitalist system since the 16th  century.”22 This historical insertion of 
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Latin America as producer of primary products and raw materials for 
the global capitalist system was behind the stagnation of agriculture and 
the overall underdevelopment of the national economy.23 This thesis be-
came known as the “development of underdevelopment.”

Politically, Frank denounced Furtado as a “leading ideologue of the bour-
geoisie” for affirming that state-led, industrial development was the path 
to economic development and autonomy.24 According to Frank, Furtado 
asserted that “that through a rising national capitalism, Brazil almost got 
out of the grip of the world imperialist system,” failing only because of the 
fall in the international terms of trade after 1955.25 Furtado believed that 
the cepalino proposals of industrialization and cooperation between center 
and periphery were in fact the road to development and autonomy. In other 
words, Furtado was convinced Brazilian development was possible. Instead, 
Frank argued that a metropolis like São Paulo, itself a satellite of the world’s 
hegemonic power, simply could not achieve autonomous development. Like 
dos Santos and the Brasilia group and unlike Furtado and some cepalinos, 
Frank asserted that the “bourgeoisie could not carry out the national lib-
eration process.”26 It was against cepalinos that Frank’s “development of 
underdevelopment” thesis emerged in Brazil.

Yet, though he was critical of cepalinos, cepalino ideas had been crucial 
for Frank and his world system perspective. Upon his arrival to the region, 
Frank thought of development problems in Latin America “largely in terms 
of domestic factors,” including “capital scarcity, feudal and traditional in-
stitutions that impede savings and investment, and concentration of power 
on rural and backward elites.”27 However, the prevailing ideas about eco-
nomic development in the region were very different. The relation between 
center and periphery and their impact on development was foundational 
for the cepalino project and became foundational for Frank as well. “CEPAL 
[Economic Commission for Latin America] has emphasized the importance 
of foreign trade for the problems of domestic development” and has “sug-
gested that recent historical trends in international trade have been prejudi-
cial to Latin American development possibilities,” he asserted. Frank pro-
posed to expand on that intuition to “examine sources earlier in the national 
and even the colonial periods” to “deepen our understanding of Latin Amer
ica’s trade relationship with the rest of the world and its domestic structural 
consequences for development.”28 With the cepalino insight in mind, Frank 
had conceptualized a project on the long-run economic history of Latin 
America that led to his “development of underdevelopment” thesis and 
his challenge to cepalino orthodoxy.

Despite what seemed a devastating critique, Frank, like the new genera-
tion of Brazilian and Latin American intellectuals he had encountered, could 
not completely forego the cepalino project. In his course at the Universidade 
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de Brasilia, Frank mapped out the global enterprise of development into 
the categories of myths and realities.29 The ideas of modernization theo-
rists and the development experts of the global North were undoubtedly 
categorized as myths. Walt Rostow’s idea of the stages of economic growth, 
Ragnar Nurkse’s idea of balanced growth, Ricardo’s notion of compara-
tive advantage on international trade, and the Communist Party’s popular 
front strategies were clearly classified as myths of development. But Frank’s 
analysis of cepalinos was more complicated.

For Frank, cepalinos and their ideas occupied a space between myth and 
reality. While the cepalino, or “structural,” approach to inflation, which he 
considered not too different from the Keynesian or neoclassical models, was 
classified as a myth, Prebisch’s notion of center and periphery, Pinto’s idea 
of “arrested development,” or the idea that production for the global 
economy hindered development, and Furtado’s historical analysis of eco-
nomic development, in which he incorporated Portuguese colonization, ap-
peared in Frank’s scheme as the “realities” of underdevelopment. Even 
though Frank’s confrontation with cepalinos would heighten in the years 
to come, their ability to situate development within the historical expan-
sion of global capitalism became the foundation for Frank’s project and 
made it groundbreaking at the global, if not the regional, level where ce­
palinos had already filled that role. Years later, when Frank revisited what 
came to be known as “dependency theory,” he admitted with disillusion 
that cepalinos and dependentistas were “perhaps less different than some 
of us would like to have had it.”30

Nonetheless, at the time, Frank’s “development of underdevelopment” 
undermined the development enterprise that many, including Goulart, ce­
palinos, and their allies in the Communist and the nationalist left, were in-
vested in. Frank concluded that “national capitalism and the national 
bourgeoisie do not and could not offer any way out of underdevelopment” 
as cepalinos and their allies assumed.31 The problem of underdevelopment 
was not about the size and degree of control over foreign capital as many 
nationalists assumed, nor the terms of international trade for the periphery 
of the global system as cepalinos insisted, nor the lack of modern entrepre-
neurial elites as the modernization theorists imagined. Rather the problem 
with development was that it was capitalist. The solution was therefore un-
dertaking a socialist revolution, without attempting to pass through a 
bourgeois, democratic revolution as the Communist parties advocated. 
Frank was therefore on a mission to reorient the debate about development 
and capitalism in Latin America in order to pave the road for socialism.

Despite having recently encountered the region, Frank considered his 
thesis to be a product for and from Latin America. “When I got to Latin 
America a year ago,” Frank confessed to Rodolfo Stavenhagen, Mexican 
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anthropologist and one of Frank’s intellectual partners, “I naturally thought 
that Latin America was feudal, or at least its agriculture and countryside.” 
The young and old generation of intellectuals he encountered, their ques-
tions and ideas, had pushed Frank in a different direction. “I began to see 
the matter as you describe it and as it is seen by my Marxist friends in Brazil 
here at the university and many others,” he confessed.32 Unfamiliar with 
the classics of Marxism and thus unwilling to cast himself as a writer in 
the Marxist tradition, Frank instead saw his ideas as the product of the 
practice of revolution and his Latin American intellectual milieu.33

Not only was his book a Latin American product but his audience was 
also Latin American. Frank had come to understand his intellectual project 
to be about telling “people in underdeveloped countries what political 
economy of growth might serve them.”34 He was exasperated with the delay 
that the English publication was causing for the Spanish translation. So 
Frank clarified for his Monthly Review editors that the “book was written 
for a Spanish and Portuguese audience” and the “publication in English 
was only incidental.”35 Despite the misgivings of his editors in the United 
States, his fight was against the development orthodoxies in the region.

Frank found a space within a vibrant network of intellectuals in Brazil 
whose focus was capitalist development in Latin America and Latin Amer
ica in global capitalism. He found these intellectuals waging a battle against 
cepalinos and their allies, one that he assumed as his own. Reclaiming one 
of their fundamental insights about center and periphery, Frank elabo-
rated a long-term view of the historical evolution of the capitalist world 
system. Framed in the language of metropoles and satellites, Frank’s “de-
velopment of underdevelopment” thesis broke new ground in the global 
debate about development and was recognized as the founder of a new 
paradigm. But the group to which Frank belonged was as vibrant as it was 
diverse. Some of those whom Frank conceived as partners in a new intel-
lectual project viewed Latin America, its economic development, and its 
place in global history very differently. They rebuked his “development of 
underdevelopment” thesis first, and years later, after their theses had be-
come “dependency theory,” contested his claim to speak for and from the 
region.

“Dependency and Development”

One of those intellectuals who shaped and defied Frank’s view of capitalism 
in Latin America was Fernando Henrique Cardoso. In what was a forma-
tive year for their respective intellectual projects, Cardoso and Frank, be-
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longing to different but overlapping circles, met several times in the tumul-
tuous 1963. Frank spoke of Cardoso and the São Paulo, or paulista, group 
as “forward looking, relatively independent Marxists,” who “largely 
subscribe[d] to the development of underdevelopment thesis.”36 For Frank, 
Cardoso and his group were partners in what he called an alternative po
litical economy of development. Like Frank, dos Santos, and the Brasilia 
group, Cardoso and the paulista group defied the old intellectual left and 
its project of economic development based on a bourgeois revolution. Yet 
Cardoso and Frank would soon part ways. The exchanges between them 
and especially their interaction with cepalinos transformed their intellec-
tual projects and would make “dependency theory” a battlefield. Although 
both became directly involved with cepalinos, only Cardoso captured and 
was captured by the cepalino project.

Alongside Frank, Cardoso, a young sociologist based at Universidade de 
São Paulo (USP), entered and transformed the debate about development 
and capitalism in Latin America. Born in Rio de Janeiro in 1931 within a 
family of military tradition and active in politics, Cardoso moved to São 
Paulo, the emerging industrial and economic center of Brazil, when he was 
about to start secondary school. Failing to pass all the requirements to study 
law, Cardoso entered the Department of Social Sciences at USP in 1949 in-
stead. With the exception of a brief writing fellowship in Paris in 1963, 
Cardoso’s formative academic years were in São Paulo. He was an under-
graduate, master, and doctorate student, professor and researcher at USP, 
shaping what was becoming the influential Paulista School of Sociology.37 
In May 1964, escaping the military intervention, Cardoso left Brazil to join 
CEPAL, a decision that profoundly altered his intellectual trajectory and 
led to the formulation of the “dependency and development” thesis.

Cardoso’s São Paulo was a bustling city. Founded in the mid-sixteenth 
century, São Paulo remained a poor and provincial town until the late eigh
teenth century when the sugarcane industry picked up again, but the city 
really flourished in the late nineteenth century when the spur of the coffee 
industry made Brazil the world’s largest producer. With the construction 
of the railroad system moving coffee from the interior of the São Paulo state 
to the port city of Santos, the city of São Paulo became the home of the 
coffee barons as well as former slaves and European immigrants, sprawling 
into a growing metropolis that by the 1920s was also a leading manufac-
turing center. By the mid-twentieth century, when Cardoso and his peers 
sought to reorient the sociology program, São Paulo had become the symbol 
of progress and modernity, with its bourgeoning skyscrapers and multi-
plying cultural centers. USP and the paulista sociology group bore the im-
print of their founders, São Paulo’s coffee and industrial elite, who, after 
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losing power to Vargas in the early 1930s, sought to create an intellectual 
counterweight to the imperial Rio.38 Cardoso and the paulista social scien-
tists strived to displace the Rio-based intellectuals that had dominated the 
debate about economic development in Brazil.

Unlike dos Santos and the Brasilia group to which Frank adhered, Car-
doso and most members of the paulista school were not militants (figure 5.1). 
As graduate students, Cardoso and his group of friends transformed their 
social weekend gatherings over coffee and beer into an informal seminar 
about Marx’s Capital and other Marxist theoretical texts—an idea later 
replicated by the Brasilia group—that profoundly shaped their academic 
trajectory.39 For the paulistas, the rediscovery of Marxism was intellectu-
ally inspiring but not politically mobilizing. Even though Cardoso distanced 
himself from the Communist Party after the denunciations of Stalin’s po
litical crimes in the mid-1950s, he continued his work as editor of the 
journal Fundamentos, the academic arm of that party.40 In a Weberian style, 
Florestan Fernandes, Cardoso’s mentor and the architect of modern soci-
ology in Brazil, at that time defended the academic over the political voca-
tion. Fernandes, Cardoso, and other members of the group often published 
in Revista Brasiliense, a journal committed to adapting Marxism to the 
Brazilian reality. Theirs was a project of intellectual more than political 
transformation.

Despite defending the academic vocation, Cardoso was politically involved 
within the forces of the left. In the early 1950s, Cardoso collaborated with 
his uncle and other nationalists in the campaign for the nationalization of 
petroleum fields knows as “Oil is Ours” and later on, participated in his 
father’s electoral campaign for deputy for the state of São Paulo. As repre-
sentative of the alums first and then of faculty at the top-level University 
Council, Cardoso gained prominence in the university political landscape. 
Rallying the forces of the left and obtaining the respect of the right, Car-
doso helped unseat a very conservative chancellor and collaborated in the 
creation of the São Paulo state fund for academic research.41 Through these 
exchanges with the political and economic elite of São Paulo, Cardoso built 
the resources necessary for a new endeavor.

In the early 1960s Cardoso and the paulista school inaugurated a broad 
research program. The new cohort of paulistas aimed for a changing of the 
guard. Titled “Economy and Society in Brazil: Sociological Study of Un-
derdevelopment,” the research program marked a departure from the 
topics and methods that had characterized the school since Florestan Fer-
nandes and a cohort of Brazilians took command of the social science pro-
gram after the departure of the foundational French academic contingent.42 
The new program moved away from the focus on indigenous communi-
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ties, Afro-Brazilians, and urban folklore that had characterized the pau­
lista school under Fernandes. It replaced ethnographic methods with large-
scale surveys and adopted structural analysis and dialectics instead of 
functionalism as the theoretical approach. It turned to São Paulo, the largest 
manufacturing region in Latin America, as the privileged site to assess the 
transformations industrial capitalism was bringing about in Brazil.43 Ac-
cording to one of the founding members of the “Marx Seminar,” they read 
Capital in order to rethink Brazil: to imagine how to foster development. 
Since the group expected to contribute to the most pressing political ques-
tions of the day, the program focused on the role of industrial elites, the 
labor movement, and the state in economic development.44 To carry out 
the program, Cardoso marshaled the financial support of progressive São 
Paulo industrialists, the state government, and the University of Paris and 
founded the Centro de Sociologia Industrial e do Trabalho (CESIT). With 
the center and their project of the industrial society in Brazil, the paulistas 
encroached on what had been the nationalists’ and cepalino territory.45

Cardoso’s Entrepreneurs and Economic Development was the first re-
sult of that attempt to challenge the orthodoxies of development. Based on 
anecdotal use of surveys with industrialists carried out in the turmoil of 
the early 1960s, Cardoso challenged the idea of the national entrepreneurs 

Figure 5.1  Fernando Henrique Cardoso (on the left corner) and some members 
of the Paulista school of sociology, n.d, approximately 1960 to 1962. ​ (Acervo Pre-
isdente Fernando Henrique Cardoso.)
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as the bearers of autonomous economic development, the main assump-
tion of both cepalinos and the nationalist left. According to Cardoso, the 
analysis of cepalino Celso Furtado was indifferent to what Cardoso called 
“the social forces [classes] that bore and oriented development.” Although 
cepalinos had incorporated the global system of power—the unequal rela-
tions between developed and underdeveloped countries—in their analysis, 
they had also “removed the political nerve from history.” Though Furta-
do’s was a “brilliant analysis of the economic system,” it reduced the pro
cess of economic development to abstract economic forces, Cardoso 
claimed. Furtado and cepalinos had failed “to even pose the question of 
how and why would the Brazilian entrepreneurs, in a country inserted in 
the global economy as producer of raw materials and primary products, 
would strive for national autonomy.”46 That national entrepreneurs were 
invested in economic development within the nation-state and that national 
industrialization entailed economic autonomy was taken for granted by ce­
palinos and their nationalist allies in a politically independent country like 
Brazil. Instead, Cardoso analyzed the conflicting interests and competing 
classes and the national politics of development.

The politics of the bourgeoisie began to transpire in the political turmoil 
that culminated in the 1964 military coup.47 Amid growing inflationary 
pressures and declining economic activity, the government of Goulart was 
effectively besieged between the forces of left and right. Marginal until late 
1963, some sectors of the Brazilian bourgeoisie, especially those in part-
nership with foreign capital, began to mobilize against Goulart, tilting the 
already delicate balance of political forces.48 Highlighting the divisions 
within the national bourgeoisie, Cardoso showed how, as a class, the Bra-
zilian bourgeoisie had so far wavered in its political alliances, transforming 
itself from the bearer of national development to the cornerstone of the de-
velopment impasse. To solve its demand for larger amounts of capital, the 
Brazilian bourgeoisie wavered between an alliance with the state or with 
the foreign capitalists, both of which threatened its pretense to hegemony. 
Imagining itself as both part of the people and of the ruling class, the bour-
geoisie, at times allied with the popular sectors out of fear of immobility, 
and at times allied itself with the traditional landowning, agro-exporting 
elites, out of fear of revolution.49 For Cardoso, the constant swing or rather 
threat of a swing from revolution to counterrevolution, from coups to coun-
tercoups that had characterized the populist postwar era, was the product 
of a bourgeoisie that, situated in the periphery of the global economy, vac-
illated between an alliance with international capitalists or with the 
popular forces for national development. Through his direct encounter with 
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cepalinos, Cardoso would transform his insight about the constraints of a 
national bourgeoisie in the global economic periphery into the fully-fledged 
notion of dependency.

While Frank’s journey almost ended in Brasilia, São Paulo was the begin-
ning of Cardoso’s trajectory. With his “development of underdevelopment” 
thesis, Frank launched a project that he believed represented the thrust 
of the Latin American intellectuals he met in Brazil, including Cardoso and 
the paulista group. And to a certain extent, he was right. Those intellec-
tuals, like many others of his generation, aimed to challenge cepalinos and 
others who represented the orthodoxy of development and who had been 
convinced of the emancipatory power of the national bourgeoisie. With that 
purpose in mind, Frank disputed the idea that underdevelopment was 
the result of remnant feudal structures, which could be overcome only by 
the triumph of the national bourgeoisie. Meanwhile Cardoso contested the 
notion that development was the product of a national, cross-class front 
against foreign interests with the bourgeoisie at the forefront.

This common aspiration notwithstanding, Frank and Cardoso thereafter 
parted ways. Already prescient in their initial formulations was Frank’s 
focus on capitalism as an external social force in the region and Cardoso’s 
interests in the internal political economy of development. Whereas Frank 
was briefly recruited for CEPAL but ended up in conflict with cepalinos, 
Cardoso joined, stayed, and rose through their ranks.50 Whereas Frank’s 
perspective of the “development of underdevelopment” was almost fully 
crafted by the time he left Brazil, Cardoso’s interpretation came together 
when he moved to Santiago, where, among cepalinos, he wrestled with their 
project and advanced the notion of “dependency and development.”

After the military coup in April 1964, Cardoso was on alert. The campus 
of the Universidade de Brasilia had been raided by police forces. Faculty 
in São Paulo, Rio de Janeiro, and Recife were imprisoned. Private and 
public libraries were purged of allegedly subversive materials.51 Cardoso 
feared the reappraisals of a military that had embraced anticommunism 
and feared politicization at any level.52 After hearing rumors that the mili-
tary waited for him, Cardoso went into exile two weeks after the military 
coup. A year earlier, Spanish Civil War emigré José Medina Echavarría, 
the only sociologist among cepalino economists, had recruited Cardoso to 
produce a report on the Brazilian entrepreneurs as part of his and CEPAL’s 
broader project on the “social aspects of development.”53 With a previous 
foot in the door, after a monthly sojourn in Argentina, Cardoso obtained 
a permanent position at CEPAL in Santiago.
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His departure left his colleagues in São Paulo initially perplexed. The “ex-
pected ‘witch hunt’ had not materialized and it might not even happen,” 
they claimed. Many thought Cardoso had overreacted. Fernandes explained 
to his dearest disciple that, unlike him, he could not simply “abandon the 
boat” and “resign from his responsibilities.”54 Cardoso’s colleagues also 
disproved his decision of joining CEPAL. Leaving for an international in-
stitution with a better pay and diplomatic status hardly fit the image of an 
engaged intellectual in exile. Instead of “a young man with deep eyes, sloppy 
hair, and unshaved beard writing subversive pamphlets from a cold base-
ment” while trying to make ends meet, Cardoso wore a tie and suit and gained 
access to the tariff-free, imported cars that had become a cherished privi-
lege (and business) of many CEPAL functionaries in Santiago55 (figure 5.2). 
From São Paulo, the work at Santiago did not exude confidence on intel-
lectual commitment and creativity. For Fernandes, stultifying bureaucra-
cies, routine reports, and growing personal ambitions made the work at 
international organizations “uprooting” and “desensitizing.”56 But behind 
recriminations and bitterness lay profound anxieties about the prospect of 

Figure  5.2  Fernando Henrique Cardoso in his office at CEPAL in Santiago, 
1965. ​ (Acervo Presidente Fernando Henrique Cardoso.)
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intellectuals in Brazil and in Latin America. Going abroad was already an 
option for many young and talented sociologists, but with the coup, “exit 
could turn into a flight,” Fernandes feared.57 Content with the safe landing 
of a friend, Fernandes and the paulista group nonetheless felt the loss of a 
colleague.

When he arrived in Santiago in May 1964, Cardoso found cepalinos in 
disarray. They were at a loss after the twin fiascos of revolutionary Cuba 
and the Alliance for Progress. The political uncertainty was aggravated by 
an economic slowdown. The overall rate of development in the region had 
decelerated since 1958. Instead of shielding the region from the tyranny of 
global markets, economic development increased the external vulnerability 
of the region, shaking one of their main assumptions to the core. The rou-
tine activities of the institution—annual surveys, numerous country studies, 
training courses, regional forums, and in-country missions—were weighing 
heavily on the creative and intellectual capacity of cepalinos and an insti-
tution already affected by the departure of core members such as Regino 
Boti, Celso Furtado, Juan Noyola, and Jorge Ahumada. They were con-
fronting what was perhaps the most important turning point in their tra-
jectory and their legacy was at stake.

The first response of cepalinos to what had been gradually surfacing as 
a development impasse was an institutional overhaul. The idea of creating 
an institution parallel to CEPAL had been tentatively discussed within the 
UN administrative circles.58 The Alliance for Progress renewed the enthu-
siasm with international cooperation for development, guaranteeing finan-
cial resources for what became the Instituto de Planificación Económica y 
Social (ILPES). Established in Santiago in mid-1962 and with the financial 
support of Latin American governments, the UN Special Fund, and the 
Inter-American Development Bank (IADB), ILPES was supposed to take 
over from cepalinos the training programs and planning missions that had 
come to dominate their agenda. They had devoted themselves to planning, 
training, and advising and had lost the space and momentum for intellec-
tual vitality. They had been “living on an accumulated fund of theoretical 
interpretation which had not been progressively renewed or increased,” 
Prebisch explained. But too much attention to practical problems turned 
economists into “empiricists, excessively pragmatic in their approach,” 
while with too much research and theoretical work, got them “far removed 
from real-life problems in Latin America,” he added.59 The time had come 
to shift the balance again. The new institution gave cepalinos the opportu-
nity to liberate CEPAL for more theoretical and creative endeavors. Celso 
Furtado, who after leaving cepalinos years earlier was coming back to the 
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fold, concurred. “The legacy of the new institute, just as the legacy of 
CEPAL today, will be evaluated with regards to the research endeavor,” he 
claimed.60 It was time for a reorientation of the cepalino project.

As they had come to represent the orthodoxy of development, cepalinos 
opted to look back. Originally published in 1949, the text that introduced 
the lexicon of center and periphery and that became the symbol of the ce­
palino approach to development, by 1961, had acquired the status of a 
“manifesto.”61 In 1962 cepalinos republished that “manifesto,” initiating 
a process of examination of their own ideas and policies.62 In their quest 
for renewal, cepalinos also embarked in two large projects to revisit the 
postwar trajectory, one on the impact of foreign capital on the industrial-
ization of the periphery and the other on the postwar development trajec-
tory in the region.63 María da Conceição Tavares, a Portuguese-born but 
Brazilian-trained economist and one of the few female economists at the 
institution—to whom this book returns in the Epilogue—also revisited the 
Brazilian case. She argued that the development project that cepalinos en-
dorsed “qualitatively changed the character of the country’s dependence” 
on the global economy.64 Once at the forefront of development ideas, ce­
palinos were themselves taking a step back.

While Prebisch—the truly old-timer—was at the United Nations Con-
ference on Trade and Development (UNCTAD), further discussed in 
Chapter 6, Celso Furtado, who had come to Santiago after the military 
coup in Brazil, took the lead of examination and renewal. At the core 
of the cepalino group for almost a decade, Furtado had left the institu-
tion disillusioned by rising internal frictions and the limits of interna-
tional civil service. As the head of SUDENE and the former planning 
minister of the deposed government, Furtado fell to the initial wave of 
repression of the military regime.65 With his political rights suspended 
and the prohibition to hold public office, Furtado found refuge among 
cepalinos before assuming his visiting professorship at Yale University 
and initiating a peripatetic academic life that would end in Paris. Furtado, 
like many other intellectuals in the coming decades including Brazilian 
dependentistas, would launch new intellectual enterprises to under-
stand the relationship and perhaps convergence between development 
and dictatorship.66

But Furtado was himself in a moment of flux and agitation. He feared 
that, as economists and development experts, cepalinos were losing the 
battle of development. As discussed in Chapter 4, he had confronted the 
failure of his Plano Trienal, the crowding out of SUDENE, and the disap-
pointment with the Alliance for Progress. Planning, international coopera-
tion, and sound economic policymaking were unable to bring about the 
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desired structural change that development entailed. The “instruments of the 
economists cannot not change the prevailing structures,” Furtado claimed. 
The new challenge for cepalinos was to turn toward the “study of the con-
ditions on which power rests, that is, the conditions that uphold those 
structures,” transcending economics and “integrating the social and the 
political, in the broadest of terms.” In doing so, Furtado echoed some of the 
critiques Cardoso and the paulistas had voiced against him.67 Despite how 
politically involved and invested cepalinos were, Furtado was of the con-
clusion that one of the major shortcomings of the cepalino theories was 
their disregard for the national structures of power and the competing 
classes and interests shaping the course of development. They had blindly 
put their faith in an autonomous state that perhaps did not exist. They had 
believed that they could maneuver that state through the instruments of 
economic policymaking but realized their own limitations. Wavering be-
tween nostalgia and elucidation, Furtado was trying to both reassert and 
reassess the cepalino project.

Following Prebisch’s cue of looking back to look forward, Furtado in-
augurated an internal seminar with a discussion of the Havana “manifesto” 
of 1949. The seminar gathered together economists and sociologists, most 
of whom had joined CEPAL after the core group disintegrated. Aside from 
Medina Echvarría and Furtado, it included Brazilian sociologist Fernando 
Henrique Cardoso, the political scientist Francisco Weffort, and the Chilean 
economists Osvaldo Sunkel, Gonzalo Martner, Pedro Vuskovic, and Carlos 
Matus, and the Peruvian sociologist Aníbal Quijano, among others. They 
met every Wednesday afternoon for two months, starting on June 3, 1964.68 
The fundamental proposition of the “manifesto” was that the industrial-
ization of the periphery and the trade, financial, and technical cooperation 
between centers and peripheries would bring about self-sustained develop-
ment and economic autonomy. The corollary of that proposition was that 
development would in turn transform the global economy by altering the 
relationship between the global center and the periphery. Instead of that 
radical transformation of Latin America and the world that cepalinos ex-
pected, development prospects deteriorated amid inflation and indebted-
ness, social tensions and political turmoil, and stringent relations between 
centers and peripheries. Given that decades of import-substitution indus-
trialization had not fulfilled the promises of increased welfare and autonomy, 
the key question for the seminar was why had the cepalino development 
project reached an “impasse.”

For Furtado, the development impasse put into the question the sound-
ness of their ideas, and so he impelled the group “towards a critical exami-
nation of the CEPAL model.” The members of the seminar identified two 
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potential shortcomings in the cepalino project. First, they had presupposed 
the existence of a “flexible capitalism,”—that is, an international context 
of cooperation between centers and peripheries through commodity price 
agreements, foreign aid, and state intervention—for a smooth path toward 
development. Second, they had also “failed to account for social and po
litical variables.”69 This turn in their analysis was more than a shift in 
disciplinary orientation or interdisciplinary work. For cepalinos, future 
dependentistas, and new converts to dependency, their commitment to the 
understanding and transformation of local power structures would ab-
sorb their political energy and endeavors. In the process of reexamina-
tion of their tenets, the group pushed toward the latter, and Cardoso and 
Furtado took the lead.

The synergy between Cardoso and Furtado created a powerful agenda 
for the analysis of the politics of development in Latin America. Cardoso 
had positioned his project on the Brazilian entrepreneurs and the social 
forces of development in direct contrast to Furtado and others associated 
with the Brazilian nationalist left. The military intervention brought the two 
together in Santiago to revisit the foundational texts and key notions of 
the development project in Latin America. Although Furtado was only ten 
years older than Cardoso, theirs was an encounter between an old genera-
tion in retreat and a young one in ascent. Whereas Furtado had fallen from 
the high echelons of policymaking, Cardoso had an aspiring academic tra-
jectory. Whereas Furtado was a practitioner of a discredited development 
project, Cardoso aspired to reinterpret development in the global periphery.

Despite pressing political concerns and lingering anxieties, their encounter 
restored enthusiasm and creativity in an institution already at risk of suc-
cumbing to stultifying routine and bureaucratic endeavors. “Something 
important is happening here,” Argentine economist Benjamín Hopenhayn 
wrote to Prebisch. The conversation in the seminar was “animated, deep, 
and stimulating,” he added.70 The emergent intellectual endeavor brought 
cepalinos together again and for a time obliterated past tensions and divi-
sions. The ruptures created by the politics of inflation as well as by the ex-
perience in revolutionary Cuba were put on hold. When Furtado left for 
Yale, the conversations initiated in the seminar in Santiago continued in 
correspondence and conferences about the politics of development.71 The 
results of the exchanges with cepalinos redefined Cardoso’s project and gave 
rise to the concept of dependency.

Embracing the cepalino effort to explain the development impasse, in No-
vember 1965, Cardoso laid the foundation for what would become his 
major opus two years later in a text vaguely titled The Process of Economic 
Development. It was in dealing with the questions of cepalino economists 
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that Cardoso found his voice as a sociologist. Following the global, sys-
temic approach cepalinos had outlined, Cardoso aspired to produce an 
interpretation of capitalism from the point of view of the periphery. It 
was also among cepalinos that Cardoso “discovered Latin America” only 
to make Brazil the foundation of a new notion of the region.72 Cardoso’s 
Process was the beginning of a long quest to establish the meaning and 
legacy of the cepalino project of development, giving “dependency theory” 
many lives.

In his road to the concept of dependency, Cardoso capitalized on the ce­
palino notion of center and periphery. The center-periphery idea was the 
intellectual cornerstone of the cepalino project but most importantly 
“was a fundamental asset to interpret Latin America and its development 
problems,” Cardoso asserted. Cardoso praised cepalinos because, unlike 
modernization theorists, they had taken the world system as their point of 
departure, and because, unlike the radical nationalists and their imperial-
colonial dyad, cepalinos launched a project that saw the world from the 
periphery not the center. Embedded in their framework was the idea that 
developed and underdeveloped economies emerged simultaneously and in 
relation to each other in the historical formation of the global economy, 
Cardoso affirmed.73 By defining underdevelopment based on the position 
or function of the global periphery, cepalinos had incorporated the global 
structures of power into the analysis and had thus broken new ground. 
Yet, despite their insight, cepalinos missed a critical component, the incor-
poration of the national or internal structures of power.

Rescuing the fundamental insight embedded in the cepalino framework, 
Cardoso proposed to advance the analysis through a concept that he called 
“dependency.” “It is necessary to consider the ‘situation of dependency’ 
for the analysis of the conditions of economic development in Latin Amer
ica because the type of integration of the national economies to the inter-
national market creates specific and distinct forms of interrelations between 
the social groups in each country and between them and the external 
groups,” Cardoso explained.74 Contrary to Frank, the position of Latin 
America in the global economy was the point of departure not the endpoint 
of the new approach. Therefore, the concept of dependency “highlights the 
structural relation between center and peripheries” but “does not reduce 
the dynamic of development in the latter to the endeavors of the former,” 
he insisted.75 Along the lines of the paulista sociology of development, the 
notion of dependency incorporated the analysis of the national social and 
political forces that orient development and give it meaning.76 But unlike 
his paulista project, Cardoso now foregrounded the analysis of global 
capitalism and adopted the worldmaking project of cepalinos. As such, 
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Cardoso’s dependency was simultaneously a critique and a vindication of 
cepalino ideas.

With the concept of dependency, Cardoso also called attention to the 
emergence of a new international division of labor and hence a new stage 
in global capitalism. He called the new situation of dependency the “inter-
nationalization of the internal market,” and used it to explain the fallacy 
of the cepalino project.77 In the early postwar years, national industrialists in 
countries like Brazil, Mexico, and Argentina, with the support of the state, 
joined forces with foreign enterprises to acquire the technology and capital 
required for the industrialization of the periphery. As the industrial sector of 
these national economies became part a global system of production, the 
relation of dependency between center and peripheries occurred locally, 
Cardoso explained. A new international division of labor and hence a new 
stage in global capitalism emerged, binding centers and peripheries in unpre
cedented ways. Focusing on solving the problem of the limited capacity to 
import given by declining terms of international trade, cepalinos had dis-
regarded the question of the ownership and control of production and ac-
cumulation in that internal market, Cardoso asserted. In their zeal for the 
industrialization of the periphery, cepalinos were at best “neutral with re-
gards to the national or foreign control of capital,” Cardoso clarified.78 As 
Latin American industry grew through a partnership between foreign in-
vestors, national entrepreneurs, and a developmental state, new forms of 
dependence emerged that cepalinos had not anticipated. In the new form 
of dependency, “the decisions about production and consumption escaped 
the domestic market,” the privileged site of autonomy for cepalinos.79 
Hence, contrary to expectations the large Latin American countries were 
now industrialized and dependent.

The effects of the new form of dependency, or the “internationalization 
of the internal market,” were completely at odds with what cepalinos had 
anticipated. The expansion of the internal market, with the participation 
of foreign conglomerates, maintained rather than eased dependency. The 
industrialization of the periphery created “islands of prosperity” and was 
made “through social exclusion.” Based on the connection between the 
public sector, the modern national capitalists, and the foreign monopolistic 
corporations, this development strategy required “deepening relations be-
tween producers, who then become the most important ‘consumers’ for eco-
nomic expansion,” halting the redistributive claims of the masses and the 
participation of other groups including the old industrialists.80 The state 
became the most important source of capital for industrialization. Political 
consequences were disastrous as well. Given the slow process of social in-
tegration and the growing claims for change, the consolidation of power 
took the form of military authoritarianism not only in Brazil but in Argen-
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tina after 1966. Yet, despite the somber tone and outlook, Cardoso, now 
joined by Enzo Faletto gave an ambiguous interpretative key.

Having established dependency as an analytical framework, Cardoso 
enlisted the support of a young Chilean sociologist named Enzo Faletto 
to craft the historical arc of The Process. After culminating his graduate 
studies at the recently established Escuela Latinoamericana de Sociología 
in the Facultad Latino Americana de Ciencias Sociales (FLACSO), Faletto, 
a disciple of José Medina Echavarría, followed his mentor as he returned 
to CEPAL in 1959.81 Cardoso, who had ascended rapidly in the cepalino 
bureaucracy to be practically in command of the Social Division, was, in 
the “presence of economists becoming a sociologist.”82 For almost two 
years, Cardoso and Faletto revisited the idea of dependency and reworked 
the The Process of Economic Development into a new manuscript, whose 
final version circulated in October 1967. In the new text, Cardoso and 
Faletto unraveled the political economy of three historical “moments,” 
the three different “situations of dependency” enunciated in Cardoso’s early 
draft.

For Cardoso and Faletto, the conceptual and political problem to be reck-
oned with in Latin America, as the title of the new manuscript encapsu-
lated, was Dependency and Development. Initially assigned exclusively to 
the era of the “internationalization of the internal market,” Cardoso and 
Faletto opted to extrapolate the title to the manuscript as a whole. Appar-
ently unequivocal, dependency was, however, an ambivalent idea. A mis-
chievously joking Faletto mentioned that “dependencia” was the product 
of a clerical typo for the word “decadencia.”83 The ubiquity of the term 
suggests otherwise, but Faletto’s remark also reveals the effort to recognize 
its tenor and the possibility of ambiguity. On the one hand, the coexistence 
of dependency and development represented the impossibility of breaking 
free from global inequality despite the hopes of the postwar moment with 
its new international institutions, colonial liberations, and attempts at co-
operation between both the North and South and within the South. On the 
other hand, dependency and development represented the possibility of 
development, of growth and even prosperity, despite dependency, which 
would eventually lead some to question the primacy of independence and 
privilege development. By calling attention to the simultaneity of develop-
ment and dependency, Cardoso and Faletto reiterated the critique against 
cepalinos and other development experts for whom this coexistence was a 
conceptual and practical impossibility.

But Cardoso and Faletto were also taking a stand against Frank and 
others who believed in the “development of underdevelopment” thesis. 
Whereas Frank saw the same forces at play from the sixteenth century to 
the present, Cardoso and Faletto pushed for the recognition of difference 
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in the new stage of the expansion of global capitalism with the “new de
pendency” and the “internationalization of the internal market.” In oppo-
sition to the option for socialist revolution as an alternative to dependency, 
Cardoso and Faletto bespoke of undefined “historically viable alternatives” 
of “collective action that make historically feasible what is only structur-
ally possible.”84 Each “situation of dependency” had within it social forces 
for both change and continuity, they claimed. Although they never really 
articulated what those options might look like, the subsequent trajectories 
of these dependentistas after the dependency era, discussed in the Epilogue, 
might give a clue. With dependency, Cardoso and Faletto aimed to create 
an open-ended historical trajectory beyond the dyad of domination or rev-
olution. Embedded in the title was perhaps also the uncertainty of Car-
doso and Faletto about cepalinos and the development project their ideas 
had helped cement. Both a product of and an alternative to cepalino ideas, 
Cardoso and Faletto’s “dependency and development” not only nurtured 
a new agenda for intellectuals and activists but fostered a battle for the 
scope of dependency and the global legacy of Latin American intellectuals.

Conclusions

Brazil was the site of the rise but also the beginning of demise of the ce­
palino project. The two most prominent voices in what would become a 
wide and diverse intellectual movement against development orthodoxy 
emerged in what contemporaries denominated “pre-revolutionary” Brazil. 
It was in Brazil where cepalinos first built a strong presence in the state 
and policy circles, and it was also in this country that Fernando Henrique 
Cardoso, Theotônio dos Santos, and Andre Gunder Frank condemned ce­
palinos for their proximity to power and a failing project of economic de-
velopment. It was in the old imperial summer town of Quitandinha where 
cepalinos launched a campaign for the financial cooperation between center 
and peripheries to redress global inequalities, and it was in the intellectual 
networks of the Brazilian Southeast where to-be dependentistas began to 
censor their neutrality or even collusion with foreign economic interests. It 
was in Rio’s global conference that cepalinos became “structuralists,” op-
ponents of the “monetarist” International Monetary Fund and their local 
allies, and it was in Brazil where some of those dependentistas began to see 
cepalinos as “ideologues” of a transnational bourgeoisie. It was among Bra-
zilian intellectuals and academics that cepalinos formed an influential and 
enduring network of allies, and it was precisely among the new cohort of 
academics, coming of intellectual age in what contemporaries called pre-
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revolutionary Brazil, that a new intellectual dissidence repositioned cepal­
inos as the orthodoxy of global development and strived to supersede them.

While critical of cepalinos, Frank and Cardoso could not fully dismiss 
their project. The cepalinos’ concept of center and periphery placed the 
problem of the historical expansion of global capitalism front and center 
in the discussion of Latin America’s development trajectory. As such, ce­
palinos provided the springboard for future dependentistas and their theory. 
Although dependentistas challenged cepalinos and aspired to usurp them 
out of their hegemonic position, they remained caught in their project, 
which partially explains why cepalinos and dependentistas are often con-
flated globally into one “Latin American dependency theory.”

The dissident cohort that would converge and later become dependen­
tistas in Santiago came from different though overlapping trajectories within 
Brazil. Embedded as Cardoso and Frank were in the local academic and 
political debates, the thrust of their critique was directed not against mod-
ernization theorists and Cold War warriors but against cepalinos and their 
allies, who made economic development the raison d’être of a globally as-
piring Brazil. The paulista-born project of Cardoso, emerging within the 
country’s economic powerhouse and aspiring to challenge traditional po
litical and intellectual powerholders in Rio, resulted in the “dependency and 
development” thesis. In turn, the project of Frank, coalescing in modernist 
Brasilia and inspired by the militant trajectory of his friends and colleagues 
dos Santos and Bambirra, brought about the “development of underdevel-
opment” thesis. Whereas the “development of underdevelopment” thesis 
was conceptually and politically unambiguous, “dependency and develop-
ment” was purposefully filled with contradictions. Despite reaching oppo-
site conclusions, the intellectual projects of Cardoso and Frank converged 
in some fundamental points, which to a certain extent justifies the endur-
ance of the umbrella term “dependency theory” to capture the intellectual 
movement they, at times reluctantly, spearheaded. Though either inspired 
or informed by Marxism, Cardoso and Frank were both reluctant to de-
clare themselves as such. Both Cardoso and Frank rejected the mainstream 
North American development paradigm known as “modernization theory” 
because that theory did not incorporate the global economic system and 
its asymmetries of power and wealth. These local trajectories would have 
long-lasting effects as pioneer and new dependentistas translated their ideas 
into politics in Chile and the rest of the world.



S i x

The Many Lives of 
Dependency Theory

As the world erupted in protest and dissent in the global 1960s, depen­
dentistas transformed their ideas into a theory and a movement in 

Latin America. From Paris to Mexico City, students pushed the limits of 
the world they inherited. The struggles for desegregation and racial equality 
across the United States reinforced the global support for national liberation 
struggles in Africa. Hippies took to the streets, searching for communion 
and peace in a world in which superpower competition fueled militarism 
and a global arms’ race threatened the very existence of humanity. While 
protesters across the world supported the anti-Vietnam War movement 
in  the United States, US and European activists mobilized in solidarity 
with the victims of military dictatorships in Brazil and the Southern Cone. 
The denunciations of military intervention and authoritarianism were 
part of larger campaigns and a broader outrage against American capi-
talism and European colonialism. Evocative of the term imperialism and 
speaking in terms of a world system, dependency theory resonated glob-
ally, especially after dependentistas had set their wheels in motion in Latin 
America.

In Latin America, the dependentista movement began in Chile. Once ex-
iled from Brazil, the pioneering dependentistas converged in Santiago in 
the late 1960s. The ideas that emerged in Brazil gave rise to “dependency 
theory” in Chile. Friends and collaborators first, and competitors later, 
the Brazilian dependentistas occupied universities and academic centers in 
Santiago, capturing the attention of an increasingly vocal and activist youth 



	Th e Many Lives of Dependency Theory� 167

and inspiring colleagues across the disciplines. Circulating in mimeographs, 
journals, and books, the ideas of Andre Gunder Frank, Fernando Henrique 
Cardoso, Theotônio dos Santos, and others reached audiences across the 
region, making the notion of dependency a paradigm for the social sciences 
in and, shortly after, about Latin America. However, the notion of depen
dency was as elusive as it was provocative, and dependentistas and their 
new allies mobilized dependency ideas in multiple and sometimes contra-
dictory directions.

Crossing the academic boundaries, the pioneer dependentistas as well as 
the new converts mobilized dependency toward political action. For those 
pioneer dependentistas escaping military repression in the mid-1960s, San-
tiago was an open political arena in which they quickly found a force to 
align with. As the country transitioned from the Christian Democratic 
“Revolution in Liberty” to the “Chilean Way to Socialism” and then to the 
Neoliberal counterrevolution, dependency theory reached its peak and its 
apogee in Chile, in a process whose effects reverberated throughout the rest 
of the region and the world. As Santiago and Chile experienced the most 
dramatic period in their history, the political projects of dependentistas—
from revolutionary Third Worldism to nonaligned internationalism, from 
socialism in democracy to antiauthoritarian democratic socialism—flourished 
and shaped the course of events. Often politically at odds with each other, 
dependentistas also battled over the origins, meaning, and scope of depen
dency theory, in an effort to position themselves as the “Latin American” 
voice in a world of competing global ideologies as well as a world increas-
ingly interested in Latin America. The parsing out of difference between 
dependentistas fed but also absorbed a substantial part of the debate 
within the intellectual left, giving dependency theory many lives.

Echoes

Between 1966 and 1968, a contingent of Brazilians, who like Cardoso also 
became dependentistas in Chile, arrived in Santiago. Theotônio dos Santos, 
his wife and colleague, Vânia Bambirra, and Ruy Mauro Marini had first 
come together in the student movement in the Brazilian state of Minas 
Gerais. After finishing undergraduate studies in economics and politics, the 
three reunited in São Paulo as founding members of the militant organ
ization called Política Operaria (POLOP). Challenging the populist prac-
tices of the Partido Trabalhista Brasileiro, the Brazilian labor party, and 
the conciliatory strategies of the Communists, the organization sought to 
radicalize workers and peasants and bring about socialism in Brazil.1 The 
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three found themselves together again as lecturers at the Universidade de 
Brasilia, only to find their bourgeoning careers thwarted by the military 
coup in Brazil in 1964. Despite POLOP’s lack of political traction except 
among university students, dos Santos, Bambirra, and Marini were dis-
missed from the university, persecuted by the military, and declared sub-
versives subject to imprisonment when the military took over. After two 
years in hiding, dos Santos reached out to his colleague Cardoso, by then 
well established at the Economic Commission for Latin America (CEPAL), 
to help him find employment at the institution.2 Through the collabora-
tion of Florestan Fernandes, Cardoso’s mentor and then visiting professor 
in Chile, dos Santos obtained a research and teaching position at Univer­
sidad de Chile’s Centro de Estudios Socio-Económicos (CESO) in 1967. 
Bambirra arrived at CESO a year later and with the support of dos Santos 
and the intercession of Senator Allende, Marini, who had been in exile in 
Mexico since 1964, joined them in 1969. Numerous Brazilian and Latin 
American social scientists arrived in Chile and circulated through the class-
rooms, living rooms, and conventions of the Brasilia group (figure 6.1). 
For these Brazilian exiles, Chile became more than a refuge from military 
persecution.

As militants of the radical left, Chile captivated dos Santos and his col-
leagues of the Brasilia group. While the military had taken over in Brazil, 
Bolivia, Argentina, Peru, and others, Chile remained a democratic bastion 
with an almost unrivaled tradition of political pluralism. Although in Brazil 
the Communist Party was marginal and the nationalist and populist tradi-
tions dominated the left, the Communist Party and the Socialist Party, 
forming a common front, had been close to winning the two previous pres-
idential elections in Chile. Moreover, the Christian Democrats, then in 
power, had accelerated the pace toward deep-seated transformations in the 
country with their Revolution in Liberty. The ongoing agrarian reform 
that aimed at land redistribution for the landless and the Chileanization 
of the foreign-owned copper mines opened the space for a more radical 
left that demanded deeper and faster transformations and the complete 
severance of what they came to call the ties of dependency. Given the 
grassroots work of the Communists and the Socialists, on one hand, and 
the Christian Democrats, on the other, many peasants and inquilinos in 
the countryside, miners in the North, factory workers in the capital, and the 
residents of the sprawling slums in Santiago were socially organized and 
politically active. Beyond what in comparison to Brazil was an open space 
for socialism, Chile also offered the promises of a fruitful career and political 
engagement.
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Dos Santos and the rest of the Brasilia group joined a distinct social scien-
tific community in Chile. Like in the rest of Latin America, Chilean economics 
and sociology, expanding rapidly since the late 1950s, had become increas-
ingly professionalized and institutionalized through the training of faculty 
abroad, consolidation of the curriculum, and regularization of its faculty.3 
Perhaps unlike anywhere else the region, the Chilean social sciences had be-
come increasingly Latin Americanized. Since the birth of CEPAL in 1948, 
other international organizations had established their regional headquarters 
in the city, fostering the circulation of Latin American and international 
economists and other social scientists in Santiago.4 CEPAL’s training 
programs for government officials, the undergraduate training programs in 
sociology at the UNESCO-sponsored Facultad Latinoamericana de Ciencias 
Sociales (FLACSO), and the Escuela de Estudios Económicos Latinoamericanos 
(ESCOLATINA), the graduate training program in economics at the Uni­
versidad de Chile reinforced that trend by attracting students and faculty 
from all over the region.5 The Chilean social sciences were theoretically and 

Figure 6.1  Here at Viña del Mar in 1965, Francisco Weffort (left) and Fernando 
Henrique Cardoso (center) were two of the numerous Brazilian exiles that found 
refuge in Chile after the 1964 military coup. These Brazilians along with other Latin 
Americans in Chile turned dependency into a movement. ​ (Acervo Presidente Fernando 
Henrique Cardoso.)
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ideologically diverse. They encompassed the Chicago Boys’ Economic School 
at Universidad Católica as well the combined cepalino and neoclassical ori-
entation at Universidad de Chile, for instance.6 Meanwhile, the intellectual 
left had enormous prestige and freedom of expression.7 Increasingly politi-
cized, the Chilean social scientific departments gradually became party strong-
holds, especially for the left, as their faculty and students increased their po
litical militancy and activism, a trend that the Brasilia contingent reinforced.

As dos Santos and his colleagues of the Brasilia group joined Cardoso in 
Santiago, “dependency theory” flourished. Since 1963 Cardoso had laid 
out a research agenda on the Brazilian and the Southern Cone industrial 
elites that he carried over to Santiago as he joined CEPAL–Instituto Lati­
noamericano de Planeación Económica y Social (ILPES). Concurrently, dos 
Santos took part of an ongoing research project on the Chilean entrepre-
neurs while deepening his analysis of the Brazilian entrepreneurs he had 
commenced in Brasilia. With overlapping interests, dos Santos and Cardoso 
began working collaboratively, teaching jointly at CESO, organizing semi-
nars that rallied students and the core of group of cepalinos, some of which 
became dependentistas in the process, such as Osvaldo Sunkel and Aníbal 
Quijano.8 While Cardoso, alongside Faletto, transformed the 1965 first 
draft into the full-blown version of Dependency and Development that they 
presented at CESO in February 1967, dos Santos wrote the first draft of 
his New Character of Dependency and published the first part in Cuad­
ernos del CESO in August 1967.9 Cardoso and Faletto had put the term 
“dependency” in the conversation, but both texts emphasized that, against 
the assumption of cepalinos and the nationalist and political forces in the 
region, industrialization was not the road to autonomy from the global 
forces of capital.10 Through the lens of Brazil and Chile, dos Santos and 
Cardoso saw Latin America as industrializing and developing rather than 
“feudalist” and backward. Industrialization in Brazil, expanding through 
the partnership with foreign capital, brought about what Cardoso and 
Faletto called the new “situation of dependency” characterized by the “in-
ternationalization of the internal market,” discussed in Chapter 5, and dos 
Santos called “the new character of dependency.” Thus, it stood in stark 
contrast to the old dependency of commodity producers for the global 
economy. Converging in the new “dependency theory,” Cardoso and dos 
Santos and the Brasilia group soon began to part ways.

In late 1967, shortly after finishing Dependency and Development, Car-
doso went to Paris for a visiting professorship at the University of Paris 
X–Nanterre. Friendly and collegial, dos Santos kept Cardoso updated on 
the unfolding of the “dependency” project. He encouraged Cardoso and 
Frank to publish alongside him and in so doing, reinforced the collective 
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project. While dos Santos, who had barely settled in Santiago, wanted to 
go to Europe and “breathe the air of the metropole,” Cardoso, who found 
himself at one of the main centers of the 1968 global student protest, was 
initially estranged from the protesting students and desired to return.11 For 
a Brazilian escaping military rule and with more “structural” problems in 
mind, the narrow focus of the students, advocating for “sexual freedom 
in the dormitories” and against the policy that “approved of girls visiting 
boys” but prohibited visits in the other direction, seemed an issue of “outer 
space.”12 His focus was on the Brazilian regime and the political economy 
of authoritarianism, so he pursued a way to return to Brazil.

After Cardoso left, Andre Gunder Frank, another of the pioneers, re-
turned to Santiago and built, albeit reluctantly, the dependency mo-
mentum alongside dos Santos. Latin America was not Frank’s first choice. 
After teaching in Mexico, Brazil, and Canada, Frank wanted to return to 
US academia, among other factors, because “the kind of historical-
theoretical research on underdevelopment that I want to do is difficult in 
underdeveloped countries themselves” given the lack of bibliographical ma-
terials and other institutional infrastructure.13 However, he struggled to 
find a position and finally settled for a technical job at the International 
Labor Organization (ILO) in Santiago, Chile. When he arrived in Santiago 
in October 1968, he was “detained in the airport by the Chilean govern-
ment,” who had also rebuffed his appointment in the international organ
ization. With multiple friends in Santiago, Frank managed to pull some 
strings against an arbitrary detention. Socialist Senator and future presi-
dent Salvador “Allende intervened on his behalf.”14 Instead of ILO, Frank 
rejoined dos Santos, his friend and colleague from the Brasilia days, at the 
Universidad de Chile. Although he confessed being tired of giving “the same 
lecture on the development of underdevelopment,” Frank found himself 
pushing in the same direction in Chile.15 Right after Frank relocated to San-
tiago, the Spanish translation of his Capitalism and Underdevelopment in 
Latin America finally came through. It followed the reprints in Colombia, 
Chile, and Argentina of “The Development of Underdevelopment,” the 
1966 article-size version of the book.16 The confluence of the Brazilian pi-
oneers in Santiago and the attraction of the new perspective prompted a 
broad and sprawling research agenda of “dependency.”

With Cardoso absent from Santiago, dos Santos took the lead in ad-
vancing what had by then become “dependency theory.” Within a few years, 
dos Santos became director of CESO and prominently oriented the insti-
tution and sociology toward dependency theory. Dos Santos organized 
a research group and seminar under the label of “dependency relations 
in Latin America.” He recruited young and militant social scientists, and 
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the research group produced several individual projects that launched de
pendency theory as framework for research in education, finance, and in-
ternational relations, among other topics.17 Dos Santos established large-
scale research projects on the impact of the expansion of multinational 
corporations and a center of documentation of the university with archival 
material collected by dos Santos himself in the United States. Beyond aca-
demia, dos Santos, alongside other young Chilean intellectuals, created the 
periodical Chile Hoy to examine the Chilean situation and instruct a larger 
audience of students and activists in the Marxist interpretation of reality.18 
Meanwhile, Bambirra, following Cardoso’s framework, launched a project 
“with the pretentious title of dependent structures.”19 She studied the dif
ferent national “types of dependency.” She confessed that Cardoso’s work, 
establishing the distinction between enclave and nationally-owned integra-
tion to the global market, was “very useful to define the general frame-
work” of the project. Concurrently, Rui Mauro Marini, who was perhaps 
the most versed on Marxist theory of the members of the Brasilia group 
and the most interested in providing Marxian foundations to dependency 
theory, settled initially at the Universidad de Concepción, the cradle of the 
Chilean Communist Party and more recently of the Movimiento de Izqui­
erda Revolucionaria (MIR) as well as the site of intense labor and student 
movements. Absorbed by teaching within and outside the classrooms, labor 
organizing, and militancy at the MIR, Marini finalized his theoretical work 
several years later. After he joined his friends in Santiago’s CESO in 1970, 
he finished and published his book, Dialectics of Dependency in 1973.20 
While in Chile, Frank, always prolific and vocal, maintained a broad and 
global epistolary network that extended the reach of the dependency ideas. 
Although the Brasilia group rejected Frank’s idea of the impossibility of de-
velopment in the periphery, the confluence of the four and the simulta-
neous publication of Marini’s Underdevelopment and Revolution, Frank’s 
Underdevelopment or Revolution, and dos Santos’s Socialism or Fascism, 
began to position “dependency theory” in a more radical direction.21

Increasingly radicalized, dependentistas created institutional strongholds 
for dependency across the social scientific field, itself partitioned along the 
lines of the Chilean polity. Three schools of sociology, emerging almost si
multaneously in the late 1950s, shared the goals of more empirical analysis 
of the “social” and of more political relevance of the discipline, all animated 
by the sense that “sociologists were not expected to publish but to change 
the world.”22 The Universidad Católica program, training students through 
social work in neighborhood organizations and mother centers, carried out 
the principles of “popular promotion” and communitarianism that under-
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pinned the Christian Democratic Party as an alternative to both capitalism 
and socialism. After 1966 the Universidad de Chile school of sociology, 
under the directorship of Clodomiro Almeyda, a long-time member of the 
Socialist Party, became the party’s bastion, and Marxism became the privi-
leged theoretical orientation.23 As Chilean sociologists later recalled, Frank 
and dos Santos increasingly attracted the attention of university students, 
who had become key political actors as access to education expanded in 
those years. The Universidad de Chile’s CESO, with dos Santos and Frank 
as commanding figures, became the primary pole of dependency and the 
bastion of the intellectual radical left.24 Meanwhile, with Cardoso absent 
and Frank and dos Santos entrenched at the Universidad de Chile, a margin-
alized Faletto eventually moved to the FLACSO, as institution in which 
Cardoso and Faletto’s Dependency and Development became the corner-
stone of the critical sociology in the making but that, given its UNESCO 
sponsorship, attempted to withdraw from politics.25 In this landscape, dos 
Santos and Frank’s CESO was gradually emerging as the center of depen
dency theory in Latin America.

As dependentistas aligned themselves in the Chilean political landscape, 
dependency theory began to leave the confines of academia, broadening its 
reach. According to Faletto, Cardoso, as some of the Brazilian politicians 
in exile, professed his support for what he called the “progressive” gov-
ernment of Eduardo Frei.26 Frei and the Christian Democrats’ Revolution 
in Liberty significantly expanded land redistribution programs, fomented 
rural unionization, “Chileanized” copper (the traditional cornerstone of the 
Chilean economy), and sponsored literacy campaigns and the organization 
of the popular sectors.27 The Revolution in Liberty brought about signifi-
cant social transformations and encouraged wide political participation but 
lagged behind the expectations of many, including some of the pioneer de­
pendentistas. Some adhered to alternative options that in a few years would 
draw regional and global attention, fomenting political radicalization in 
Chile.28 Seizing the revolutionary momentum, dos Santos, a radical mili-
tant in his early years, supported and became advisor to the Socialist Party, 
precisely at a turning point in the party’s history. Deviating from previous 
trends, the Socialist Party opened the door to revolution as a political 
strategy and affirmed its Marxist-Leninist orientation. His alignment, dos 
Santos believed, would take dependency ideas of “struggle against the 
national and international monopolies of dependent capitalism” to Sal-
vador Allende’s Chilean Way to Socialism, precisely as the world’s eyes 
turned to Chile.29 Meanwhile, Marini joined and contributed extensively 
to the MIR, a small organization founded by dissenters of the Socialist Party 
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in 1965 that endorsed revolutionary armed struggle, and Frank publicly 
supported the same organization.30 For its pioneers, dependency theory ani-
mated different and increasingly conflictive political projects.

Despite rifts opening between them, dependentistas as a collective were 
an intellectual success. Republished from Caracas to Calcutta, from Paris to 
Tokyo, Frank’s “Development of Underdevelopment” article, to the lament 
of other dependentistas, quickly became the classical reference of the move-
ment.31 At first circulating in mimeograph form—like many cepalino 
documents—and becoming mandatory reading for the schools in sociology 
in Santiago, Lima, Bogotá, and Mexico City, Dependency and Development 
in Latin America became a best seller of Siglo XXI after its final publica-
tion in 1969, with fourteen editions in the following decade and transla-
tions into French, Italian, Portuguese, and later English.32 Also published 
by Siglo XXI, dos Santos’s collective volume The Political-Economic De­
pendency of Latin America and Vania Bambirra’s Latin American Depen­
dent Capitalism had similar editorial success across the region. Although 
their work was far less often translated than that of Frank or Cardoso, dos 
Santos and Bambirra also fostered the international circulation of depen
dency theory. Dos Santos introduced his ideas to the International Soci-
ology Congress and the American Economic Association and organized 
seminars that brought world-renowned Marxist economists such as Paul 
Sweezy to Chile’s CESO, disseminating dependency theory and consoli-
dating Chile as the center of the movement. In economics and sociology, 
others texts inspired by dependency continued the trend, many published 
through the same press.33 Speaking a similar language and representing the 
voice of the global South, these social scientists were all invited to a com-
parative Latin America-Africa forum on strategies of development at Samir 
Amin’s African Institute of Economic Development and Planning in 1972, 
which only Marini could attend.34 Despite the success, the dependency 
movement would eventually leave most dependentistas dissatisfied.

The IX Latin American Congress of Sociology, held in Mexico City in 
November 1969, bore witness to the momentum the notion of dependency 
catalyzed. The meeting brought together figures from disciplines in all so-
cial sciences, established and rising scholars, and filled the auditoriums with 
numerous students eager to participate in what was seen as a turning point 
in the discipline. The sociology of development panel, chaired by Peruvian 
sociologist, cepalino, and future postcolonial theorist Aníbal Quijano, was 
by far the largest. “The sociological analysis of dependency represented the 
leitmotiv of topics and discussion in the Congress,” an observer claimed. 
There is a “clear thematic and perspective preference” for the analysis of 
“dependent character of power structure in Latin American societies,” for 
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the study of the “historical formation of dependency,” and concerns for 
the “modification of the current pattern of dependency,” the same observer 
summarized, in an attempt to capture the multiple variations on a privi-
leged topic.35 Ranging from urbanization to education and culture, from 
exchange policy to labor force participation, dependency had begun to 
shape the regional theoretical and practical research agenda and would con-
tinue to do so for years to come.36 Through the gravitational pull of San-
tiago, dependency had become the main focus of the regional social sciences 
and due to its political experiments was also attracting global attention.

Within a few years, dependentistas transformed dependency theory into 
an intellectual movement that spread across the region and the world. With 
numerous monographs across disciplines and a generation trained (or re-
trained) as dependentistas, dependency theory became the lens for studies 
from urbanization to literary criticism, from international relations to ed-
ucation.37 For those involved, there was a sense of a momentous para-
digm shift in the social sciences of the 1970s and 1980s. Like in other Latin 
American countries, the “Peruvian social sciences were consistent with 
Latin American dependency theory,” Peruvian anthropologist José Matos 
Mar claimed.38 From Sergio Ramos’s Chile: A Dependent Country to Edel-
berto Torres Rivas’s Central America: Processes and Structures of Depen­
dent Societies the economic histories of the region were written following 
the dependency theory approach.39 While Tulio Halperín-Donghi’s Con­
temporary History of Latin America was the most widely read and influ-
ential general history for a generation, other general histories of Latin Amer
ica, such as Colombian economist Antonio García’s Atraso y Dependencia 
en América Latina, were also crafted in the era. They all started from the 
basic assumption that it was Latin America’s integration, or better forms 
of integration, to the world economy that shaped or determined the region’s 
history. Gone were the stories of caudillos, presidents, and generals; in came 
the histories of economic structures, exploitation, and means of produc-
tion, periodized as “colonial or neocolonial order” or “from outward 
looking to inward looking development.” Stanley and Barbara Stein’s Co­
lonial Heritage in Latin America, a self-declared synthetic essay on eco-
nomic dependence situating the Spanish metropole itself as dependency of 
Northern Europe, broke new ground for dependency theory in English. All 
of these works and more had been influenced by the world that created de
pendency in Chile and were the product of world that dependency created.

Dependency theory left academic discussion and texts and acquired a 
force of its own. From diplomats to armed militants, from theologians to 
artists, “dependency theory” became the inspiration and intellectual foun-
dation of a renewed struggle against imperialism and oppression. Insisting 
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on old cepalino proposals but with a more belligerent tone, Latin Amer-
ican diplomats of all the twenty-one countries of the region united in a 
common front to demand lower tariffs in Latin American goods and a 
transformation of US policy in 1969, an initiative that Frank would later 
decry as an indicator of the cooptation of his ideas.40 The Chilean MIR, 
the Uruguayan Tupamaros, and many of the armed revolutionary move-
ments that had university students at their core, found in the “dependency 
theory” an interpretation of history that justified their struggle.41 The ve-
hicle for that shared understanding of history was a popular pocketbook 
whose first praises were received outside Latin America and thereafter be-
came the principal companion of students, artists, and revolutionaries. 
Inspired mainly by Frank, Eduardo Galeano’s Open Veins of Latin America 
reached sixty editions in less than a decade after its publication in 1971 and 
shaped the widespread understanding of dependency in the region and 
of Latin America in the world.42 Simultaneously, Brazilian and Peruvian 
Catholic priests and activists made dependency their own, informing their 
“theology of liberation” from poverty and oppression.43 In Latin America, 
dependency theory fostered distinct struggles that nonetheless appeared to 
be speaking the same language.

Although dependentistas could point to their theory’s many victories, 
some of them deplored the turn it had taken. At the Latin American Soci-
ology Congress, where dos Santos and Frank were present and Cardoso 
and Faletto were absent, the conversation was dominated by Cardoso and 
Faletto’s work. “Most papers elaborated on the ideas proposed by Cardoso 
and Faletto,” an observer claimed. The contributions of Florestan Fernandes 
on external dependence, Vilmar Faria, and Frank himself were seen as 
“advancements of ideas originally proposed by Cardoso and Faletto.”44 
Yet some dependentistas close to Cardoso were increasingly on the defen-
sive. Shortly after Cardoso’s departure and the convergence of dos Santos, 
Bambirra, and Frank in Santiago, Faletto denounced the overbearing 
weight of Frank and the Brasilia group in Chile. “I am taking up the stage 
as the charmer of the dependency snake” in a scenario where “too many 
competitors have emerged,” Faletto confessed to Cardoso.45 Overwhelmed 
by the thrust of the work of Frank, dos Santos, and other dependentistas 
in Chile and the radicalization of sociology, Faletto temporarily withdrew 
from the political debate and immersed himself in the study of literature 
and the nineteenth-century novel while finding refuge in the more politically 
neutral FLACSO.46

Faletto was not alone. Aníbal Quijano, who had participated in the dis-
cussions among cepalinos that gave rise to Dependency and Development, 
rejected the use of the term “dependency” and “its jargon” as “a deus ex 
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machina,” as the endpoint rather than the beginning of the analysis in con-
trast to the emphasis on concrete historical situations that characterized 
Cardoso and Faletto’s work. Echoing Quijano, cepalino and Chilean econ-
omist Aníbal Pinto criticized Frank for using dependency as a narrative of 
“original sin” that doomed Latin America to underdevelopment ever since 
“Christopher Columbus departed from Palos de Moguer.”47 With these in-
terventions, these dependentistas joined others in their mounting critiques 
against Frank for oversimplifying the economic history of Latin America 
and for placing an excessive emphasis on the “forces outside of Latin 
America’s control.”48 As dependency became shorthand for imperialism 
and justification for revolution, Quijano, Faletto, Pinto, and others who 
considered themselves part of the intellectual left also wanted to set them-
selves apart from those of “different ideological and theoretical affilia-
tion” who used dependency “on behalf of very different interests.”49

There was a growing sense that “dependency” was a Pandora’s box, 
a concept whose meaning and implications had been let loose and had 
become more radical, more simplistic, and more deterministic than they as-
pired it to be. In a few years, the tables would turn for these dependentistas, 
who in the peak of revolutionary spirits were alarmed, agitated, and feared 
to have lost the battle over the legacy of dependency to Frank and his re-
gional and global followers.

Battles

Rather than a threat to the movement, the disputes among dependentistas 
raised the stakes of the theory and gave their ideas an unprecedent political 
leverage. The quarrels about the dependentistas’ Marxist credentials, their 
political affiliations and vocations, and the scope and stature of their ideas 
propelled the interest in what was increasingly understood as dependency 
theory. But the intellectual movement dependency theory created went 
beyond the reinvention of the social sciences in and of Latin America. 
Beginning with dependentistas and cepalinos themselves, many in Latin 
America and later around the world mobilized dependency ideas as the 
foundation for political projects that attracted regional and global followers. 
Some adhering to the Socialist Party and others to the revolutionary MIR, 
the members of the Brasilia group very early on found in Chile not just an 
intellectual but a political vocation.

Other dependentistas followed. Andre Gunder Frank proposed to make 
dependency theory the intellectual basis for revolutionary Cuba’s Third 
Worldism. Meanwhile, Raúl Prebisch, the uncontested cepalino leader, 
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dismissed the dependency theory turn and established the United Nations 
Conference for Trade and Development (UNCTAD) as an alternative form 
of non-Western internationalism. In doing so, Prebisch brought Latin Amer-
ican voices—which despite the rifts explored in this chapter, would later be 
grouped together under the umbrella term “dependency theory”—including 
his own, to the world stage. While Chilean economist and cepalino Pedro 
Vuskovic, retrained as dependentista, took the theory to the world’s first 
experiment with a democratic way to socialism in Chile, Cardoso, a key 
figure in the antiauthoritarian movement in Brazil, brought dependency 
from the revolutionary world in which it was born to the democratic era 
that followed. In what follows, these individual vignettes should serve to 
manifest the panoply of political alternatives that dependency theory 
opened in the late 1960s and early 1970s and that attest to the impact of 
the movement.

As he prepared his return to Santiago, Frank turned once again to Cuba 
when the project of global revolutionary socialism was at its peak on the 
island. Committed to supporting the armed revolution in Latin America, 
Castro had sponsored filibuster operations in the Caribbean since the Si-
erra Maestra days and established training camps for regional fighters to 
“stretch thin the forces of imperialism” after the triumph of the revolution 
in 1959. Battling with both bullets and ideas, Castro and Che Guevara es-
tablished Prensa Latina, a news service with offices in many Latin American 
capital cities, designed to disseminate favorable ideas about the revolution 
and inspire anti-American sentiments. Beginning in 1964, just as Prebisch 
began his own experiment in Third Worldism with UNCTAD, Castro in-
augurated a “series of international conferences intended to unify revolutionary 
forces worldwide.”50 The 1966 Tricontinental Congress, bringing represen-
tatives from eighty countries of Africa, Asia, and Latin America to Havana, 
including then Senator and future Chilean president Salvador Allende, 
represented the culmination of Cuba’s efforts to become the leader of the 
Third World. The following year, Cuba hosted the first meeting of the Organ
ization of Latin American Solidarity in an effort to consolidate the hemi-
spheric forces as well. As Castro reasserted the commitment to armed 
revolution in the Third World, the global North’s New Left, frustrated with 
pacifist methods, saw in Havana, not in Moscow and not in China, the center 
of revolutionary Third Worldism.51 Like others in the New Left, Frank saw 
in Cuban internationalism the opportunity he had been waiting for.

Frank was ready to offer Cuba a truly revolutionary theory as it exported 
the revolution to the Third World. Since the “Latin American bourgeois 
nationalist interest” established several institutions with the purpose of 
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disseminating its ideology of which the “first and foremost was CEPAL,” 
Frank proposed the creation of a similar “research and training center” 
with dependency theory as its intellectual foundation.52 “If only a handful 
of bourgeois nationalists working together at CEPAL could gain such an 
enormous influence in important political and popular sectors in Latin 
America and the world,” Frank asked Fidel, what much more could revo-
lutionary Cuba do?53 Thus, “inspired by your words about the ideological 
struggle and the need for collective scientific work at the Tricontinental,” 
Frank wrote to Castro in early 1968, “I have decided to speak to you 
frankly and clearly about a project that I hope Cuba can sponsor.” Just like 
Cuba had made Casa de las Américas, the country’s emblematic cultural, 
artistic, and literary institution, a pillar for the revolution, it could do the 
same for economics and the social sciences, Frank affirmed.54

His dependency theory was the starting point. “My book Capitalism and 
Underdevelopment,” he told Castro, “is the contribution to the great task 
of building the Latin American theory of revolution.”55 By inviting Asian 
and African comrades to join the Latin Americans under Cuban leadership, 
Frank’s proposed center, “at small cost to Cuba,” he added, could make a 
significant step in fomenting the revolution in Latin America and the rest 
of the world. Frank aspired to make his “development of underdevelop-
ment” thesis, now framed under the rubric of dependency theory, the 
foundation for a global counter paradigm centered in Havana.

Conflicts notwithstanding, Frank succeeded at positioning dependency 
theory within the Cuban revolutionary world at the apogee of the influ-
ence of intellectuals in the island. In the wake of the Tricontinental Con-
gress, a new intellectual collective project was born around the journal 
Pensamiento Crítico. The purpose of the journal, one that Frank immedi-
ately identified with, was the development of revolutionary theory from the 
point of view of the Third World. Frank became a regular contributor to 
Pensamiento Crítico while his “development of underdevelopment” thesis 
circulated as a quintessential representation of the endeavor to write from 
and for the Third World. Supported by the political leadership of the revo-
lution, the journal guaranteed Frank and dependency theory a prominent 
role in Cuba’s attempt to export the revolution, even if Frank’s original pro-
posal of a revolutionary social science center never materialized. In the 
Cultural Congress of 1968, the last of the initiatives in that direction, Frank 
cemented his role as one of the drafters of the final resolution calling for a 
meeting that gathered artists and social scientists from across Asia, Africa, 
and Latin America.56

However, Frank’s involvement with the revolution ended shortly after 
as a result of a conflict with Casa de las Américas. After being invited to 
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participate in a review panel for one of Casa de las Américas’ awards, 
Frank sent a spirited letter questioning the deliberating and deciding pro-
cedure and challenging the decision itself. Roberto Fernández Retamar, 
prominent writer and literary critic, condemned Frank’s letter as “un-
friendly and divisive” and an additional proof of Frank’s “hostile attitude” 
and “lack of contributions” during his visit. To deepen the wound, Frank, 
who had a way of alienating friends with his acerbic words, also insisted 
on the publication of a short essay that, in his words, “could be inter-
preted as a critique to the revolution” and could and should not be pub-
lished outside of Cuba. In response, Fernández Retamar reminded Frank 
that not only “did he know very little about artistic and literary matters 
[to question the decision] as he himself had acknowledged,” but most im-
portantly, that by doing so, he had questioned Haydée Santamaría, head 
of the institution and member of the central committee of the Party, and 
in so doing, had questioned the revolution itself.57 After the incident, 
Frank was completely cut off from Cuba just as Cuba confronted a crisis 
of its own that jeopardized its global leadership. With the failure of the 
guerrilla strategy outside of Cuba and a deep economic crisis after 1970, 
Havana cemented its economic and political ties with Moscow, becoming 
itself a dependency of another superpower and losing its appeal as the 
cornerstone of the revolutionary Third Worldism that attracted Frank and 
others of the intellectual New Left. Eventually, Frank turned his gaze from 
Latin America to Asia in his pursuit of the analysis of the world economic 
system.

While watching the dependency whirlwind from afar, Prebisch culti-
vated what he saw as an alternative to the revolutionary Third Worldism 
that dependency inspired. Filled with skepticism, Prebisch attended the 1962 
Cairo conference that brought together leaders of thirty-six African, Asian, 
and, for the first time, Latin American nations, raising the prospects of 
the developing world working together as a bloc. “Impressively attended 
and organized” and “without inflamed North-South rhetoric,” Prebisch’s 
first meeting in Africa, nonetheless made a large impression on him.58 So 
when the Cairo meeting called for an international conference under the 
auspices of the United Nations to address the economic relations between 
the developed and the developing world, Prebisch accepted the nomination 
to lead the new endeavor without hesitancy. From 1964 to 1968, Prebisch, 
who had introduced the notion of center and periphery to economic inter-
national relations, led UNCTAD, into what was in many ways his response 
to the bourgeoning dependency theory.

During and after UNCTAD, Prebisch distanced himself from the depen­
dentistas. They represented the voice of a new generation that contested 



	Th e Many Lives of Dependency Theory� 181

some of the principles that Prebisch and the old generation of cepalinos 
held dear, including the possibility of cooperation between center and pe-
ripheries for fairer global trade and finance.59 Confident about his own 
leadership, Prebisch positioned himself as the wiser and senior “voice of 
the periphery” and explained the rise of dependency ideas as the product 
of “a new generation of men that for the first-time prod into economics 
and the social sciences.” Although he sympathized with these ingenuous 
but eager “men that won’t tolerate old or new forms of dependency in the 
intellectual and the economic field,” Prebisch off-handedly dismissed the 
dependency movement that had come to prevail in Chile and his own in-
tellectual circles.60 He shut down Cardoso’s project on the multinational 
corporations to avoid antagonizing the Brazilian government.61 After asking 
for corrections, which Faletto sardonically summarized as “avoiding state-
ments such as ‘Avila Camacho is a lackey of imperialism,’ ” Prebisch ve-
toed the in-house publication of Cardoso and Faletto’s Dependency and 
Development in Latin America.62 Despite his initial rejection of the depen­
dentista turn, Prebisch would later be recognized as the founder of Latin 
American “dependency theory” writ-large.

Precisely at the moment in which dependentistas such as Frank were 
calling the cepalino project into question, Prebisch defended the project by 
making it the foundation of UNCTAD, a new global enterprise. With a sim-
ilar combative tone, deploying the same rhetoric, and rekindling the ratio-
nale of his 1949 manifesto, Prebisch’s Towards a New International Trade 
Policy for Development inaugurated UNCTAD. He attributed the obsta-
cles to development to the “persistent tendency towards disequilibrium in 
peripheral economies.”63 “While the export of primary products grows at 
a slow pace, the [developing countries’] demand for import of manufac-
tured goods was tending to grow rapidly, at a pace that increased with the 
rate of development,” Prebisch explained.64 As the periphery’s share of 
global trade declined during the postwar era, the disequilibrium increased, 
leading to a massive “trade gap,” or deficit between export proceeds and 
import needs, which Prebisch estimated to reach $20 billion dollars by the 
end of the decade. What cepalinos had captured in the early 1950s with 
the capacity to import index and the development paradox, Prebisch cata-
pulted to the global level as the foreign exchange gap. To solve the “trade 
gap,” Prebisch returned to many of the cooperation strategies of the ce­
palino arsenal, such as the elimination of protectionism in the center, quotas 
for goods produced by the periphery, commodity price stabilization 
schemes, and compensatory finance for export-driven balance of payments 
problems. Through Prebisch’s leadership, UNCTAD, like CEPAL a decade 
earlier, was built upon the premise of the fundamental disequilibrium 
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between industrial centers and primary producing peripheries and the coop-
eration between them. Thus, Prebisch succeeded at catapulting cepalino 
ideas to the global stage precisely when they were increasingly contested in 
Latin America. In his articulation of the global trade gap, Prebisch was 
“joined by spokesman from almost all developing countries in the world,” 
resulting in “ample support for his concepts” and raising his stature as 
global leader of the Third World.65

UNCTAD raised the enthusiasm of those who aspired for new Third 
World internationalism but the initiative failed to bring the results Prebisch 
expected. Although the Afro-Asian conference at Bandung in 1955 and the 
establishment of the Non-Aligned Movement in 1961 were important pre
cedents, their membership had been limited and their focus more political 
than economic.66 More propitiously, just the prospect of UNCTAD had al-
ready brought together a tricontinental group of seventy-five developing 
nations since the initial vote at the UN General Assembly. UNCTAD, un-
like other UN forums, had no superpower veto privileges and was conceived 
to work in the principle of one country, one vote, which would effectively 
redress the existing balance of power. Through Prebisch’s leadership, 
UNCTAD gave the G-77, as the group of developing countries was referred 
to, a concrete economic agenda and a common program to restructure the 
world economy.67 What The Economist perceived as the “developing 
world’s new rationale and phraseology,” distinct from “the same [old] cry 
for help” incorporated in UNCTAD, had been the cornerstone of the ce­
palino global project for over a decade.68 Yet, almost from the start, 
UNCTAD became a “forum of confrontation” between East and West, 
North and South that within a few years lost momentum plagued by lack 
of concrete policy successes.69 While the commodity-by-commodity nego-
tiations ran into difficulties and garnered Prebisch the criticism of the Af-
rican group, Prebisch lost the support of the World Bank and the IMF in 
his attempt to bring price stabilization through buffer stocks, disappointing 
the G-77.70 While the industrial nations accused Prebisch of partiality in 
defending the interests of the developing nations in what was supposed to 
be a neutral global forum, the developing countries demanded more sup-
port from Prebisch and the UNCTAD secretariat.71 After the second 
UNCTAD at New Delhi was publicly declared a failure in 1968 (figure 6.2), 
Prebisch resigned from the endeavor and his leadership of an alternative to 
revolutionary Third Worldism.

While Prebisch raised to prominence as leader of Third World interna-
tionalism, Chilean and cepalino economist Pedro Vuskovic was retrained 
as a dependentista. With an undergraduate degree in commercial engi-
neering, Vuskovic joined CEPAL shortly after its establishment as a statistics 
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assistant in 1950. Participating in the core activities of the institution, Vus-
kovic trained regional economists, led the economic development country 
studies of Colombia and Peru, and contributed to the formulation of Bo-
livia’s development plan. Simultaneously, Vuskovic taught at Universidad 
de Chile, where he cemented cepalino influence over the economics profes-
sion through his courses on national planning for economic development.72 
Vuskovic, alongside other Chileans who became part of the Unidad Popular 
government of Allende, were all active participants in the seminal discussions 
at CEPAL back in 1964 that resulted in the production of Dependency and 
Development. Following Cardoso and Faletto’s typology—which desig-
nated different forms of dependency based on whether export sectors 
were national or foreign-owned—Vuskovic formulated a diagnosis of the 
Chilean development. He argued that the “relations of dependency” estab-
lished when Chile integrated to the global economy as a mining enclave in 
the late nineteenth century, prompted the expansion of a modern industrial 
sector at the service of the export economy, whose limited spillover effects 

Figure 6.2  Raúl Prebisch shakes hands with the Indian Minister of the Economy 
at UNCTAD-II in New Delhi in 1968. After the meeting, Prebisch stepped down 
from his position as head of UNCTAD and from his leadership role in negotiating 
a new international economic order. ​ (UN Photo / PR.)
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over the economy as a whole resulted in contemporary sluggish growth 
and concentration of income.73 But Vuskovic was not only influenced by 
dependentistas at CEPAL. Shaped by the increasingly radical vent of de­
pendentistas at the Universidad de Chile, Vuskovic assumed the director-
ship of the university’s Instituto de Economía after resigning from CEPAL 
in 1968 and “gave the program a Marxist cast.” It was “designed along 
the lines of the campaign economic program of President Allende” and 
ended up “polariz[ing] faculty and students” even further.74 A friend and 
collaborator of Senator Allende since his 1958 presidential campaign, Vus-
kovic became minister of the economy when his Unidad Popular coalition 
triumphed in 1970 (figure 6.3).

With the political ascent of Vuskovic and other social scientists of the 
left, dependency theory became part of the Chilean experiment of demo
cratic transition toward socialism. Allende, who had always “held Cap-
ital on one hand and cepalino studies on the other,” engaged in a quite 
aggressive talent search to find personnel that, among others, left the Uni­
versidad de Chile’s Instituto de Economía where Vuskovic worked highly 
understaffed.75 Many economists from the same university’s Centro de 
Estudios Socio-Económicos led by dos Santos and the Brasilia group also 
joined the new administration.

Figure 6.3  Minister of the Economy Pedro Vuskovic alongside Chilean presi-
dent Salvador Allende. Vuskovic, a long-time cepalino, was present at the seminal 
meetings between an old and a new guard that gave rise to the concept of depen
dency. Retrained as a dependendista, he brought dependency theory to the Chilean 
Way to Socialism. ​ (Biblioteca del Congresso Nacional de Chile / Wikipedia Commons.)
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In a matter of weeks after the election, Vuskovic outlined the program of 
the Unidad Popular. In a terminology closer to cepalinos, Vuskovic had de-
fined the Socialist Party program for the previous election back in 1964 as 
an effort to “combat the structural distortions that limit economic devel-
opment.”76 Dependency ideas had shattered the long-held conviction in the 
revolutionary power of the national industrial bourgeoisie and the expan-
sion of internal markets as the source of economic autonomy. The owner
ship and control of the means of production, both of which, in the emerging 
socialist project, belonged to the state and the organized popular forces 
known as “poder popular,” were placed in its stead. More confident and 
radical, Vuskovic characterized the economic policy of the Unidad Popular 
as the means to “transform not reform” the system and to broaden and con-
solidate “popular power.”77 To do so, the primary goal was the redistribution 
of income through the agrarian reform, the nationalization of the copper 
industry, the socialization of key industrial enterprises, and the state-control 
of the banking sector. For social scientists and intellectuals turned depen­
dentistas, the dependency turn fueled the Chilean Way to Socialism.78

As the transition to socialism accelerated, Vuskovic and the economics 
of the left became increasingly under attack. Committed to mass politics 
and the mobilization of the popular forces, Vuskovic became a controver-
sial figure in a coalition government fractured among conflicting views of 
socialism and under acute political opposition and external pressure. On 
the one hand, dos Santos and others on the left applauded Vuskovic’s de-
termination to move Chile’s experiment beyond “a very radical national 
liberation movement.” By requisitioning key monopoly corporations and 
inaugurating the “social economic area,” as the state-owned sector of the 
economy was called, Vuskovic had “provoked the ire and desperation of 
the bourgeoisie” and firmly began to organize the economy “under a clear 
socialist principle.”79 On the other hand, the Communist Party members 
increasingly criticized Vuskovic for his lack of attention to the soaring in-
flation, shortages, and balance of payments restrictions that plagued the 
economy after the second year of the administration.80 As the political par-
ties coalesced cornering Allende and the strikes of merchants, transporters, 
and other capitalists almost paralyzed the economy, Vuskovic advocated 
for larger popular mobilization and the deepening and accelerating of the 
socialist program. Allende, who advocated for gradualism and who by 1972 
was desperate to appease some of his opponents, sided with the Commu-
nist Party in the need for a “less extremist” economic direction.81 As a result, 
Allende asked for Vuskovic’s resignation in mid-1972. As the financial and 
economic crisis persisted after Vuskovic’s departure, some younger econ-
omists found themselves disillusioned with the left’s “theoretical poverty 
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and simplicity of economic analysis” and its inability to “move beyond 
dogmas and toward technical financial analysis.”82 Discredited and even 
at times also scapegoated, the economics of the left became the object of 
stringent debates about political and intellectual responsibility of the profes-
sion after the tragic end of Allende and of the socialist experiment in Chile.

While many dependentistas were forced out or on retreat in Chile, Car-
doso and his allies were on the rise in Brazil. Upon his return from Paris in 
1968, Cardoso obtained a professorship at his alma mater in São Paulo that 
was shortly after annulled by the military still in power. After mass protests 
and mounting dissent that same year, the military regime adopted a harder 
line that began with shutting down Congress, eliminating habeas corpus, 
and expanding the list of crimes subject to imprisonment, all of which 
curtailed expression and facilitated repression. The universities, many of which 
had remained relatively untouched, became the object of severe repression. 
While still in Santiago, Cardoso and other younger colleagues, anticipating 
the situation, had begun to discuss the possibility of establishing an inde
pendent research center to overcome the restraints imposed on academic 
life in Brazil.83 As more professors like Cardoso were banned from univer-
sities and the spaces for academic work narrowed, the initiative acquired 
urgency. Familiar with the institution since his CEPAL years, Cardoso ap-
proached the Ford Foundation, which, in turn, was looking to concentrate 
its efforts in Latin America in a few promising institutions.84 By rallying the 
financial and political support of paulista industrialists, journalists, artists, 
and politicians, Cardoso not only convinced the Ford Foundation that they 
could “work and assist some leftists” but he also created and broadened 
the social network of the future institution.85 Although the alliance with 
the Ford Foundation alienated some intellectuals who feared meddling 
and abhorred imperialism, especially with the precedent of Project Camelot, 
Cardoso and his colleagues moved forward with the project, giving rise 
to Centro Brasileiro de Análise e Planejamento (CEBRAP). Spearheading 
an alternative institutional model for the social sciences as the military 
regimes across Latin America foreclosed the traditional spaces, CEBRAP 
also became the site where Cardoso recast dependency ideas into a new 
political project.86

In a moment of intense political repression and at the apex of the “Bra-
zilian economic miracle,” Cardoso emerged as the “military regime’s most 
cogent intellectual critic.”87 The 1968 peak of protests and dissent and the 
repression that followed led to the reemergence of the armed insurrection 
and the intensification of policing and torturing in the hands of the state. 
Despite the despairing political situation, CEBRAP appeared as “one of the 
oases of freedom” in the country.88 Cardoso and the senior members of 
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CEBRAP organized mesões, or roundtables, that brought together social 
scientists from universities in and outside of São Paulo, stimulating the 
country’s intellectual debate on the ongoing political situation and consoli-
dating the center as the leading institution in the country. Although the 
bulk of the work at CEBRAP in those years revolved around what were 
considered “technical” and thus politically “safe” topics such as demog-
raphy and urban planning, its members produced texts on “hot” areas such 
as Cardoso’s “Brazilian Political Model” and Paul Singer’s “Contradictions 
of the Brazilian Miracle,” among many others that helped framed the de-
bate for the intellectual left and envision alternatives for the opposition to 
the regime.89 Some of these ideas were translated to broader audiences 
through the regular contribution of Cardoso and Singer to the oppositionist 
journal Opinião and of them and other members to the weekly magazine 
Movimento.

From CEBRAP, Cardoso and others challenged the prevailing ideas 
held by the Brazilian opposition about the character and scope of the mili-
tary regime. The military coup that deposed a populist and nationalist 
president in 1964 had transformed into an enduring military regime that 
maintained some trappings of democracy with alternating presidents, in-
direct elections, and an opposition party by the end of the decade. For 
Cardoso, the existing military regime was not the product of imperialist pen-
etration that the nationalists claimed, and therefore he found the “nation-
alist” opposition strategy of the intellectual left ill-conceived and unproduc-
tive.90 The regime was neither a conservative reaction of the landed interests 
against industrialization and development in defense of the “agrarization” of 
the economy, as oppositionist intellectuals like Furtado claimed. Rather, the 
military’s economic model was the product of what Cardoso called an “as-
sociated dependent development,” an alliance between foreign and local 
bourgeoisie, public and private enterprises, bureaucrats and middle classes, 
in which the dominant partner was the developmental state.91 Therefore, in-
stead of the stagnation that many oppositionists anticipated, the “Brazilian 
political model” created by the military brought economic dynamism. In-
stead of “pastorization” of the economy, it fostered the rapid expansion of 
the industrial sector. Instead of the dominance of private capital and a pas-
sive state that those who attributed the coup to capitalists imagined, the mili-
tary regime had strengthened the state through the expansion of a modern 
and entrepreneurial public sector and a growing bureaucracy. Instead of so-
cial stagnation, the regime enabled and encouraged social mobility in an ef-
fort to create the “complacent apathy of the middle classes,” as they seized 
education and employment opportunities and consumed the manufactured 
goods of a growing industry.92
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By recasting the character of the regime, Cardoso hoped to present a 
strategy for the opposition to the dictatorship that was not armed revolu-
tion nor old-school nationalism. Despite his structural explanation for the 
rise of the military regime in Brazil, Cardoso was emphatic in declaring, 
“I do not think that 1964 was written in the economic logic of history.”93 
Cardoso encouraged the opposition to take the aspirations for social 
mobility seriously and instead of rejecting the prevailing consumerism, 
condemn the growing inequality. Instead of deploying its “phraseology 
of imperialism,” Cardoso urged the opposition to concentrate its efforts on 
the respect for civil and political liberties and in opening forms of political 
participation.94 While buttressed on the analytical framework of depen
dency, Cardoso transitioned toward his preoccupation with authoritari-
anism and democracy.

As intellectual leader of the opposition, Cardoso became increasingly po
litically involved. Building on the concept of “associated dependent devel-
opment,” Cardoso envisioned an oppositionist strategy of what he called 
“strengthening civil society” that gradually came into being as the Catholic 
Church; professional associations; middle-class and favela neighborhood 
organizations; black, indigenous, and women movements; and especially 
labor unions mobilized against the military state in the late 1970s and 
early 1980s.95 Simultaneously, as the Movimento Democrático Brasileiro 
(MDB), the official opposition party, seized the moment to turn direct 
congressional elections of November  1974 into a plebiscite against the 
military, the paulista MDB leader rallied CEBRAP’s support in a congres-
sional inquiry into the multinational corporations and, most importantly, to 
outline the party platform.96 After that initial overture, the collaboration 
between CEBRAP and the MDB increased over the years, culminating in 
Cardoso’s formal integration to the party and his election as deputy sen-
ator in 1978. For Cardoso, the prestige and intuitions of his Dependency 
and Development unleashed a long and controversial trajectory, further 
discussed in the Epilogue, that consolidated his intellectual but also his po
litical leadership in the following decades.

Closures and Reopenings

With the one notable exception of Cardoso and his allies, the advent of 
authoritarian regimes shattered the projects that dependency theory and de­
pendentistas had unleashed. Starting with the Brazilian military coup in 
1964 that forced the pioneer dependentistas into exile in Chile, the military 
regimes shaped the dependency turn in different and sometimes unexpected 
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ways. In the right-wing regimes of Argentina and Uruguay, the young and 
radical armed militants inspired by Marxism and dependency were perse-
cuted and decimated. The social scientists, who through the 1960s made 
militancy and revolution the essence of academic life, were, in the following 
decade, the object of repression and censorship as “armless subversives.” 
Academic and intellectual life were also narrowed in left-wing authoritarian 
regimes. While leading social scientists denounced cooptation in Peru, the 
repression against “dissident” intellectuals soared in Cuba in the early 
1970s, reducing the space of dependency ideas.97 The authoritarian turn 
in Chile, in which freedom of expression and pluralism prevailed like no-
where else, was perhaps the worst blow to dependency.

The military coup against Allende was a coup against the social sciences 
and dependency ideas. Interrogation, imprisonment, and executions of 
Unidad Popular members and supporters began immediately after the instal-
lation of the military junta in September 1973. Cepalino Carlos Matus, 
former minister of the economy, Central Bank manager, and head of the 
development corporation, was taken to the concentration camp in Isla 
Dawson, where he remained for two years. Torture quickly ensued. Within 
the first two months, over thirteen thousand people were detained, more 
than one thousand were killed, and seven thousand fled the country. Like 
many other economists, sociologists, and intellectuals, Vuskovic went into 
exile in Mexico, where he rallied the support of the government and spear-
headed the creation of Casa de Chile. While Frank found a research 
position at the Max Planck Institute, dos Santos became professor at the 
Universidad Nacional Autónoma de México after having spent six months 
in the Panama embassy, taking refuge from military persecution. Hun-
dreds of thousands left Chile during the course of the regime aided by soli-
darity movements in Latin America, the United States, and Europe.98 The 
exodus of Chilean and foreign intellectuals and social scientists was devas-
tating for what was a vibrant intellectual milieu.

Santiago, the hub of social sciences in Latin America in the postwar era, 
was shattered right at the peak of the universalization of the paradigm of 
dependency. Centers and institutes were dismantled, students and faculty 
expelled, and severe censorship from the military junta broke havoc on the 
institutional apparatus of dependency theory and the social sciences more 
broadly. The departments and institutes of sociology and political economy 
were the most affected, with the Universidad de Chile losing 90 percent of 
its faculty. CESO, the institution that had hosted Cardoso but had become 
the springboard for Frank and dos Santos, was closed permanently. Finan-
cial cuts and self-censorship deprived the remaining faculty of the possi-
bility of engaging in creative and research work.99 Some attempts were 
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made by the Ford Foundation and the Social Science Research Council 
(SSRC) to maintain intellectual activity in Chile. Yet the panorama was bleak. 
Chile had become isolated. Nobody spoke. The work of Faletto, one of the 
few prominent intellectuals who remained in Chile, was “virtually empty.”100 
As survival took precedence, work on dependency receded.

The military curtailment of intellectual endeavor notwithstanding, many 
Latin American intellectuals also wanted to lay dependency to rest. As rev-
olutions were halted and revolutionaries crushed, they began to examine 
the shortcomings and failures of the left. Chilean sociologists began to re-
member the Universidad de Chile, traditionally associated with the Socialist 
Party, as the hotbed of “a vulgar form of Marxism.” The Chilean intel-
lectual community seemed increasingly baffled that dos Santos and Frank 
had dominated the field with a “juvenile, “student-like” language. In Frank’s 
hands, dependency transformed into “brilliant politics without sociology 
and economics,” a sociologist recalled.101 Many social scientists were dis-
oriented. Others, like FLACSO economist and future president of Chile 
Ricardo Lagos, had a more definitive diagnosis. “Social scientists must 
accept much of the responsibility for the current situation,” he claimed. As 
so many social scientific institutions became partisan, as intellectual debate 
was restricted to political strategy, and as research was narrowed to whether 
“the Left could win the next election,” the social scientists “looked almost 
like pamphleteers,” Lagos claimed. They made the social sciences vulner-
able and reduced the prestige that could have protected them from authori-
tarianism, Lagos added.102 At a certain point during the military regime, 
the Chilean social scientists, including some dependendistas, began to ques-
tion their assumption of the political commitment of the intellectual and the 
preeminence of revolutionary transformations over formal democracy. As 
a result, many were demoralized or even discredited.103 The theory of de
pendency had been crushed from without and would be gradually under-
mined from within.

Although, or perhaps because, most dependentistas were in retreat in 
Latin America, dependency theory was drawing increasing attention in the 
rest of the world, as discussed in the Epilogue. The Cuban Revolution and 
the Chilean Road to Socialism had brought intellectuals from North Amer
ica and Europe who wanted to participate in or at least observe these 
unique experiments of social and economic transformation. Simultaneously, 
European and especially North American institutions provided scholarships 
and research fellowships in an effort to understand and perhaps also con-
tain the growing radicalism in the region.104 In their stays, students and 
faculty, literary critics, and social scientists came in contact with the pre-
vailing intellectual debates in the region, discovering dependency theory and 
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other ideas taking shape in the increasingly radical 1960s.105 With the 
advent of military regimes, foreigners and Latin Americans went into exile, 
taking dependency ideas with them.106 The wave of exiles of dependen­
tistas as well as their allies and their enemies complemented the efforts of 
Frank, Cardoso, and dos Santos, with different degrees of success, to make 
their ideas circulate in international academic and nonacademic circles. 
As a result, a radical cohort of Latin Americanists emerged in the United 
States in the 1960s and in Germany and others later on, who adopted de
pendency theory and Marxism as the privileged paradigm of research as 
well as the mechanism to liberate the social sciences and academia from 
their imperialist trappings. In spite of the success of dependency theory 
around the world, the pioneer dependentistas resented the reception of 
their ideas.

As the main object of condemnation, Frank became the face of the de
pendency movement in the global social sciences. The first of the pioneer 
dependentistas to be published and to do so in English, Frank had a com-
parative advantage over the others.107 Although Frank and Cardoso were 
equally translated into German, for instance, the references to Frank in so-
cial scientific journals in English and Spanish of the time doubled those of 
Cardoso.108 Founded by a group of radical social scientists in California, 
the journal Latin American Perspectives, to give another example, aspired 
to provide space to Latin American voices and instead “Frank had appeared 
in almost every issue, even if most often as the target of an attack.”109 
Pleased to be recognized as the “point of departure” of the new dependency 
theory, Frank, was nonetheless, recurrently fending off criticisms for what 
he thought were more attacks on his “ultra-leftist” persona than on his 
ideas, with two exceptions. Frank took seriously the challenge of Marxist 
thinkers on his focus on circulation more than production as the definition 
of capitalist accumulation. He also appreciated the criticisms of dependen­
tistas like Marini and dos Santos, who contested his emphasis on the ex-
ternal more than the internal structures of dependency. Both of these 
critiques gave Frank intellectual stimulus.110 While cultivating enemies 
worldwide, Frank believed his rejoinder would come in the analysis of 
the world’s cycles of capitalist accumulation in Asia, Africa, Middle East, 
and Latin America since 1500s to the present that he was devoted to. If 
Frank reveled in the attention, Cardoso contested it.

At the peak of influence of both dependency theory and Third World 
socialism, Cardoso was adamant to dispute the dominance of Frank over 
the meaning and scope of dependency theory. In an attempt to signal 
deception and reassert his position, Cardoso described the reception of 
dependency theory as the “propagation of a myth,” an almost ritualistic 
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repetition of archetypes of “dependency and development, exploitation 
and wealth, backwardness and progress,” in which the “imagination is 
bound to preestablished models.” As a result of this “ritualistic consump-
tion” in global circles, the contribution of dependency theory was assimi-
lated to be the “external conditioning of Latin American economies, which 
was taken for granted [within Latin America]” rather than the interest 
to “grasp the political alliances, the ideologies, and the movement of struc-
tures within dependent societies.”111 To challenge the originality and 
groundbreaking character of Frank’s work, Cardoso situated the intellec-
tual genealogy of “dependency” first, as product of the “critique of critics of 
‘orthodoxy’ ” that, like him, “took the CEPAL problematique and defined 
it radically,” and second, as part of a “long tradition of Latin American 
thought,” that periodically “resurrects Marxism to understand economic 
structures and structures of domination” but “does not suffocate the his-
torical process by removing the struggle between groups and classes”112 
(figure 6.4). Like Prebisch and cepalinos had done with classical liberalism 
in the past, Cardoso denounced Frank and his “vulgar Marxism” as alien to 
an imagined “Latin American tradition.” Not only was Frank’s dependency 
not new but it was also not “Latin American.” Not fully secure at the time, 
Cardoso would see the tables turn shortly after.

Latin American intellectuals in the United States, many of them exiles of 
the military regimes, quickly followed Cardoso’s lead. They felt that, de-
spite not having coined the term “dependency,” Frank had become the most 
famous interpreter of Latin America and the spokesperson for those who 
claimed to speak from and for the periphery of the global economy. “De
pendency analysis in the US became known not through the writing of Latin 
Americans but through interpreters,” political scientists Samuel and Arturo 
Valenzuela claimed. Those interpreters pointed to Frank as the origins of 
the new paradigm, who in turn, had presented “oversimplified and distorted 
views of the Latin American contribution,” they added.113 Tulio Halperín-
Donghi, Argentine historian and recent émigré to Berkeley, wrote a few 
years later that Frank “purported to offer a radically new view of the re-
gion” yet “based on a violent rejection of all Latin American intellectual and 
ideological traditions.” Halperín-Donghi, author of a best-selling and en-
during textbook on the history of Latin America based precisely on that ‘re-
gional intellectual tradition,’ concluded that Frank’s vision was instead “the 
child of the North American political awakening.”114 Frank was certainly 
one of the many outsiders who through the centuries have claimed to “dis-
cover” Latin America. But to dismiss Frank’s “dependency” as foreign to Latin 
America, these intellectuals, despite their valid critiques emphasizing Frank’s 
oversimplifications and generalizations, also turned a blind eye to Frank’s 
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proximity to dos Santos and the rest of the Brasilia group since his early 
days and therefore to some of the voices in the regional debate.

The rejection of Frank’s framing of dependency represented a broader 
shift within the region’s political landscape. As Latin American discourse 
moved away from underdevelopment and revolution to the rhetoric of 
democracy and equality, dependency theory à la Frank fell out of fashion. 
By the 1970s, more than its controversial Marxist credentials, the stature 
of the theory’s contribution had become intertwined with its locus of 
enunciation, so when it became associated with “North American” Frank, 
it lost credibility to many in the Southern Hemisphere at the very moment 
it was facing extreme political pressure and internal criticism.

Frank’s fate among Latin Americans was similar to that of dos Santos, 
Bambirra, and Marini upon their return to Brazil in 1979. After almost a 
decade and a half of exile, dos Santos and the Brasilia group, where Frank 
had originally found a community in the 1960s, found themselves not only 

Figure 6.4  Left to right, Fernando Henrique Cardoso, Raúl Prebisch, José Serra, 
and Aníbal Pinto, old guard cepalinos and vanguard dependentistas, reunited in 
Santiago in the late 1970s, mending old rifts. ​ (Acervo Presidente Fernando Henrique 
Cardoso.)
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forgotten but actively sidelined. Whereas Cardoso and many of the social 
scientists of the paulista group had created an institutional space through 
CEBRAP, dos Santos, Bambirra, and Marini could not obtain a permanent 
academic position until the early 1990s. Whereas Cardoso began a political 
career in the 1970s and was two-times senator in the following decade, dos 
Santos lost the election for the governorship of his native state, Minas 
Gerais, in 1982 and for senator in 1986. In the words of dos Santos, he 
and his group found “extreme restrictions to reinsert [themselves] into the 
Brazilian reality.” Dos Santos believed that Cardoso and others had actively 
tried to silence them because their views on the transition to democracy 
differed from those of leading intellectuals like Cardoso. Dos Santos recalled 
that Cardoso and José Serra’s article entitled “Desventuras de la dialéctica 
de la dependencia,” “ended with a strong statement that it was necessary 
to lock up [Dos Santos and the Brasilia group’s] ideas in order to avoid them 
influencing the Brazilian youth.”115 Albeit the absence of the passage in the 
publication, dos Santos’s claim articulated a denunciation of an active ef-
fort to undermine his and the Brasilia group’s ideas in Brazil, which he at-
tributed to “a reaction against the influence that [their] thought had achieved 
at the international level.”116 Dos Santos and the Brasilia group were per-
haps confronting that they had become relics of the past as Cardoso’s 
dependency became hegemonic in Brazil. By the early 1980s, as the revo-
lutionary left lost the intellectual legitimacy it had in the previous decade, 
it was dos Santos and the Brasilia group who contested the predominance 
of Cardoso, just as Cardoso had challenged Frank’s dominance in Chile, 
Latin America, and then the United States in the early 1970s when revolu-
tionary fervors were at its peak.

Behind dos Santos’s outcry lay social and political transformations as well 
as individual choices. For once, a doctoral degree, which neither dos Santos 
nor Marini had obtained, became a requirement in a growing university-
system that aspired to compete in a global scale. In addition, the military 
regime had banned some of dos Santos’s work, and his classic books, orig-
inally written in Spanish, had been translated into multiple languages, but 
they did not exist in Portuguese.117 Dos Santos had devoted his work to the 
study of the international political economy and Brazil had lost prepon-
derance. Most important perhaps were the transformations in the Brazilian 
political landscape and the position that dos Santos and the Brasilia group 
decided to occupy within it. They had been absent from Brazil in the crucial 
decade in which Cardoso’s coalition and Luiz Inácio Lula da Silva’s Workers 
Party, the two political forces that would shape the future of democratic 
Brazil, emerged and they joined neither of them. For these dependentistas, 
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their project had been defeated, not coincidentally at the onset of Cardo-
so’s political trajectory, as we shall see next.

Conclusions

Before it went global in the 1970s, “dependency theory” was intellectually 
and politically influential in Latin America. As Brazilian pioneer dependen­
tistas converged in Santiago, ideas about dependency developed into “de
pendency theory,” and in so doing, prompted a sprawling social scientific 
agenda, nurtured enduring histories of the region and its place in the world, 
and gave rise to a paradigm shift in which structures and classes, world 
systems, and market forces came to occupy center stage. Feeding and being 
fed by successive and radically different political experiments in Chile and 
the developmentalist but authoritarian regime in Brazil, “dependency 
theory” transformed into a movement. Many of the pioneer dependentistas 
mobilized their intellectual and political capital toward national or region-
ally grounded projects. They imagined Latin America at a crossroads of 
regional and global processes and therefore privileged the region as the site 
where dependency theory transformed into political praxis. As the world 
began to look toward Latin America and these dependentistas inserted 
themselves in more global conversations, they continued to fight their battles 
in Cuba, Chile, Brazil, and the rest of the region.

Far from promoting an intellectual and political consensus, the consoli-
dation of “dependency theory” gave rise to lively debates and contending 
projects. In academic circles, dependentistas and converts discussed the ge-
nealogy and ideological underpinnings of the concept as well as the scope 
and political implications of the theory. Beyond academia, dependency 
theory galvanized political movements such as the Cuba-led revolutionary 
Third Worldism and the UN-sponsored economic internationalism that 
were at odds with each other. It inspired and promoted socialism in de-
mocracy in Chile as well as anti-authoritarian social-democracy in Brazil, 
just to name a few. The rapid and wide circulation of their ideas combined 
with the efforts of dependentistas themselves to translate dependency into 
political action raised the stakes for dependentistas to administer the 
meaning and scope of a concept embedded in some of the most salient proj
ects of their times.

Rather than succumbing with internecine theoretical disputes and con-
tending political ambitions, “dependency theory” gained momentum and 
thrived in the multiple meanings of dependency and with the frictions among 
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dependentistas and their allies. Gradually, dependency theory would trans-
form into a battle of intellectuals for position and for command over what 
was becoming a globally renowned category. At stake in the dispute was 
the ability of competing groups of intellectuals to represent Latin America 
in the global sphere and to interpret global capitalism from the perspec-
tive of Latin America. In the process, the stature of the concept shifted 
from its contested Marxist credentials to the locus of enunciation in the 
global South. Dependency theory became “Latin America’s contribution 
to the debate about development and capitalism.

In this search for Latin American origins, dependentistas returned to 
cepalinos, giving rise to the umbrella term “dependency theory.” The ce­
palino notion of center and periphery that was part of the early postwar 
discussion was both a very specific reference to the long-term decline interna-
tional terms of trade and a broad statement about the global international 
division of labor. That concept both attracted and repelled dependentistas 
and their followers, who then resignified and deployed the term with de
pendency theory in very different contexts and in very different projects. 
Writ large, dependency theory became therefore associated with both the 
establishment, with institutions like the United Nations, and the antiestab-
lishment with the Cuban Tricontinental Congress. It became associated 
with antiauthoritarianism in Brazil and Chile as well as with developmen-
talist military regime in Peru. In Latin America and beyond, the multiplicity 
of meanings and the diversity of projects that came to be associated with 
“dependency theory” attracted many followers and detractors and con-
tinue to do so, giving dependency theory global reach and an enduring 
attraction, which would soon be recognized as the world that Latin Amer
ica created.



 Epilogue
Dependency Theory in the World  

and Back in Latin America

With dependency theory, a new generation of Latin American social 
scientists became the cornerstone of a forceful and far-ranging intel-

lectual movement that captured the region and the world in the 1960s and 
1970s. Dependency theory became not just a fertile intellectual paradigm 
for the regional social scientific community but also a politically inspiring 
force for dependentistas, new converts, and for numerous cohorts of dis-
senters, radicals, and revolutionaries for whom it became synonymous with 
anti-imperialism, anti-capitalism, and the struggle against oppression and 
poverty. Intellectually and politically diverse, dependentistas as well as their 
followers and allies were nonetheless left in profound disarray with the rise 
of military regimes across the region. The resulting repression, exile, and 
fear dispersed dependentistas and threatened to put an end to the move-
ment. Yet those same forces that limited dependentistas’ ability to effect 
change in Latin America propelled dependency theory in the world, gaining 
traction among the intellectual and political movements seeking to under-
stand the postcolonial development in the global South.

By the time democracy returned at the turn of the twenty-first century in 
Latin America, cepalinos and dependentistas had undergone an intellectual 
and political realignment. They had created new institutions, formed new 
networks, and brokered new political alliances to oppose military regimes 
that opened a space for them in the new neoliberal democracies. While de
pendency theory traveled and conquered the world, some leading cepalinos 
and dependentistas directed their intellectual gaze and political capital 
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toward national struggles. In doing so, they took the legacy of dependency in 
paradoxical and unforeseen ways that nonetheless kept the ideas alive even 
in an era that was radically different from the one in which they emerged.

Dependency theory emerged just as the world’s social scientists were 
turning their attention to Latin America as a vital region to study and un-
derstand. The Cuban Revolution and the diverse political experiments that 
followed, including the Chilean Way to Socialism as well as the authori-
tarian turn in Peru and the Southern Cone, captivated both academics and 
the wider public. Important public intellectuals such as Eric Hobsbawm and 
Robin Blackburn in Britain, Jean-Paul Sartre and Simone de Beauvoir in 
France, and C. Wright Mills and Paul Sweezy in the United States contrib-
uted to putting Latin America in the spotlight of a wider discussion about 
underdevelopment and global inequality.1 The rise of writers like Julio Cor-
tázar, Gabriel García Márquez, and Mario Vargas Llosa, or what became 
known as the Latin American literary boom, cemented global intellectuals’ 
interest in the region. National governments, philanthropic foundations, 
and private organizations channeled resources toward academic and policy 
research in the region. The desire to thwart subversion and communism 
moved those in the United States; the British were interested in rekindling 
commercial relations; the German and the Dutch desired to expand their 
international development cooperation territory. By doing so, all gradually 
gave rise to the field of Latin American studies worldwide.

Through the course of the 1960s, that global interest in Latin America 
found an academic institutional expression, creating a space for dependency 
theory to take hold. Western countries saw the rise of multidisciplinary 
Latin American studies programs, institutes, courses, as well as a growing 
number of faculty and students. Through these academic programs and 
through development cooperation initiatives in Western Europe, scholars 
from the global North traveled to Latin America and Latin American 
scholars visited these programs, fomenting an intellectual exchange pre-
cisely at the time when dependency theory was on the rise in the region. 
The Latin American Research Review (LARR) in the United States and 
Journal of Latin American Studies in Britain were established in the mid-
decade to serve as rallying points and outlets of a growing community of 
scholars. As they found refuge in Western academic centers after being 
forced into exile by repressive military regimes, Latin American scholars 
circulated dependency theory and other ideas simmering in the region in 
the previous decade. Those ideas found a receptive and growing audi-
ence in North American and European universities, home to student 
movements against militarism, oppression, and economic and cultural 
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imperialism. The moment was ripe to propel the dependency movement 
across time and space.

Emerging almost concomitantly, dependency theory transformed or in 
some cases shaped the Latin American studies field across the world. In the 
United States, dependency theory and other Marxist-inspired approaches 
became the dominant paradigm of a field that almost doubled its size in 
terms of students, faculty, and publications from the second half of the 
1960s to the second half of the 1970s.2 In the United States, the field was 
quickly polarized and institutionally partitioned as new “anti-establishment” 
institutions and journals emerged as alternatives to the Latin American 
Studies Association (LASA) and LARR, its journal. Latin American Per­
spectives, one of those new outlets, gave dependency theory center stage 
on its first edition, a position the theory would occupy in numerous others 
in the years to come.3 In the United Kingdom and in West Germany, de
pendency theory, among other intellectual currents, fomented a shift from 
history and geography toward the social sciences and contemporary poli-
tics as well as a shift toward a more radical political orientation.4 The so-
ciologists at the Institute of Latin American Studies at the Frei University 
of Berlin “embraced dependency theory as the main analytical approach,” 
particularly the “ahistorical and undialectical variant of Andre Gunder 
Frank,” attracting numerous students to the field in the process5 (figures E.1 
and E.2). In the Netherlands, dependency theory was almost foundational 
for the Latin American studies field, which emerged later than its Euro
pean counterparts and in close association with politically active organ
izations, solidarity groups, and civic institutions that embraced Chilean 
exiles.6 These communities began to translate Latin American ideas to a 
wider European public.7

The dependency agenda rapidly crossed to other fields. While some British 
Africanists inspired by dependency ideas shifted their gaze toward Latin 
America, Africanist scholars discovered “Latin American” dependency 
theory at a time when the field was trying to shed its colonial under
pinnings and incorporate more African and Third World voices.8 Ground-
breaking in this regard was perhaps the work of Walter Rodney, an 
Afro-Guyanese Africanist trained in the University of West Indies and in 
London’s School of Oriental and African Studies. While influenced by rad-
ical Caribbean scholars, Rodney’s How Europe Underdeveloped Africa 
was a “statement of what came to be known as dependency theory” that, 
according to American political activist Angela Davis, altered the field of 
African studies since its publication in 1972.9 Inspired by Frank’s “develop-
ment of underdevelopment thesis,” which Rodney identified as “re-
flecting the thinking of progressive intellectuals in Latin America . . . ​
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now entrenched in the metropole,” Rodney introduced the problem of ra-
cial categories and identities to the evolution of the world capitalist system 
explored in dependency theory.10 Within a few years, Frank’s dependency 
theory was fostering a new agenda in African studies.11 While Rodney’s 
book was an important mechanism for the global diffusion of dependency 
ideas, other Africanists soon moved the theory beyond the area studies and 
into social science theory.

The network built by Egyptian economist Samir Amin spread Latin 
American dependency theory’s influence even further. Amin—who had been 
trained in the University of Paris in the 1950s under the same professor of 
cepalino Celso Furtado and who was then director of the ILPES-like UN 
African Institute for Development and Planning located in Dakar—traveled 
to Santiago in 1971.12 Andre Gunder Frank invited Amin, whom he had 
met in Paris a few years earlier, and introduced him to Theotônio dos Santos 
and other dependentistas. Arriving at Santiago in the successful first year 
of Allende’s Unidad Popular government and at the apex of the dependency 

Figure E.1  Fernando Henrique Cardoso (far right) and Andre Gunder Frank 
(to Cardoso’s right) in a conference organized by FLACSO-Santiago in Berlin in 
1974 at the apogee of dependency theory worldwide, 1974. ​ (Acervo Presidente Fer-
nando Henrique Cardoso.)
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movement, Amin was immediately captivated by Latin America and its in-
tellectual revolution. The following year Amin invited Fernando Henrique 
Cardoso, dos Santos, Frank, and Ruy Mauro Marini, the only one who 
could attend, to Dakar for a conference on “Strategies of Economic De-
velopment” in order to “present dependency theory to Africanists.”13 
Devouring the work of Latin American dependentistas and their network 
of dependency pioneers, disciples, and allies, Amin confidently declared, 
“the center of gravity of the reflection about our contemporary society has 
in the last 20 years transferred to Latin America.” “Since the contribution 
of Latin America to the analysis not just of underdevelopment but on the 
perspective of the world-system is considerable,” Amin urged European 
and North American scholars to turn their gaze to the region.14 The bridges 
created by Amin would bring together Latin Americanists, such as Frank 
and to a lesser extent dos Santos and Peruvian sociologist Aníbal Quijano 
with Africanist scholars, such as sociologist Immanuel Wallerstein and 

Figure E.2  All the participants of the FLACSO conference in Berlin. Among the 
attendees were cepalinos Celso Furtado (fourth from the right on the second line) 
and Oswaldo Sunkel (third row, third from the left), retrained dependentistas such 
as Edelberto Torres Rivas (third row, third from the right) as well as pioneer de-
pendendistas Fernando Henrique Cardoso (in the center and back) and Andre 
Gunder Frank (last row, fifth from the right). ​ (Acervo Pres. Fernando Henrique Cardoso.)
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economist Giovanni Arrighi, who had been working on the analysis of the 
capitalist world system in parallel with dependentistas.

The world-system theory was the result of the convergence of dependen­
tistas and those were observing the world economy from Africa. Like 
Latin America was for Frank, Africa was the road to the analysis of the 
world economy for Wallerstein. “It was Africa that changed the more stul-
tifying parts of my education,” he claimed, reflecting on his many years 
traveling the continent, observing decolonization projects.15 It was to 
Frank’s notion of the “development of underdevelopment” that Wallerstein 
attributed inspiration for his thesis in his major opus, The Modern World-
System.16 For Frank, Wallerstein’s world-system theory was “a more erudite 
and detailed version” of his dependency ideas about the “world economy 
without a hyphen.”17 For Amin, while Frank and others described the in-
tegration of Latin America to the world economy, he and Arrighi were, “in 
the same wavelength,” doing the same for Asia and Africa.18 Frank and 
Wallerstein, Arrighi, and Amin all came together in the 1970s and 1980s 
and, despite differences among them, became recognized as the “gang of 
four” of the world-system theory. Popularizing the center and periphery 
(and semiperiphery) model, world-system theory once again relocated the 
cepalino concept from development theory and practice to the wider and 
academically far-reaching scale of social science theory as well as involve-
ment in Third Worldism.

Both on its own and through world-system theory, dependency theory 
created sprawling research agendas in the social sciences, especially in the 
United States. In anthropology, the emergent world perspective of the 1960s 
became a central concern in the 1970s, leading practitioners to “situate eth-
nographic studies in the world-system” by analyzing the impact of industri-
alization, multinational corporations, or cash-crop production in different 
societies. Yet, whereas the world-system theory assumed or implied the 
unity and almost stability of the capitalist global system, anthropological 
critiques emphasized the nonclass, noneconomic mechanisms that subverted 
apparent “predictable outcomes” in which “counterforces were doomed to 
failure.” It emphasized the coexistence of different modes of production 
within the periphery such as in Sidney Mintz’s early work.19 In political sci-
ence, dependency theory drew attention to external forces and the impact 
of the international political economy on national political development, 
often neglected in analysis of domestic politics, especially within hegemonic 
powers.20 In economics, dependency theory, although stimulating some ap-
plied research, never became part of the mainstream academic community 
most likely because the discipline was undergoing an important transfor-
mation away from historical and institutional approaches.21 In history, 



	Ep ilogue� 203

dependency theory rekindled debates about coexisting and competing 
modes of production in colonial Latin America and prompted research 
projects on foreign investment and trade in the nineteenth century. All of 
this made social and economic history the foundation of the social sci-
ences and the “queen of Latin American studies” through the 1970s and 
into the 1980s.22 In sociology, dependency theory inspired a wide range of 
topics from the effects of economic dependence on mortality rates and in-
ternal inequality to structural dependence on peripheral urbanization and 
rural social change, touching almost every subfield.23 Perhaps the largest 
and more long-lasting legacy of dependency theory was for sociology of 
development and comparative politics, especially as it helped recast the 
meaning of dependency and the trajectory of some of the dependentistas 
and their allies. In political sociology and comparative politics, depen
dency theory fostered new projects and new classics. Cardoso and Faletto’s 
work led to the study of “industrialized yet peripheral economies” or what 
Wallerstein called the “semi-peripheries,” of the impact of multinational 
corporations, and of “dependent development” in Taiwan, Korea, Singapore, 
as well as of Ireland and Portugal.24 Among the new classics inspired by 
dependency theory were Peter Evans’ Dependent Development and his 
later contributions to “bringing the state back in,” and Guillermo O’Donnell’s 
Bureaucratic Authoritarianism, read alongside Barrington Moore’s Social 
Origins of Dictatorship.25 Friends and collaborators Cardoso and O’Donnell 
would transform the legacy of dependency while cementing its intellectual 
and political influence in the world and in Latin America.

Renewed by dependency theory, the sociology of development worldwide 
elaborated on and began to challenge some of its premises. In the United 
States, dependency theory gave rise to a bargaining model, emphasizing the 
choices and opportunities available for dependent societies and states to 
withstand global economic forces.26 In Germany and in the United States, 
there was a significant effort of both critics and supporters of dependency 
theory to test its hypothesis empirically, especially Frank’s “development 
of underdevelopment thesis.”27 Especially important in cementing the in-
fluence of dependency theory was the Max Planck Institute, to which Frank 
relocated until 1978 and to which he tried to bring many Latin Americans 
to recreate the Chilean “Centro de Estudios Socioeconomicos (CESO) in 
exile”28 (see figures E.1 and E.2). In the United Kingdom, the sociologists 
of development saw their work as an attempt to “modify some of the over-
simplifications that certain of the new theorists of dependence have intro-
duced with their sweeping vision,” referring to Frank’s work, which they 
nonetheless saw as a “monumental, necessary, and overdue change of 
emphasis.” After Frank had “stormed onto the scene in the guise of an 
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academic Che Guevara and captured the attention of undergraduates with 
his center-periphery model,” the British sociologists innovated in new 
topics such as cultural and technological dependence and forced reconsid-
eration of concepts other than class and dependence to analyze the social 
phenomena in developing societies.29 In the process of empirically testing 
or elaborating the theory, social scientists began to gradually disassociate 
dependency theory from Frank and discover other dependentistas, ones 
that were more pertinent to what was increasingly perceived as a new era.

Perhaps the greatest legacy of cepalinos and dependentistas, beyond their 
impact on academic fields or intellectual activism, was on Third Worldism 
and international economic governance. They were influential in trans-
forming the definition of the politically inspired and inspiring concept of 
the “Third World.” Although the Third World, as a category and a move-
ment, preceded them, the dependentistas, ushered in by their world-system 
allies, became important assets to the cause. The network-builder Amin con-
vened Latin American dependentistas, Asian experts, and their African 
counterparts in Santiago and Dakar in the early 1970s to establish the Third 
World Forum and bring together “thinkers” not “development officials” to 
conceptualize the Third World from a world system perspective.30 The Latin 
American contingent of the first informal group was composed of Fernando 
Henrique Cardoso, Celso Furtado, and Pablo González Casanova. The Third 
World Forum bore its first fruits in the following decade when Cardoso and 
Furtado had undertaken other political projects back in their native Brazil, 
but cepalinos and dependentistas were a fundamental part of Samir Amin’s 
plan to deploy the world-system theory for Third World internationalism.

As a result of the endeavors of Amin, dependentistas, and many others, 
the “Third World” transformed from a geopolitical to an economic cate-
gory. Whereas originally it designated those who did not belong to the Cold 
War East and West or the First and Second Worlds, by the 1970s, the Third 
World entailed an economic-based concept, designating the producers of 
raw materials and primary products in the periphery within the interna-
tional division of labor.31 Attesting to the transformation was the call for 
an “economic Bandung conference,” pivoting away from the political and 
geopolitical aspirations of sovereignty and self-determination of the 
1955 Asian-African summit toward the future context of the New Inter-
national Economic Order (NIEO).32

Cepalinos and dependentistas were also influential in the diagnosis of 
global economic inequality and the “call to arms” for a transformation in 
international governance in the early 1970s. In the context of the economic 
crisis of the Western world, Cold War détente, and OPEC activism and 
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greater economic leverage of the raw-material producers of the global 
South, African and Asian postcolonial leaders and Latin American statesmen 
joined forces to demand global economic reform and a new system of in-
ternational governance that culminated in the 1974 UN Charter for a New 
International Economic Order. Although the political leadership of Latin 
America in the NIEO may have been underemphasized, the wide-casting 
but vague net of “dependency theory” as an intellectual precedent has been 
often noted in old and new literature.33

At the core of the NIEO was the aspiration that gave rise to the cepalino 
project in the early postwar years. Like cepalinos, the NIEO attempted to 
transform the international system of trade and, more specifically, the un-
equal and detrimental division of labor between the raw material–producing 
peripheries in the South and the industrialized nations of the North. With 
the creation of the UN CEPAL, Latin Americans had established an impor
tant precedent for global economic activism of the Third World avant la 
letre that the NIEO promoters followed: the use of the United Nations as 
the vehicle for South-led global economic reform. The cepalino-led 1964 
UNCTAD not only provided the institutional stepping-stone for the NIEO 
but also provided the vocabulary and rationale. From Tanzania to Senegal, 
from Algeria to Mexico, the leadership of the global South embraced the 
diagnosis and terminology of the periphery’s falling terms of trade that ce­
palinos had made their own in the early postwar years as the rationale to 
advocate for the NIEO. This particular legacy of cepalinos and depen­
dendistas acquires a larger dimension considering the interest of recent 
scholarship on twentieth century internationalism in the NIEO.

This scholarship has placed significant weight on the NIEO as the peak 
of global South-led internationalism. Because the NEIO represented an aus-
picious but “contingent moment of political possibility,” some scholars 
consider the NEIO as the “high mark of developing countries’ efforts to 
influence the commanding heights of the world economy” or the “most am-
bitious program of anticolonial worldmaking.”34 Certainly, the NIEO en-
compassed and expressed wide-ranging demands that reflect what were and 
still are some of the most pressing and important problems affecting the 
world economy. It placed the system of trade, aid, and finance at the center 
of the global debate about poverty, economic inequality, and racial preju-
dice. It also embodied a moment of South-South solidarity that has allowed 
historians to reverse the trends in global history writing in which the South 
is often portrayed as a follower of the North.35 Furthermore, through the 
studies of the NIEO and other initiatives, scholars have been pushing 
against the universalism of the North and the implicit parochialism and 
inward-gazing of the South. Like this book, the recent scholarship portrays 
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midcentury state-builders and development experts like cepalinos as world-​
makers, as ambitious intellectual and political leaders aiming to transform 
the world economy. Seeking alternative origins to the “Wilsonian moment” 
that placed enduring anticolonial or counterhegemonic struggles in the 
White, North Atlantic, scholars have nonetheless converged in portraying 
the NIEO as the culmination of those struggles.

Instead, this book, like some of its main protagonists and unlike the 
thrust of the aforementioned scholarship, does not see the NIEO as the cul-
mination of the midcentury worldmaking project. The cusp of the cepalino 
and dependentista intellectual projects, in conflicting ways, surpassed the 
1970s internationalism as will be shown next. Furthermore, for cepalinos 
and dependentistas, Latin America, not the global arena, was the main the-
ater of their ventures. To begin with, Latin American dependentistas did 
not see themselves represented, paradoxically, in a movement whose ori-
gins are partially attributed to them. Many of the pioneers of “dependency 
theory,” a term often used to group and conflate the projects of cepalinos, 
dependentistas, and their world-system allies, had moved away from the 
Third World struggles or were never fully committed to them. Raúl Prebisch, 
for instance, who had since the postwar years advocated for interna-
tionalism and cooperation between center and periphery as the road to 
autonomy, resigned from the Third World struggle after the second 
UNCTAD meeting in 1968. Although the Santiago UNCTAD-III meeting 
of 1972 reignited his globalist project and would lead him to Peripheral 
Capitalism—what was perhaps his most radical work and thus, his path 
to rapprochement with dependentistas—Prebisch was at end of his career 
and on retreat at the moment of the NIEO.36 For hard-core dependentistas 
like Andre Gunder Frank, the project of UNCTAD from which the NIEO 
most proximately emerged represented the “sloganizing of [his thesis of the] 
‘development of underdevelopment’ ” and a form of bourgeois corruption 
of “dependency theory.”37 Other pioneer dependentistas and cepalinos, 
whose trajectories will be discussed in the following section, gave “depen
dency theory” new and perhaps unpredictable afterlives beyond the seeming 
NIEO climax. They made Latin America once again the stage of depen­
dentista political projects after the historical and historiographical turn that 
places internationalism as the main dimension of the “global” and global 
history. While this book shows the dependentista project thriving globally 
in the 1970s, it also imagines Latin America as important on its own right—
as the site of interplay of internal and external economic and political 
forces—as part of global history.

The lives of some dependentistas and cepalinos after the golden years of 
the cepalino project force us to reconsider the timeline of the worldmaking 
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development era. Instead of ending in the mid-1970s, the cepalino project 
lived on and transformed, resulting in an even more politically ambiguous 
legacy. As Brazil, the cradle of dependency ideas, and Chile, where depen­
dentistas coalesced and their ideas flourished, succumbed to military re-
gimes that made a devastating assault on the lives of intellectuals and 
intellectual life, many Latin American intellectuals, including some cepal­
inos, dependentistas, and their allies, reorganized themselves, their networks, 
and their ideas during the dictatorship and upon the return of democracy 
at the end of the twentieth century. The intellectual trajectories of Enzo 
Faletto and Fernando Henrique Cardoso, the authors of Dependency and 
Development in Latin America, and of Maria Conceição Tavares, perhaps 
the only female cepalina and one of the few female economists of the de-
velopment era, illustrate the conflicting ways through which cepalino and 
dependentista ideas were reconfigured in paradoxical and unforeseen ways 
and ushered in a world radically distinct from which they emerged.

Faletto exemplifies one of the multiple afterlives of dependency theory 
after the end of its golden years. In the late 1960s, when dependentistas 
converged in Santiago, giving rise to the dependency movement that would 
soon after sweep the world, Faletto had already abandoned dependency 
theory. Referring to the dependentistas as “competitors” and “charmers 
of the dependency snake,” Faletto disengaged from the acrimonious aca-
demic debates about the Marxist character of the theory and the heated 
controversies about the political options appropriate to dependentistas. 
Very early on, the dependency movement had illustrated for Faletto the 
perils of radicalization, a lesson that would be further consolidated as he 
and many other intellectuals searched for ways out of authoritarianism and 
into democracy. In the late 1970s and early 1980s, Faletto and others joined 
or created research centers that gradually became spaces for political de-
bate, headquarters of banned and persecuted political parties, and strong-
holds for the opposition against the military regime. Later, these centers 
and their leaders would facilitate the transition to democracy.38

Faletto belonged to the Centro de Estudios Económicos y Sociales Vector, 
a research center that brought together intellectuals previously associated 
with Allende’s Socialist Party and whose leader was Ricardo Lagos, a Duke 
University-trained economist, longtime faculty member of the Universidad 
de Chile, colleague and friend of Cardoso, and future president of the 
country. For Lagos, president of Chile from 1998 to 2004, Faletto’s ideas 
were fundamental. Inspired by Faletto, Lagos defended a definition of 
socialism that was less utopian and more pragmatic, less class and more 
social movement based, and more consensual and less sectarian.39 Through 
the process of renovation in ideology and praxis under authoritarianism, 
the intellectual and the political left, many of which were dependentistas 
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or their allies, carved a space for themselves in the postauthoritarian era and 
transformed the meaning of socialism from the nationalization of the means 
of production to the easing of the social burden of the neoliberal model.

In the 1990s, when Faletto’s political engagement had come to an end, 
Cardoso’s was at its peak. For Cardoso, Brazil was the locus of dependency 
theory and its transformation into a dependent and developed nation in 
the global economy, the object of his intellectual interest and political 
project. This preoccupation with Brazil led Cardoso to formulate an intel-
lectual arsenal to understand the military regime’s “associated dependent 
development.”40 An institution and network builder, Cardoso established 
a research center, Centro Brasileiro de Análise e Planejamento (CEBRAP), 
that not only became the rallying point for the intellectual left but also the 
intellectual arm of the Movimento Democrático Brasileiro (MDB), the 
party of the opposition against the dictatorship by the mid-1970s.41 Car-
doso’s intellectual prestige as a dependentista, his personal and family con-
nections with progressive industrialists, publishers, and politicians, and his 
leading role in the opposition to the military regime facilitated his political 
ascent from alternate senator in the late 1970s to two-term president of 
the country in the mid-1990s.

Cardoso’s ascent to power and his government, however, did not repre-
sent the triumph of dependency theory that many dependentistas and their 
allies in the intellectual left would have expected. He won the presidency 
based on the success of a monetary stabilization plan, not a development 
project, and in coalition with some forces of the right and against the rad-
ical forces of the left. As president, he championed Brazil’s deeper and 
broader integration into the world economy through what he called “sov-
ereign globalization,” and implemented so-called market-oriented reforms—
elimination of state monopolies, privatization of state-owned companies, 
liberalization of trade and finance, and equal treatment for national and 
foreign-owned firms—to “dismantle the Era Vargas,” the symbol of mid-
century state-led developmentalism in the search of economic autonomy.42 
Once a dependentista and prestigious leader of the Brazilian and the Latin 
American intellectual left, President Cardoso became the face of neoliber-
alism and the political right.

For Tavares, like many cepalinos and dependentistas, Cardoso’s plan rep-
resented the dismantlement of the world that cepalinos had created. “Con-
sidering that confronting globalization is impossible, Cardoso, like other 
statesmen of the left, has opted to kneel before it, hoping Brazil occupies a 
place with the victors rather than the vanquished,” Tavares, cepalina, House 
representative, and member of the left-wing Workers’ Party, declared when 
he took office.43 In the 1990s, Tavares found herself confronting a former 
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colleague, a fellow early critic of the cepalino project and of midcentury 
developmentalism, and a former partner in the struggle against both the 
military regime’s boasted “economic miracle” and the opposition’s myth 
of “stagnationism”44 (figure E.3).

A Portuguese-immigrant and a mathematician, Tavares was retrained as 
an economist and cepalina in Brazil in the late 1950s and early 1960s and 
has since then helped cement the influence of cepalinos in the country. Not 
only did she deploy cepalino ideas to contest authoritarianism but she trans-
formed old academic institutions and created new ones that bear the cepalino 
imprint to this day, including the Universidade Estadual de Campinas 
and the Universidade do Estado do Rio de Janeiro. She trained cohorts and 
cohorts of Brazilian and Latin American students on cepalino developmen-
talism from the late 1960s until her retirement from academia in 1993.45 
In the 1980s Tavares transformed from what she called a “militant aca-
demic” into a political militant. Tavares was catapulted to the public stage 
when she passionately defended on national television a cepalino-inspired, 
nonorthodox monetary stabilization plan as a “political vindication for the 

Figure E.3  Fernando Henrique Cardoso and Maria Conceição Tavares (left and 
right in the background, respectively) in Belo Horizonte, 1961. Friends and col-
leagues in the early 1960s and 1970s, they became political adversaries in the mid-
1990s. ​ (Acervo Presidente Fernando Henrique Cardoso.)
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economic profession that had been reviled by technocratic abuse.”46 In the 
1990s Tavares was elected to Congress in representation of the left-wing 
Workers’ Party. As Congresswoman, Tavares, in the name of cepalino-
inspired developmentalism, condemned the “denationalization” of the 
economy and the “destructuring of the productive forces” of the Cardoso 
reforms. Perhaps unwillingly, Tavares perpetuated the narrative that ce­
palino detractors had begun by narrowing the cepalino legacy to statism 
and industrialization. In strawman representations created by their oppo-
nents, cepalinos were represented as nationalists and inward-looking, es-
pecially in opposition to neoliberal cosmopolitans and globalizers. They 
were also seen as supporting macroeconomic populists in opposition to fis-
cally conscientious, neoliberal state managers.47 Nonetheless, her own 
presence in Congress and her long and influential career represented a re-
sponse to those forces who considered cepalinos old-fashioned and passé. 
In important ways, she has kept their project alive to this day.

In the “neoliberal” democracies that emerged after decades of authori-
tarianism, Faletto, Tavares, and especially Cardoso became more politically 
influential than perhaps ever before. As advisors and policymakers, presi-
dents or senators, these cepalinos and dependentistas, like many intel-
lectuals of their generation, crafted contemporary Chilean and Brazilian 
economies and polities. Some became advocates of a twenty-first–century 
approach to state-led developmentalism, while others became its fierce 
critics. Some became champions of a “New Left,” while others became its 
fierce opponents. Despite their conflicting trajectories, they all drew their 
intellectual authority and political leadership from a shared experience as 
pioneer critics of the midcentury development project in the 1960s and 
as sharp and vocal critics of authoritarian regimes and their “economic mir-
acles” in the 1970s. Repression and exile as well as their academic militancy 
made them more influential abroad, which, in turn, gave them additional 
protection and respect at home. It was their pedigree and legitimacy as ce­
palinos and dependentistas that gave these intellectuals the institutional, 
intellectual, and personal tools to bring about a new era in Latin America. 
Or in the words of Jorge Castañeda, “their ability to get to power stem[med] 
from the fact of their own power,” which in turn emerged from the en-
during legacy of the midcentury project.48

The conflicting trajectories of Faletto, Cardoso, and Tavares, in the af-
termath of dependency theory, reaffirm the arguments this book has made 
and at the same time raise new questions. First, they reveal the diversity of 
the political projects coexisting under the often-misleading rubric of “de
pendency theory.” For these intellectuals as well as for many cepalinos and 
dependentistas, the concept and vocabulary of center and periphery and 



	Ep ilogue� 211

many other terms encompassed in the term “dependency theory” offered a 
point of departure that could be taken in many and at times contradictory 
directions. The terms could refer to very concrete phenomena such as the 
long-term decline in the international terms of trade or to broader histor-
ical process like colonialism and imperialism, leading its champions to dif
ferent conclusions and political choices. This book recovers that diversity 
and points to the malleability of the terms as one of the major explana-
tions for the widespread influence of dependency theory as well as for its 
deficiencies and failures.48 It is often forgotten that dependentistas them-
selves drew different lessons regarding the political implications of depen
dency theory, both then as well as at the turn of the twenty-first century.

Second, through the afterlives of these dependentistas and cepalinos, the 
book returns to Chile and Brazil, the sites of the rise and fall of the cepalino 
project, as a means to demystify or, better defetishize, the global turn in 
the recent scholarship.49 Commendably, recent scholarship on international 
and global history has gone to great lengths to center those who were pre-
viously at the margins of global history and to situate seemingly national 
processes into global contexts. Following that impulse, this book has 
situated the birth of the cepalino project within the context of the con-
struction of postwar global economic order. It has shown the influence of 
cepalinos on the institutions of international governance but has done so 
through very local and national debates, in an effort to show the world 
Latin America created. And yet, despite the undeniable global influence of 
cepalinos and dependentistas, many of the figures in this book deployed 
their political capital primarily within Latin America. As this book shows, 
it was through the transformation of the region that they aspired to trans-
form the world. It was through their pens, speeches, and rallies that Latin 
America created a world that in turn became a global patrimony, hence 
the twofold meaning of the title.

But the “global”—the transformation of the world economy and the 
shaping of international governance—was not the end-all and be-all for ce­
palinos and dependentistas, nor the justification for this book. Neither 
Faletto, Cardoso, nor Tavares was drawn to the internationalism that gave 
rise to the cepalino project in the first place and that attracted many of the 
Third World advocates inspired by dependency theory in the late 1970s. 
Instead, they shifted their intellectual gaze and political energy to the 
national level. It was then, arguably, that dependentistas and cepalinos ob-
tained their greatest influence. Together and in conflict with each other, Car-
doso, Tavares, and other Brazilian intellectuals who came of political age 
under authoritarianism, contributed to keeping “dependency theory,” again 
writ large, alive in Latin America in the era of neoliberal democracies, in 
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which the last opportunity to tame the global forces of capitalism through 
South-South cooperation had passed and grand narratives were doomed 
to be relics of the past after the so-called “end of history.” It was in ob-
serving and contrasting, interpreting, and intervening in national and re-
gional projects, especially those of Chile and Brazil, that Latin America 
shaped the project of cepalinos and cepalinos shaped midcentury Latin 
America. They were and remained critical of those “catastrophists” who 
saw the destiny of Latin America as the “product of forces outside its con-
trol.”50 For the cepalino collective and a generation of intellectuals who 
spoke in terms of dependency, world system, and center and periphery, they 
were remarkably committed to local and national struggles.

Third, Cardoso’s political trajectory after the golden years of dependency 
theory opens up a research agenda to explain the neoliberal turn in Brazil 
and Latin America more broadly. Such an agenda must move beyond the 
narratives of betrayal of principles, political opportunism, or the “original 
sin” of a less radical version of dependency theory that has characterized 
the story of Cardoso and others who lived and later embodied the trans-
formation of the left after the disenchantment with Cuba first, and the end 
of real socialism, later.51 The first step of that agenda was to revisit the ori-
gins, meaning, and scope of dependency theory, a task undertaken in this 
book. However, that agenda also entails a reconsideration of neoliberalism 
as well as of the role of the intellectual left in making or facilitating the 
project of the political right. Since, as Amy Offner has argued, the new era 
was carved with the tools of the old, the story of Cardoso and others may 
help explain the rise of neoliberalism beyond narratives that emphasize the 
power of the Washington consensus and the US-based institutions. We need 
space for accounts of agents who, like Cardoso, traveled between and 
bridged two seemingly contrasting eras, bridging a “Latin American” con-
sensus for neoliberalism and envisioning a role for Latin American agents 
beyond either duplicity or complicity.52

The end of the midcentury development projects is usually attributed to 
the triumph of unfettered capitalism epitomized in the Washington con-
sensus and the neoliberal turn of the late twentieth century.53 In Latin 
America, the infamous Chicago Boys and their military sponsors are the 
main example of that narrative. They justified their project as an effort to 
redress “half a century of economic errors” of a developmentalism that ce­
palinos had become the primary reference of.54 However, as this book 
shows, the public offensive against the cepalino project began with depen­
dentistas and their denunciation that cepalino-endorsed state-led develop-
ment perpetuated, rather than abolished, the periphery’s dependence on 
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global markets and forces. A private or in-house offensive against the ce­
palino project arose in parallel to those of dependentistas penned by no 
other than Tavares herself.55 Although at times it thrived on dissent, the 
cepalino project also eroded through the conflicts and internal divisions 
among the core group as its members clashed ideologically and opted for 
different political paths for the transformation of Latin America. Not only 
did the fall of the cepalino project involve more than the neoliberal back-
lash but, as the stories of Tavares, Cardoso, and Faletto showed, it was not 
completely wiped out with the neoliberal turn.

The strength and endurance of the backlash against cepalinos from the 
left and the right attest to the power of the incumbents and reinforce one 
of the main arguments of the book. When it comes to the global under-
standing of the power of economic ideas in Latin America, the Chicago 
Boys take center stage as the intellectual tour de force that took over the 
region. Yet, the raison d’être of the Chicago Boys was to knock the cepal­
inos out of what had become an almost hegemonic position in Latin Amer
ica, especially in Chile and southern South America. It is therefore no 
coincidence that Chile was the cradle of the dependency movement and of 
neoliberal offensive.56 These two projects that usually dominate our view 
of Latin American economics emerged as a reaction to a form of cepalino 
hegemony in Latin America.

The cepalino hegemony grew gradually over the years but had become 
notorious by the 1960s. The two projects that usually dominate our view 
of Latin American economics, Chicago Boys’ neoliberalism and dependency 
theory, emerged as a reaction to a form of cepalino hegemony in Latin 
America. Cepalino regional surveys and in-country studies had become a 
crucial reference for policymakers and academics. The problem of the falling 
terms of international trade between centers and peripheries defined the 
scope and limits of development in Latin America and the policy response 
to the trifecta of trade, aid, and finance. Ideologically opposed projects such 
as the Cuban Revolution and the US-led Alliance for Progress adopted, al-
beit temporarily, the development diagnosis and vocabulary of cepalinos. 
It was in the early 1960s that research projects in the North and South 
emerged to “test” some of the cepalino ideas about the trade-off between 
inflation and development. It was also in the early 1960s that world-class 
experts from the main universities of the North Atlantic gathered to un-
derstand the debate between “structuralists” and “monetarists” that was 
shaping economic policymaking in Chile and Brazil. It was in that context 
that the staff of the International Monetary Fund (IMF), often portrayed 
as the dominant institution, was forced to recognize that they were losing 
the battle of ideas to cepalinos. And it was at the peak of cepalino influence, 
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that dependentistas and the Chicago Boys enlisted the weapons against 
what they saw as the established orthodoxy. Within a decade, cepalinos 
had become an obligatory point of passage for a myriad of actors across 
the region, creating a world for and from Latin America.

But hegemony certainly did not mean consensus. Even among the cepal­
inos, there were major fractures that at times moved the project forward 
and others tore it apart. In fact, what is commonly referred to as “depen
dency theory” often conflates the projects of many, including those cepal­
inos and dependentistas, who were often at odds with each other, separated 
by an intellectual generational gap, and engaged in opposing political proj
ects. While for cepalinos development was not only desirable but possible, 
for some dependentistas development was altogether impossible in a world 
capitalist system. Some cepalinos regarded international cooperation be-
tween center and peripheries as, alongside planning and state-led industri-
alization, the path to autonomy; for some dependentistas, dependency was 
embedded in a system that nonetheless did not preclude development. While 
some cepalinos and some dependentistas privileged internationalism as a 
strategy for development and autonomy, other cepalinos and dependen­
tistas concentrated their cultural, social, and political capital at the national 
level. In both Chile and Brazil, cepalinos fostered allies and opponents 
that nonetheless reinforced their privileged position in the regional land-
scape. However, since the influence of cepalinos also varied across the 
continental-size Latin America, more research is needed in particular coun-
tries beyond the core ones studied in this book to understand the weight of 
cepalinos in the scale of contending political forces and the particular ways 
in which their ideas were received, deployed, and reimagined.

Dependency theory, the professed counterpart to the global North’s 
modernization theory, is a less homogenous project than has often been 
portrayed. Our understanding of twentieth-century internationalism and 
development has moved away from the overbearing worldwide dominance 
of modernization theory foregrounded by the first wave of scholarship.57 A 
much more diverse and contentious world has emerged in its stead. This 
book has opened up “dependency theory,” a crucial worldmaking project 
of the global South, and in so doing, inaugurates new avenues to under-
stand not just where the South converges—in initiatives like the NIEO, for 
instance—but also where it diverges. Part of that answer may lay in what 
cepalinos found as they undertook the creation of the regional market: the 
relentless gap between center and peripheries within Latin America and 
the global South itself. As dependency theory, a term that often encom-
passes world system theorists, cepalinos, dependentistas, and potentially 
many others, went global, the meanings and interpretations varied lo-
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cally. Those different local or regional meanings and interpretations consti-
tute a great avenue for further research on not just parallels but also conflicts 
between Asia, Africa, and Latin America.

The world that cepalinos and dependentistas created emerged from a 
particular global conjuncture that “Latin Americanized,” for lack of a better 
word, wider debates. Like others around the postcolonial world, the devel-
opment project of cepalinos was not “derivative” of Northern projects nor 
“imposed from outside.”58 In the early postwar years, different interna-
tional organizations and economists were wrestling with the international 
terms of trade. When Latin Americans institutionalized their long-term con-
cern with the “trade and development” question through the creation of 
the UN CEPAL and Prebisch’s ideas about center and periphery found a 
home in the institution, the international terms of trade thesis came to repre-
sent the “Latin American” vision of development. In so doing, they inaugu-
rated the United Nations as a site of the global South’s economic agenda. 
Similarly, as “dependency theory” became “consumed” in the United 
States and the rest of the world and “mesmerized” observers of Latin Amer
ica and other world regions, Cardoso and other Latin American intellec-
tuals reclaimed theirs and thus the region’s “authorship” against foreign 
interpreters and intruders, who they claimed deviated from the local tradi-
tion.59 Thus, the two globally bound projects of cepalinos and dependentistas 
were, as this book shows, produced and refabricated as homegrown, Latin 
American products.

The coordinates of the world that cepalinos created in Latin America 
were global and therefore found worldwide resonance even as cepalinos 
themselves crafted and brought their project into action locally. Cepalinos 
defined their understanding of development in terms of the transformation 
of the global economy and the structural and functional relation between 
center and periphery. From the early postwar years, when development eco-
nomics crafted the notion of the “national economy” as a tool of nation-
state building, cepalinos were deploying their tools to conceptualize a 
“global economy” whose transformation began with the development of 
Latin America.60 Instead of the “savings gap” that permeated the rhetoric 
of World Bankers as well as postcolonial state-builders, cepalinos spoke 
of a “foreign exchange gap” that bound the national, regional, and global 
economies together and generated trade-offs between economic develop-
ment and monetary stability. Like some anticolonial worldmakers but un-
like some of the dependentistas that inspired them, cepalinos believed in the 
power of internationalism in trade and aid cooperation to foster national 
autonomy when accompanied by state-led national industrialization.61 It 
was the language of “falling international terms of trade,” “foreign exchange 
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gap” and “trade gap” that years later became foundational for the eco-
nomic definition of Third Worldism as well as to the justification for the 
transformation of the rules of international governance, a world that ce­
palinos and Latin America also inaugurated. It was the cepalino project and 
terminology of center and periphery that gave rise to the counter-project 
of dependentistas and its enduring intellectual legacies. But perhaps the 
powerful cepalino coordinates—those that generated academic research 
agendas worldwide, gave rise to Marxist and liberal internationalist Third 
World projects, guided and inspired Latin American and policymakers 
from Kubitschek to Allende, and politically mobilized cepalinos and depen­
dentistas in mid-twentieth century Latin America and beyond—transformed 
the world but not as cepalinos imagined.

The transformation of Chile and Brazil in the last thirty years, the two 
countries that cepalinos and dependentistas were most deeply involved with 
and whose trajectories most shaped their collective intellectual project, 
might surprise cepalinos. For mid-twentieth–century development econo-
mists concerned with Latin America’s ancillary position in the global 
economy, the leap of Brazil to become the seventh largest world economy 
and the entrance of Brazil and Chile into the global rich men’s clubs like 
the G-20 or the OECD would have perhaps been unimaginable. Initially 
concerned with growth and development more than equity, for cepalinos, 
the recent demands for better education and better health of a precarious 
middle class in Chile may seem as “First-World problems” compared to 
the midcentury battle to raise levels of income and increase access to educa-
tion and health for the population.62 It would not have crossed their minds 
that Brazil’s BNDE, the national development bank with which cepalinos 
partnered in the 1950s and with which they trained myriad of civil ser-
vants and economists, would expand to surpass the World Bank and become 
second only to China’s. Chile’s enduring combination of growth and low 
inflation would have shocked cepalinos concerned with the country’s long-
term combination of sluggish growth and accelerated inflation and the neg-
ative consequences for development of aggressively arresting inflation. The 
cepalino effort to transform Brazil’s, Chile’s, and Latin America’s position in 
the global economy and, by so doing, transform the global economy appeared 
to materialize.

Yet, Brazil and Chile were also far from making the world that cepalinos 
imagined. While the Brazilian path to development carried cepalino ideas 
to some extremes with both its high levels of protectionism and openness 
to foreign investment, Chile’s growth path was a complete reversal of the 
cepalino development project. Although Brazil and Chile reduced their 
long-term dependency on US markets and capital and increased intra-
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regional trade, they increased dependence on China. Instead of the indus-
trial powerhouses that cepalinos envisioned, Brazil and Chile became top 
agricultural producers, whose twenty-first–century growth was driven by 
the export of agricultural commodities and the expansion of gigantic agro-
businesses, on whose behalf Brazil deployed North-South rhetoric and 
took leadership roles in international governance.63 The Brazilian develop-
ment bank, the foremost symbol of the midcentury development project 
and the source of the expansion of national industrial bourgeoisie, ended 
up benefiting large multinational corporations later involved in regionwide 
scandals of corruption and misappropriation of public funds. In Brazil, the 
social provisions and benefits designed to reduce poverty and inequality 
promoted the expansion of the financial system to the benefit of the pri-
vate banking system. In Chile, the Socialists’ efforts to redress the military 
regime’s social debt have not met expectations.64 The twenty-first-century 
transformation of Brazil, Chile, and some parts of Latin America has yet 
to be reckoned with as more than a defeat of the midcentury development 
project, especially in light of the world cepalinos envisioned.

There’s some form of nostalgia in our current search for different world 
orders, for different paths to development, and for different strategies to 
fight the economic, political, racial, and so many other inequalities that con-
tinue to define our world. That nostalgia stands in stark contrast to the 
optimism, the sense of urgency, and almost zealousness that characterized 
the midcentury cepalinos, dependentistas, and many other world makers. 
Some might say that we should return to that midcentury world of utopias 
of the “impossible” in an effort to reject the pragmatism and the “econo-
mies of the possible” that we seem to be living in.65 Although cepalinos 
and dependentistas put the problem of global inequality front and center 
and that problem still is shaping the destiny of millions around the world, 
the world cepalinos envisioned was also in some ways limited. They did 
not foresee something that dependentistas captured. Through a historical 
process that preceded and outlived cepalinos and dependentistas, depen
dency theory captured an incipient transformation in the global economy 
in which the relation between centers and peripheries was effectively trans-
formed as the global periphery in Asia and Latin America industrialized 
and developed. The transformation of global power balances, however, did 
not result in the welfare and equality within the periphery and has left Latin 
America and the rest of the periphery with the greater challenge to address 
the internal structures of power and the economic inequalities within.
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