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CAPITALISM AND UNDERDEVELOPMENT IN LATIN AMERICA HAVE BEEN INTERTWINED THROUGHOUT THE REGION'S HISTORY,
CREATING A COMPLEX LANDSCAPE OF ECONOMIC GROW TH AND PERSISTENT INEQUALITY. WHILE CAPITALISM HAS THE POTENTIAL
TO DRIVE ECONOMIC PROGRESS, IN MANY LATIN AMERICAN COUNTRIES, IT HAS CONTRIBUTED TO A CYCLE OF
UNDERDEVELOPMENT THAT AFFECTS MILLIONS OF PEOPLE. THIS ARTICLE EXPLORES THE RELATIONSHIP BETWEEN CAPITALISM AND
UNDERDEVELOPMENT IN LATIN AMERICA, EXAMINING HISTORICAL CONTEXTS, STRUCTURAL ISSUES, AND POTENTIAL PATHS

FORW ARD.



HisToricAL CONTEXT OF CAPITALISM IN LATIN AMERICA

THE ROOTS OF CAPITALISM IN LATIN AMERICA CAN BE TRACED BACK TO THE COLONIAL PERIOD, WHEN EUROPEAN POWERS
EXTRACTED RESOURCES AND EXPLOITED LOCAL POPULATIONS. THIS INITIAL PHASE LAID THE GROUNDWORK FOR A CAPITALIST
ECONOMY FOCUSED ON EXPORT-LED GROWTH, PRIMARILY BENEFITING COLONIAL POWERS. AFTER INDEPENDENCE IN THE 19TH
CENTURY, MANY LATIN AMERICAN COUNTRIES CONTINUED TO RELY ON EXTRACTIVE INDUSTRIES, WHICH ESTABLISHED PATTERNS
OF INEQUALITY AND UNDERDEVELOPMENT.

THe CoLoNIAL LEGACY

1. RESoURCE EXTRACTION: COLONIAL ECONOMIES WERE BUILT ON THE EXTRACTION OF VALUABLE RESOURCES SUCH AS SILVER,
GOLD, AND SUGAR, LEADING TO A FOCUS ON EXPORT RATHER THAN LOCAL DEVELOPMENT.

2. SoclAL HIERARCHIES: THE COLONIAL SYSTEM CREATED RIGID SOCIAL HIERARCHIES THAT PERSIST TODAY, WITH WEALTH AND
POWER CONCENTRATED IN THE HANDS OF A FEW.

3. WEAK INSTITUTIONS: THE LACK OF STRONG INSTITUTIONS DURING THE COLONIAL PERIOD CONTRIBUTED TO ONGOING
GOVERNANCE CHALLENGES AND CORRUPTION.

CAPITALISM'S RoLE IN EcoNoMiC DEVELOPMENT

IN THEORY, CAPITALISM CAN FOSTER ECONOMIC DEVELOPMENT BY ENCOURAGING INNOVATION, INVESTMENT, AND
ENTREPRENEURSHIP. HO\X/EVER, THE REALITY IN MANY LATIN AMERICAN COUNTRIES IS FAR MORE COMPLICATED. W/HILE SOME
NATIONS HAVE EXPERIENCED PERIODS OF GROWTH, THESE HAVE OFTEN BEEN ACCOMPANIED BY SIGNIFICANT SOCIAL AND
ECONOMIC DISPARITIES.

ExPorT-LED GROWTH AND |ITS DISCONTENTS

MANY LATIN AMERICAN COUNTRIES HAVE ADOPTED AN EXPORT-LED GROW TH MODEL, WHICH PRIORITIZES THE PRODUCTION OF
GOODS FOR INTERNATIONAL MARKETS. THIS MODEL HAS SEVERAL IMPLICATIONS:

= VULNERABILITY TO GLOBAL MARKETS: ECONOMIES BECOME HIGHLY DEPENDENT ON FLUCTUATING COMMODITY PRICES, MAKING
THEM SUSCEPTIBLE TO ECONOMIC SHOCKS.

- NEGLECT oF DoMesTIC NEEDS: FOCUS ON EXPORTS OFTEN LEADS TO UNDERINVESTMENT IN LOCAL INDUSTRIES AND
INFRASTRUCTURE, EXACERBATING UNDERDEVELOPMENT.

- ENVIRONMENTAL DEGRADATION: THE RUSH TO EXPLOIT NATURAL RESOURCES HAS RESULTED IN ENVIRONMENTAL HARM,
AFFECTING LOCAL COMMUNITIES AND SUSTAINABLE DEVELOPMENT.

STRUCTURAL INEQUALITIES IN LATIN AMERICA

DESPITE SOME SUCCESSES IN CAPITALIST DEVELOPMENT, STRUCTURAL INEQUALITIES REMAIN A SIGNIFICANT BARRIER TO
PROGRESS IN LATIN AMERICA. THESE INEQUALITIES MANIFEST IN VARIOUS FORMS:

EconoMIC INEQUALITY

- WEALTH CONCENTRATION: A SMALL ELITE OFTEN CONTROLS A SIGNIFICANT PORTION OF A COUNTRY’S WEALTH, WHILE VAST
SEGMENTS OF THE POPULATION LIVE IN POVERTY.

- LIMITED ACCESS TO RESOURCES: ACCESS TO EDUCATION, HEALTHCARE, AND ECONOMIC OPPORTUNITIES IS OFTEN SKEWED IN
FAVOR OF THE WEALTHY, PERPETUATING CYCLES OF POVERTY.



PoLiTICAL INEQUALITY

- CoRRUPTION AND GOVERNANCE: CORRUPTION UNDERMINES DEMOCRATIC INSTITUTIONS AND HINDERS EFFECTIVE POLICY
IMPLEMENTATION, FURTHER ENTRENCHING INEQUALITY.

- LACK OF REPRESENTATION: MARGINALIZED GROUPS, INCLUDING INDIGENOUS COMMUNITIES AND \WOMEN, OFTEN LACK POLITICAL
REPRESENTATION, IMPACTING THEIR ABILITY TO INFLUENCE ECONOMIC POLICIES.

THe IMPACT oF NEOLIBERAL POLICIES

IN THE LATE 20TH CENTURY, MANY LATIN AMERICAN COUNTRIES ADOPTED NEOLIBERAL ECONOMIC POLICIES, WHICH EMPHASIZED
DEREGULATION, PRIVATIZATION, AND FREE MARKETS. \W/HILE THESE POLICIES AIMED TO STIMULATE GROWTH, THEY OFTEN
EXACERBATED EXISTING INEQUALITIES AND CONTRIBUTED TO UNDERDEVELOPMENT.

CONSEQUENCES OF NEOLIBERALISM

1. INCREASED POVERTY: NEOLIBERAL REFORMS FREQUENTLY LED TO CUTS IN SOCIAL PROGRAMS, RESULTING IN HIGHER POVERTY
RATES.

2. LABOR EXPLOITATION: DEREGULATION OF LABOR MARKETS OFTEN RESULTED IN PRECARIOUS EMPLOYMENT CONDITIONS, WITH
W ORKERS RECEIVING LOW WAGES AND LIMITED BENEFITS.

3. SociaL UNREST: GROWING INEQUALITIES AND DISCONTENT HAVE LED TO SOCIAL MOVEMENTS AND PROTESTS ACROSS THE
REGION, HIGHLIGHTING THE DISCONNECT BETWEEN ECONOMIC GROWTH AND SOCIAL WELFARE.

CASE STUDIES: SUCCESSES AND FAILURES

EXAMINING SPECIFIC CASE STUDIES CAN PROVIDE INSIGHT INTO THE COMPLEX RELATIONSHIP BETWEEN CAPITALISM AND
UNDERDEVELOPMENT IN LATIN AMERICA.

CHILE: A MoDEL oF NEOLIBERAL SUCCESS?

CHILE IS OFTEN CITED AS A SUCCESS STORY OF NEOLIBERAL ECONOMIC REFORMS. UNDER PINOCHET’S REGIME, THE COUNTRY
ADOPTED FREE-MARKET POLICIES THAT LED TO SIGNIFICANT ECONOMIC GROW TH. HO\X/EVER, THIS GROWTH CAME AT THE
EXPENSE OF SOCIAL EQUITY:

- SocIAL INEQUALITY: DESPITE ECONOMIC GROWTH, WEALTH REMAINS CONCENTRATED, AND MANY CHILEANS CONTINUE TO
STRUGGLE WITH POVERTY.

- SocIAL PROTESTS: IN RECENT YEARS, WIDESPREAD PROTESTS HAVE HIGHLIGHTED THE DISCONTENT WITH ECONOMIC
INEQUALITY AND THE DEMAND FOR SOCIAL REFORMS.

VENEZUELA: THE DOWNFALL OF STATE-CONTROLLED CAPITALISM

VENEZUELA PROVIDES A CONTRASTING EXAMPLE, WHERE STATE-CONTROLLED CAPITALISM AND MISMANAGEMENT LED TO
ECONOMIC COLLAPSE:

- RESOURCE DEPENDENCY: THE COUNTRY’S RELIANCE ON OIL EXPORTS LEFT IT VULNERABLE TO PRICE FLUCTUATIONS AND
ECONOMIC MISMANAGEMENT.

- HYPERINFLATION AND POVERTY: A COMBINATION OF ECONOMIC POLICIES AND CORRUPTION HAS RESULTED IN HYPERINFLATION
AND A HUMANITARIAN CRISIS.



PoOTENTIAL PATHS FORWARD

ADDRESSING THE CHALLENGES OF CAPITALISM AND UNDERDEVELOPMENT IN LATIN AMERICA REQUIRES MULTIFACETED APPROACHES
THAT TACKLE THE ROOT CAUSES OF INEQUALITY.

ReForMING EcoNoMic PoLIcIEs

1. INCLUSIVE GROWTH MODELS: SHIFTING FROM EXPORT-LED MODELS TO INCLUSIVE GROW TH STRATEGIES THAT PRIORITIZE
LOCAL INDUSTRIES AND SUSTAINABLE PRACTICES.

2. STRENGTHENING INSTITUTIONS: BUILDING TRANSPARENT AND ACCOUNTABLE INSTITUTIONS THAT CAN FOSTER EQUITABLE
DEVELOPMENT AND REDUCE CORRUPTION.

EMPOWERING MARGINALIZED COMMUNITIES

- PoLITICAL REPRESENTATION: ENSURING THAT MARGINALIZED GROUPS HAVE A VOICE IN POLITICAL PROCESSES AND DECISION-
MAKING.

- ACCESS TO EDUCATION AND RESOURCES: INVESTING IN EDUCATION, HEALTHCARE, AND ECONOMIC OPPORTUNITIES FOR ALL
CITIZENS, PARTICULARLY THOSE IN RURAL AND IMPOVERISHED AREAS.

CONCLUSION

THE RELATIONSHIP BETWEEN CAPITALISM AND UNDERDEVELOPMENT IN LATIN AMERICA IS COMPLEX AND MULTIFACETED. W/HILE
CAPITALISM HAS THE POTENTIAL TO DRIVE ECONOMIC GROWTH, IT HAS OFTEN EXACERBATED INEQUALITIES AND HINDERED
SUSTAINABLE DEVELOPMENT IN THE REGION. BY ADDRESSING THE STRUCTURAL ISSUES THAT PERPETUATE UNDERDEVELOPMENT
AND FOSTERING INCLUSIVE POLICIES, LATIN AMERICAN COUNTRIES CAN WORK TOWARDS A MORE EQUITABLE FUTURE THAT
BENEFITS ALL CITIZENS.

FREQUENTLY AskeD QUESTIONS

\W/HAT ROLE HAS FOREIGN INVESTMENT PLAYED IN THE UNDERDEVELOPMENT OF LATIN
AMERICA?

FOREIGN INVESTMENT HAS OFTEN LED TO THE EXTRACTION OF RESOURCES WITHOUT SIGNIFICANT REINVESTMENT IN LOCAL
ECONOMIES, PERPETUATING CYCLES OF DEPENDENCY AND UNDERDEVELOPMENT.

How DOES CAPITALISM CONTRIBUTE TO INCOME INEQUALITY IN LATIN AMERICA?

CAPITALISM CAN EXACERBATE INCOME INEQUALITY THROUGH THE CONCENTRATION OF WEALTH AMONG A SMALL ELITE, OFTEN
LEAVING MARGINALIZED COMMUNITIES WITHOUT ACCESS TO ECONOMIC OPPORTUNITIES.

\WHAT IS THE RELATIONSHIP BETWEEN NEOLIBERAL POLICIES AND UNDERDEVELOPMENT IN
LATIN AMERICA?

NEOLIBERAL POLICIES, WHICH PRIORITIZE MARKET DEREGULATION AND PRIVATIZATION, CAN UNDERMINE SOCIAL SAFETY NETS AND
PUBLIC SERVICES, LEADING TO INCREASED POVERTY AND UNDERDEVELOPMENT.



How HAVE INDIGENOUS POPULATIONS BEEN AFFECTED BY CAPITALIST EXPANSION IN
LATIN AMERICA?

INDIGENOUS POPULATIONS OFTEN FACE DISPLACEMENT AND MARGINALIZATION AS CAPITALIST VENTURES EXPLOIT THEIR LANDS
AND RESOURCES, LEADING TO CULTURAL EROSION AND SOCIOECONOMIC CHALLENGES.

CAN SOCIAL MOVEMENTS IN LATIN AMERICA EFFECTIVELY CHALLENGE CAPITALIST
STRUCTURES?

YES/ SOCIAL MOVEMENTS IN LATIN AMERICA HAVE HISTORICALLY PLAYED A CRUCIAL ROLE IN ADVOCATING FOR SOCIAL
JUSTICE, LABOR RIGHTS, AND ANTI-CAPITALIST POLICIES, CHALLENGING EXISTING POWER DYNAMICS.

WHAT IMPACT HAS GLOBALIZATION HAD ON UNDERDEVELOPMENT IN LATIN AMERICA?

GLOBALIZATION HAS OFTEN INTENSIFIED UNDERDEVELOPMENT BY PRIORITIZING EXPORT-ORIENTED ECONOMIES, WHICH CAN
EXPLOIT LABOR AND RESOURCES WHILE FAILING TO ADDRESS LOCAL NEEDS.

IN WHAT WAYS CAN SUSTAINABLE DEVELOPMENT BE INTEGRATED INTO CAPITALIST
PRACTICES IN LATIN AMERICA?

SUSTAINABLE DEVELOPMENT CAN BE INTEGRATED BY PROMOTING ETHICAL BUSINESS PRACTICES, INVESTING IN GREEN
TECHNOLOGIES, AND ENSURING THAT LOCAL COMMUNITIES BENEFIT FROM ECONOMIC ACTIVITIES.

\WHAT HISTORICAL FACTORS HAVE CONTRIBUTED TO THE CURRENT STATE OF
CAPITALISM AND UNDERDEVELOPMENT IN LATIN AMERICA?

CoLoNIAL LEGACIES, POLITICAL INSTABILITY, AND HISTORICAL EXPLOITATION BY FOREIGN POWERS HAVE ALL CONTRIBUTED TO
THE PERSISTENT ISSUES OF UNDERDEVELOPMENT AND INEQUITABLE CAPITALIST PRACTICES IN THE REGION.
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What is stakeholder capitalism? It's History and Relevance

Jan 22, 2021 - Stakeholder capitalism is a form of capitalism in which companies seek long-term
value creation by taking into account the needs of all their stakeholders, and society at large. Klaus
Schwab discusses its history and relevance in this excerpt from the book Stakeholder Capitalism: A
Global Economy that Works for Progress, People and Planet. Join our Book ...

Measuring Stakeholder Capitalism: Towards Common Metrics and ...

Sep 22, 2020 - The core and expanded set of “Stakeholder Capitalism Metrics” and disclosures can
be used by companies to align their mainstream reporting on performance against environmental,
social and governance (ESG) indicators and track their contributions towards the SDGs on a
consistent basis. The metrics are deliberately based on existing standards, with ...

What stakeholder capitalism is and what it isn’t
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Feb 20, 2025 - The debate between stakeholder capitalism and shareholder capitalism has
increasingly become central to discussions about the future of business. To understand this debate,
it is important to first clarify the terms. Shareholder capitalism, which dominated the 20th century,
asserts that the primary goal of a company is to maximize profits for its shareholders: ...

Davos Manifesto 2020: The Universal Purpose of a Company in the ...
Jan 25, 2019 - The Davos Manifesto is the World Economic Forum's view of 'stakeholder capitalism'.

The impact of capitalism on poverty maybe isn’t what you assume
Oct 7, 2022 - A new study questions the assumption that prior to capitalism most people had to
endure extreme poverty, and makes a case for treating employees with dignity.

Now is the time for a 'great reset' - World Economic Forum

Jun 3, 2020 - COVID-19 is a litmus test for stakeholder capitalism Left unaddressed, these crises,
together with COVID-19, will deepen and leave the world even less sustainable, less equal, and more
fragile. Incremental measures and ad hoc fixes will not suffice to prevent this scenario. We must
build entirely new foundations for our economic and social systems.

The End of Capitalism - So What’s Next? | World Economic Forum

Apr 18, 2012 - In this sense, capitalism is not an ideology as such, but an applied theory of the
creation and efficient deployment of capital as a factor of production. In its genuine sense,
capitalism is therefore the component of an economic system that relates to the capital market,
enshrined in the principles of a free market and guaranteed ownership.
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Stakeholder capitalism's time has come. Let's make it happen

Jan 9, 2020 - The concept of stakeholder capitalism has been gaining traction against the prevailing
shareholder-primacy model of profit maximization. As the World Economic Forum's founder, Klaus
Schwab, asked in a recent editorial: “What kind of capitalism do we want”?

To build back better, we will have to reinvent capitalism
Jul 13, 2020 - For capitalism to deliver a sustainable and inclusive recovery, it is critical that

companies’ cost of capital reflects the quality of their governance and their impact on society and
the environment.
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Explore the complex relationship between capitalism and underdevelopment in Latin America.
Discover how historical factors shape today's economic landscape. Learn more!
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