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Summary

FROM PROSPERITY TO PROBLEMS:CAUSES OF AND LESSONS
FROM THE ARGENTINE CRISIS

One century ago the Argentina was among the ten richest nations in the world. Because of the
following reasons, however, Argentina’s economy turned from prosperity to problems. (1) Political
stability was not maintained. From 1930 to the 1980s, more than twenty figures came to power. (2)
Ineffective and inefficient government intervention in the economy set obstacles to rapid economic
growth. For instance, huge losses from the state— owned enterprises incurred a heavy burden on the
federal budget. (3) Long— time adherence to the inward- looking model of import substitution result-
ed in weak competitiveness and low efficiency. (4) Over— reliance upon the relative advantages in the
agricultural sector led to slow development of modern industries. (5) Low savings rates, which has
something to do with the cultural factors, made it impossible to reduce dependence upon foreign capi-
tal.

The crises that broke out at the end of 2001 are of economic, political and social natures, and
they are inter— related. The social and political crises have made it more difficult to ease the economic
crisis, whereas the latter has worsened the prospect of relieving the former two crises.

In terms of the economic crisis, its major causes are found in the exchange rate system of curren-
cy board, large fiscal deficit and heavy debt burden. The pegged exchange rate is effective at curbing
hyperinflation, but it weakens Argentina’s international competitiveness. Failure to cut the fiscal
deficit and the prospect of default on the $ 150 billion debt has depressed popular confidence. Banking
controls over deposit withdraw and political struggles have further aggravated social unrest and eco-
nomic difficulties.

From the Argentine crisis we can draw the following lessons: (1) Inthe age of globalization, it is
imperative to adopt a realistic exchange rate system. (2) Fiscal prudence is also necessary to reduce
the risks of economic insecurity. (3) Foreign debt burden should be kept under control. (4) Political
solidarity is the foundation of economic development. (5) In implementing reform policies, the gov-

ernment should minimize the social cost. (Jiang Shixue)

TRADE LIBERALIZATION AND ECONOMIC
DEVELOPMENT IN LATIN AMERICA

Starting from the mid— 1980s Latin American countries implemented trade liberalization as the

significant component of the reform process. Before then the region relied upon what was called the
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import substitution model, which was brought to an end by the debt crisis.

Revival of regional integration in Latin America is partly the result of trade liberalization efforts.
Intra— regional trade has grown rapidly since trade barriers were lowered, which has in turn facilitat-
ed regional cooperation among Latin American countries.

While trade liberalization has promoted growth of the region’s economies, it has also created

stronger competitive pressure upon local industries. (Wang Xiaode)

RECONSIDERING THE UNIQUE CHARACTERISTICS OF
LATIN AMERICA’S POLITICAL DEMOCRATIZATION
AT THE END OF THE 20" CENTURY

The democratization process in Latin America started before the end of the Cold War. As a re-
sult, it is different from that of the model in Europe and North America. First of all, the progressive
socio— political forces in Latin America are in the forefront to oppose the military dictatorship. Sec-
ond, Latin American politics has acquired its own characteristics. T he presidency, the parties and po-
litical participation all move forward along their own paths. Finally, by the end of the 1990s, despite
the rapid progress of political democratization, the region is still in the danger of resurgence of mili-

tary returning to the political arena. (Liu Wenlong)

BANKING PRIVATIZATION AND FOREIGNIZATION IN M EXICO

Mexico is one of the developing countries that have a relatively advanced banking system. In
April 1989, the Salinas administration started the process of liberalizing the banking sector by elimi-
nating bank reserve requirements. T his process was completed by September 1991.

In May 1990, the Constitution was amended to pave the way for banking privatization. Between
1991 and 1992, 18 banks were privatized.

Before 1990, foreign banks wereforbidden to operate financial intermediaries in M exico. In April
1994, in accordance with NAFT A, Mexico announced regulations to allow the American and Canadian

banks to set up branches there. More liberalization efforts have been taken in the subsequent years.

(Xu Shicheng)

PRESENT SITUATIONS OF THE WORKERS IN LATIN AMERICA

Because of the neoliberal economic reforms and globalization, Latin American workers” rights
have been greatly affected. This unfavorable situation is reflected in the following aspects: (1)
Workers” rights to organize trade unions have been depressed. (2) Workers” rights to go on strike

have been weakened. (3) Leaders of the workers are often persecuted. (Bai Fengsen)
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