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Abstract
The UNASUR treaty has reopened the debate surrounding different economic
issues because it sets out to construct an alternative, viable and equitable
economic model. This paper argues for the inclusion of social developing
cooperation and gender equality through the creation of international
commitments that allow closing the gap between the existent laws and
institutions that supposedly guarantee equity and the welfare expenses. The
first section briefly reviews the main tendencies in public income and
spending in the region, emphasizing the situation of those countries in South
America that have alternative governments, commonly known as Pink Tide
governments. In the second part emphasize is places on how fiscal surplus
policies have deepened the social deficits and gender equality. The last
section provides a proposal, based upon UNASUR, which allows the creation
of economic instruments that permit a social convergence with gender
equality.
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"The challenge faced in the twenty-first
century is to alter the course of civilization,
changing its axis, in a relatively short
historical period, from the logic of the media in
the service of accumulation, to the logic of the
ends in function of social welfare, freedom
and cooperation among the peoples.”
(Furtado, 1999, 81)
Introduction
In Latin America, for many years, the welfare expenses have stayed below
the levels reached in developed countries. Although an optimal measurement
of the welfare expenses recognized by the economic mainstream does not
exist, was evident that, throughout the second post-war period, those
countries with greater public expenses for welfare were able to increase their
standard of living and to face, in better conditions, the economic cycle. (Tanzi
and Schuknecht 2000; Hall, 2010).
These authors indicate that “… the rapid expansion of the welfare expenses
between 1960 and 1980 is significant because it happened when many
countries were not jeopardize by wars; there was no depression and the
demographic development fiscally speaking, was good. This expansion
mainly reflects the change of attitude… towards the role of the State… when
the governments were perceived by many as being efficient in the positioning
and distribution of resources and in the stabilization of the economy” (Tanzi
and Schuknecht 2000, P. 16).
It was until the 80s that the monetarist vision that sustained that greater public
spending produces minor growth, spread and prevailed in economic literature
(Mitchell, 2005). This idea does not have arguments to sustain itself. Even
considering only short periods, in recent years very few countries presented a
relation between smaller welfare expenses and major growth (the United
States in the period of Reagan, Ireland and New Zealand in 90s).
In the different worldwide situation reports produced by the IMF, the idea that
the cuts in the public expenses (although considered necessary for the
stabilization) produced recession or at least smaller economic growth still
prevails The new theories of the growth and almost all modern
macroeconomics postulate that the major public expenses must be finance
with taxes and the taxes’ “excess” brings distortions to the agents’ economic
behaviour. For that reason, an enormous amount of literature that looks to
prove that higher taxes diminish the economic growth has been developed.
Nevertheless, in the Keynesian and postKeynesian theoretical universe, the
public expenses for welfare is an indispensable component for the expansion
of the demand, it is a stimulus to the deprived businesses, and is fundamental
for the generation and stabilization of the profits (Galbraith 1958, Minsky
1987, Davidson 2009). Still more, Minsky using the “Kalecki-Levy” profit
equation, sustained that aggregate profits are identically equal to the
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government’s deficit, plus the trade surplus, plus investment, plus
consumption out of profits, and less saving out of wages‘(Minsky 1992).
Despite the debate, during the XXth Century, public spending has been
essential anywhere in the world to finance infrastructure in energy, water, and
transport; for providing educative and health services, and for maintaining
scientist-technological research. It has been fundamental to stimulate the
economy when the recessions and depressions appear. In addition, it is a
basic component in a highly concentrate world because of its redistributive
effects, especially the generation of direct and indirect jobs it produces (Hall,
2010). In the United States, the Federal, State and local public spending in
2006, before the beginning of the global crisis, represented 36,1% of the
GDP, only in education it reached 7%, in defence the 4,8%, welfare 3%,
health 6%, and pensions 5,7%.
It is important to consider the composition of the public spending in order to
recognize the consequences it can have in the economy. For example, the
fast growth of the public spending between 1920 and 1940 was more linked to
the events of the world wars and the reconstruction of Europe and Japan.
Later, in 50s and 60s, it was intended to the construction of the welfare State
institutions, especially in developed countries. In many of the major
economies, a part of the more or less important spending has been financing
the industrialist-military apparatus and the wars (Hobsbawm, 2007).
Towards the 70s and 80s, the economic and political arrangements and
commitments of the postwar period that supported and provided sense to the
public spending and its composition, were quickly transformed, among others
causes, due to the problems of the corporations’ profits (Bowles, Gordon and
Weisskopf, 1991). In spite of the public spending importance and the
consequences it may have on the economic and social performance, deep
knowledge and social debate on its use or the institutions’ accountability does
not exist.
As far as the developing countries, the Washington Consensus’ third
generation policies, insists on maintaining a macroeconomic stability based
on fiscal surplus, even though the political and social situation of these
countries shows the evident “fatigue of the adjustment”. Especially in Latin
America (LA), the governments in permanent surplus regardless of their
ideological background do not have the institutional instruments or the
resources to take a development agenda ahead. In many LA countries, laws
of fiscal responsibility have been approved. They force governments to
maintain public budgets surplus balances. Other laws have granted autonomy
to the central banks and they prevent that these act like public or government
banks to financing the public expenditure. These laws have not been revoked
and on the contrary, they are considered indispensable to maintain
macroeconomic stability that means prices and exchange rates stables.
More recent conventional literature (by the international organizations, thinktanks and even regional institutions), instead of debating about the public
spending serious backwardness, its preferred interests’ destiny and the
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prevailing contracting and sub-contracting, has been dedicated to provide
constant support to: a. the idea of the public spending adjustment as a
guarantor of the macroeconomic stability; b. to the idea of increasing the tax
burden on consumption; and, c. to the idea of reaching a greater budgetary
and tributary decentralization. In relation to the social public spending, more
than to worry about the social breach between the countries or on the
enormous social debt, the miserable level of this public spending per capita,
mainstream arguments are placed on explaining that welfare spending other
has been badly directed and that it benefits the richest population quintile. The
insistence is placed on the regressive effects in the welfare spending, at the
same time as the regressive tributary structure is avoided.
The construction of a space of sovereign cooperation through UNASUR,
allows raising an alternative vision of international economic cooperation that
has as priority viable and equal social development. UNASUR looks to
achieve “social and human development with fairness and inclusion to
eradicate poverty and to surpass the inequalities in the region” (UNASUR,
2008). With regard to this second objective it is necessary to develop different
analyses and proposals that allow institutionalizing the different components
of cooperation for social development.
The following section provides a brief analysis of the LA countries’ social
spending, including some of the institutional conditions that are require in the
debate for international cooperation and social development in UNASUR. First
the main tendencies of the spending and the public income are presented.
Later, the gaps between social spending and the budgetary deficit that have
maintained and deepened social deficit, (currently face by the market solution
way) are analyzed. Finally, the significant consequences in the social
inequality are debated, highlighting gender inequality.
The reduction or stagnation in the social spending with increase in the indirect
tributary income is a combination that directly amplifies the social inequality.
All of the economic, fiscal and monetary austerity policies that impose the
necessity of reaching balance budgets at all costs, even surplus balances,
imply increasing social deficit. Because of this, international cooperation
frame by the UNASUR treaty is highly important. It will allow budgetary
deficits engaged to social development, implemented with transparency and
accountability together with institutions that guarantee a true progress with
gender equality.
1. Public Social Spending: Regional Gaps
In Latin America advances economic and social development have been left
to chance. In fact the region never reached levels of total employment as it
happened during the post war period in the developed countries. Thus,
workers’ income and families’ spending were not an important support of the
demand. The public spending has been a fundamental component of that
demand, successfully linking together to the domestic private capital, thus
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obtaining high growth rates. This link, in the last 20 years, supported the
unstable financial markets, reaching smaller rates of growth. It can be said
that the period of greater occupation in the region have been tie to the growth
in the public sector job market. In addition, some countries in the region,
especially those of South cone, reached a remarkable degree of development
in labour and political rights, although the advances in the gender equality
came much more slow. Nevertheless, the authoritarian dictatorships and
governments that prevailed in the region during the 70s and 80s annulled
many of the socio-economic democratic advances. In addition, a deep
doctrinaire change took place: from the regulation and State interventionism
towards the free market model.
Since the 1970s in the economies under dictatorships and from the 1980s
with the external debt crisis, the budgetary adjustment policies produced a
State reduction and transference of State-managed industries to the private
sector (privatization). Later, with the return of democratic regimes in almost all
the region, in 90s and 00s, the participation of global partnerships and
investors has lead to the contratismo, the deprived consultant's office and the
transference of substantive state activities to private companies (Guerrero,
2004). Public-private projects have arose that emerged from private finance
initiative that is a procurement method which secures private funding for
public institutions in return for part-privatisation.
Although it is indispensable to have data of the desegregated public spending
and longitudinal data for the study of its tendencies, this is not possible. The
most homogenous numbers are produced by the CEPAL and they are only
available as of 1990 and in some cases of 1997. Breakdown by sex appears
in very few occasions, which limits the analysis in terms of gender equality.
The region’s bigger countries high quality economic information is produced
since the 30s and 40s, but the dictatorships, the shift in the economic
paradigm, the debt crisis and the hyperinflations that accompanied them,
affected the recompilation of economic data and an economic statistic of long
terms.
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Regardless of the above mentioned situation, the data of Table 1 indicate that
total public spending in relation to the GDP in the last 20 years was stagnated
in Brazil and Chile; it decreased in Mexico and Peru; it increased modestly in
Bolivia; in Colombia and Uruguay it increased in the first half of 00s but fall
again; and increase constantly in Argentina, Ecuador, and Venezuela.
Except of Brazil and Chile, the public spending has grown more quickly in the
years the neoliberal model was no longer followed that in the previous period.
This last years dynamic is explained by the remarkable growth of the public
income reached because of the improvement in the exports’ prices and the
greater economic growth. This change in the tendency of the public spending
and income is more outstanding in the cases of Argentina, Bolivia, Ecuador,
Uruguay and Venezuela, as it can be observed in Table 2.

6

At the same time, in the last few years, most of the LA countries approved
fiscal responsibility laws that force governments to sustain budgetary balance,
and even for primary surplus. Pro cyclical fiscal policy was institutionalized
because smaller economic growth and smaller income force to diminish public
spending. These laws were pushed by the World Bank and have not been
modified in countries that have moved away from the neoliberal model. As it
can be seen in Table 3, for almost two decades, surplus in the public budget
before the payment of the financial costs (primary balance) has been
maintained.
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Thus, the fiscal responsibility laws that legalize the pro cyclical fiscal policy
prevent governments using the public spending to restrain and revert the
economic and financial instability. For this reason, any change in the energy
and commodities prices tendencies and in the capital investment inflows that
have favoured the region in the last seven quarterly, will produce a decrease
in the income and will turn the adjustment of the public spending into a
depressive and contractive force, as it has been over the past decades.
The redistributive force of the public spending has debilitated due to its
purpose of use, since an important part is use for the internal and external
debt interests’ payment. Insofar as the financial markets weakly recycle their
liabilities in local currency, the credit to nonbanking private sector enterprise
decreases, the active interest rates increase and they stay over the economic
growth and the inflation. Only Brazil exercises more than 7% of the GDP to
the public debt interests payment, more than 25% of the total spending. The
Latin American average is 3% of the GDP and 14% of the total public
spending.
The dissolution of public organizations that directly exerted the spending, the
privatization of the basic operations and the execution of the spending
through public-private partnership contracts weakens the redistributive
capacity of the public spending. The public spending is exerted through a
monopolistic and sometimes-global private sector so that the profits it
produces is transferred to the external markets in foreign currency. The public
spending exerted this way becomes a concentrating, regressive and highly
creative force of economic and social inequality (Galbraith, 2004).
2. Social Spending and Fiscal Surplus
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In big and well-developed economies the public domestic debt creates a
liquidity flow and profitability, certainty important for the operation of the
financial markets. Nevertheless, in the LA countries since the 1970s with the
external debt predominance, this role of the public domestic debt does not
operate. The external debt and its services incorporate the local financial
market to the creditor country’s financial market tendencies. The liquidity’s
cycle of expansion and contraction of the creditor country cannot be contained
by the indebted countries and on the contrary, the local markets are more
volatile and vulnerable. Thus, the public credit, but also all the credit’s
operation, the internal financing and the public spending is vulnerable to the
global financial markets’ behaviour.
The developing countries, inserted in the global dynamics are forced to
maintenance surplus public budgets, using a very important part of the public
budget to the interests’ payment for many years and trimming all the other
public spending possible uses.
Nevertheless, the surplus budgetary has debilitated the economic capacity of
the governments and has opened the way to the financial and non-financial
foreign corporation who operate mainly in foreign currency to the exploitation
of the natural and energy resources and even the internal market. The
weakening of the local institutions, the displacement of the local corporations,
the unemployment and general deterioration of the conditions of living and
work of the great majority of the population have been questioned in many
countries at different moments. They have placed great burden to the
governability and have created the possibility of political crises.
The fiscal surplus, the privatizations and the model of commercial and
financial opening, turned the local financial market into a more speculative
than financing of the economic activity market. It has been moved away of the
conditions of companies’ profitability that depend mainly on the local market
without monopolistic position.
Domestic markets highly concentrated, dollarized, with articulated dynamic
poles that are prone to international market have been formed. The other pole
is formed by other segments are less dynamic productive activities that
depend on local sales, which pay low wages and maintaining a profit based
on job insecurity. The low wages and the labour precarious conditions have
affected women, increasing the poverty and gender violence (OIT-PNUD
2009; CEPAL, 2009a, 2009b, PNUD 2010).
Developing countries are forced by financial markets (sources of credit and
rating agencies) to maintain surplus public budgets whereas the countries that
are main partners to the European Union or the United States or Japan have
budgetary deficits. This opens a gap between 3 and 5 % of the GDP against
the developing countries. For many years, the availability of public funds is
increasing in developed countries, whereas in Latin America permanent
budgetary restriction prevails. This it is the greatest economic, monetary and
financial inequality that the region’s countries face and that even under
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governments with different ideologies, prevails and increases (Bliek and
Parguez, 2006).
Social spending in the region, although its quantification is very questionable,
it has risen in 3 percentage points of the GDP between 1990 and 2005. The
UNDP questions the incidence of this increase in the social development
indices. The Agency has pointed that ““although an improvement in the
incidence of the social spending has been observed, a significant part of the
States’ expenses still can be considered neutral or regressive” (The PNUD
2010).
Social spending in relation to the GDP has increase notably in Brazil,
Colombia, Mexico and Venezuela. As it can see in Table 4, if the spending
per capita in dollars is observed, the higher increases are have been made in
Argentina, Brazil, Chile, Mexico and Venezuela. The social spending is highly
stagnated in Bolivia, Colombia, Ecuador and Peru. However, the regional
average is 6% (of the GDP) below the United States (country itself with very
low levels) and is less than half of the social spending of the European Union
countries. The difference between the LA countries, especially between those
that conform UNASUR, not only measured in dollars per-capita, but also like a
proportion of the GDP, is highly notable.
The gap in the level of development between the UNASUR countries is
amplified when the social spending is taken into account, mainly in cases
such as Ecuador and Peru, less evident in the cases of Colombia, Chile
Mexico and Venezuela. It is possible to observe a greater weight of the social
spending in Brazil and Argentina. Bolivia, being the less developed country,
has a greater commitment to the use of the social spending in the last years.
The consolidation of democratic regimes is an essential step, because the
political instability and the enormous amount of coup d’états have been a
brake to the necessary legitimacy that the tributary and budgetary
effectiveness requires. As it can be seen in Table 5, in 100 years the Latin
America and the Caribbean countries have had 327 coup d’états, and indeed
those with the greater number have the smaller social spending, like Bolivia,
Peru and Ecuador.
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No doubt the level of national income and the tax capacity of each country are
determining the overall level of social spending. This enormous gap in the
levels of development can begin to be close using social development and
financial fiscal cooperation programs in the region. The recently signed Treaty
of the South American Union has the objective of “…constructing, in a
participatory and agreed way, a space of integration and cultural, social,
economic and political union between its towns, granting the priority to
political dialogue, social policies, education, energy, infrastructure, financing
and the environment, among others, with the objective of eliminating the
socioeconomic inequality, obtaining the social inclusion and the citizenry
participation, fortifying democracy and reducing the asymmetries based upon
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a model of sovereignty and independence of the States.” Article 3 of the
specific objectives point out as second objective: “the social and human
development with equality and inclusion to eradicate the poverty and to
surpass the inequalities in the region”.

The advance of the South American cooperation will have to still consider
many issues. Nevertheless, one high-priority for fairness and gender equality
is the public spending deficit expansion, destined to the increase of the social
spending. It is a priority for gender equality, to re-establish the doctrine that
makes the State responsible and not to the market, for the protection of the
weakest and the necessary socialization of the provision of goods and
services for human development.
3. Institutions and Public Expenditure for the UNASUR Cooperation with
Gender Agenda.
The political-ideological path of some of the South American governments
changed in the last years. From 1999 with Chávez in Venezuela, through
democratic elections changes have been seen in Chile (2000), Argentina and
Brazil (2003), Uruguay (2005), Bolivia (2006), Ecuador (2007) and Paraguay
(2008). These governments are driven by different social left projects that
gained strength from the population displeasure with the neoliberal model and
the economic, social and political crises it produced.
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The challenge that these governments have is not only to leave the neoliberal
policies behind and face great economic, institutional and political problems
inherited from years of neoliberalism. They have to find again a way to
achieve development in the middle of a daily political ideological battle. With
all forcefulness several policies have been impelled and that look to take care
of the most urgent needs such as reducing hunger, poverty and
unemployment.
The advances towards more democratic and just societies requires of the
institutional construction that guarantees the universal access to the basic
goods and services such as: education, health services, social protection and
culture. Advancing in the modification of the conditions of work insertion and
labour uncertainty is also a challenge that the fight for gender equality
requires to incorporate.
A step forward is to close the breach of the development and the social
spending through commitments of budgetary deficits. The social developing
spending should be safeguarded of the effects of recessions and economic
stagnation, increasing it constantly through deficit budget.
The annual public budgetary surplus that prevails constitutes a brake to the
domestic economic expansion and, in that way it favours the participation of
companies and external flows of capital. Still more, the developed countries
and the biggest commercial partners of the region, such as the United States,
European countries and Japan, maintain a public deficit of 7 to 10%. The
surplus of the region has a breach between those deficits of about 5 to 6% of
the GDP. This breach will continue decreasing the growth capacities of the
local economies in favour of foreign capital, that continues flowing towards the
region positioning itself in economic activities of high profitability, with great
participation in the possession of real or financial assets and an enormous
capacity to exercise civil rights to maintain and extend the fiscal and of profits’
transference privileges they have enjoyed.
Several are the issues of institutional and budgetary convergence in the
agenda of social development with gender equality. Some of them are
advanced as much in the United Nations’ Millennium Project for Development,
like in the formation since the 1990s by almost all the countries, of gender
equality observatories (Madsen and Torres 2010). Many of these
observatories have more specific objectives like the supervision of rights or
violence against women, or traffic and the sexual exploitation. Others are
focused in the indispensable production of statistical information that allows
the analysis and the formulation of policies. An essential task is to extend the
debate towards the social development issues and social policies in the
regional convergence and the formulation of indispensable goals for the
improvement of women’s working conditions and wages. Institutional regional
inequalities for social development with gender equality can be observed in
Table 6.
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4. Conclusion
The political-ideological position of many of the South American governments
has changed in the past few years. In 1999 Chávez was elected in Venezuela
followed by a change in Chile in 2000 with the Concertacion government,
Brazil elected former president Lula Da Silva for the first Workers’’ Party
government in 2003, in 2005 Uruguay elected for the first time a left wing
president Tabaré Vazquez and Bolivia saw in 2006 the election of the first
indigenous president, Evo Morales. Ecuador (2007) and Paraguay (2008)
have joined the Pink Tide governments. These governments are driven by
different projects from the social left that achieved government because of the
displeasure the population had with the failed neoliberal model and the
economic, social and political crises it produced.
UNASUR treaty is an important opportunity to start closing the social and
economic gap in the region. Driving the convergence that puts social
development with equity commitments implies a growing social spending and
sustained even with public deficits. In addition, it requires institucional and
legal reforms that permit the universal exercise of social rights and gender
equity.

14

References.
Bowles, Samuel, David Gordon, Thomas Weisskopf (1991) After the Waste
Land: A Democratic Economics for the Year 2000. Ed. Sharpe.
Chaparro, J.C., y E. Lora. (2007) “Estructuras fiscales en América Latina”,
Idea. Banco Interamericano de Desarrollo, vol. 12, enero-abril, 2007.
http://www.iadb.org/res/publications/pubfiles/pubVol12_esp.pdf
Clement, Benedict, C., Faircloth, M. Verhoeven (2007) Public Expenditure in
Latin America: Trends and Key Policy Issues. IMF, wp. 07/21.
http://www.imf.org/external/pubs/ft/wp/2007/wp0721.pdf
Davidson, P. (2009) The Keynes Solution. The Path to Global Economic
Prosperity. Ed. Palgrave MacMillan, NY.
Fleur, Sonia (1998) Reshaping Latin-American Health care systems: toward
fairness? http://lasa.international.pitt.edu/LASA98/Fleury.pdf
Furtado, C. (1999/1998) El capitalismo global. Ed. Fondo de Cultura
Económica, México.
Galbraith, J.K. (2004) La economía del fraude inocente. Ed. Ariel, España.
Guerrero, Omar (2004), La nueva gerencia pública, México, Fontamara
Lipovetsky. Gilles (1999) La tercera mujer, Ed, Anagrama, Barcelona.
Minsky, Hyman (1986/2008) Stabilizing an Unstable Economy. New Haven,
Conn. Yale University Press,
Minsky, Hyman (1992) “Profits, Deficits and Instability: A Policy Discussion”,
in Dimitri B. Papadimitriou (ed.) Profits, Deficits and Instability. Ed. New York:
St.Martin’ s Press
Navarro, Vicenc (2006) El subdesarrollo social de España. Causas y
Consecuencias, Ed. Anagrama, Barcelona.
Petras, J. (2008) Latin America’ Changing Mosaic. Global Research, 14
febrero 2008.
http://www.globalresearch.ca/index.php?context=viewArticle&code=PET2008
0214&articleId=8083
Sustainable Social Foundation (2010) Sustainable Society Index.
www.ssfindex.com
UNASUR (2008) Tratado Constitutivo de la Unión de Naciones
Suramericanas.

15

Mitchell, D. (2005) "The Impact of Government Spending on Economic
Growth," Heritage Foundation Backgrounder No. 1831
Tanzi, Vito y L. Schuknecht (2000) Public Spending in the 20th Century. A
Global Perspective. Cambridge Press.
Galbraith, J.K. (1958/2004) La Sociedad Opulenta, Ed. Ariel, Barcelona
Hall, David (2010) Why we need public spending. Business School, University
of Greenwich.
Hobsbawm, E. (2007) Guerra y Paz en el siglo XXI. Ed. Crítica, Barcelona.
Madsen, N., y M. Torres (2010) Observatorios de Género en América Latina:
un análisis comparado, los casos del Observatorio de Igualdad de Género de
América Latina y del Caribe y del Observatorio Brasil de Igualdad de Género”
Revista del Observatorio de las Igualdad de Género, Edición Especial, julio.
Observatorio Brasil da Igualdade de genero.
OIT-PNUD (2009): Trabajo y familia: Hacia nuevas formas de conciliación con
corresponsabilidad social, Oficina Internacional del Trabajo y Programa de las
Naciones Unidas para el Desarrollo, Santiago.
CEPAL (Comisión Económica para América Latina y el Caribe) (2009a), ¡Ni
una más! Del dicho al hecho: ¿Cuánto falta por recorrer?, Santiago de Chile.
CEPAL (2009b), Observatorio de igualdad de género para América Latina y el
Caribe [en línea] http://www.cepal.org/oig/.
PNUD (2010): Informe Regional sobre Desarrollo Humano para América
Latina y el Caribe. Actuar sobre el futuro: romper la transmisión
intergeneracional de la desigualdad, San José, 2010.

16

