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Course Objective
    This course is designed to enable students to discuss and apply the major economic issues and theories facing Latin American economic development. The course will merge economic theory with Latin American case studies and data. While the emphasis will be on current problems, thinking, and policy, we will also examine historical cases and the development of economic thought. 
    The course will build toward developing skills on both a theoretical and applied level, including data analysis. The course requirements include a final exam, assignments of data analysis and a term paper. This course assumes a certain exposure to macro and micro economics, as well as a familiarity with international economic concepts. 
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Questions Explored
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Why haven't at least some Latin American countries reached the status of "developed country"? 
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Why are there such important differences in the degree of development of different Latin American countries? 
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Why has Latin America abandoned import substitution industrialization? 
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What are the main socio-economic problems that Latin American countries are facing?
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Are the current attempts of economic reform conducive to economic development, or are they detrimental to the region's poor (or both)? 
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Textbooks
[1] Franko, Patrice, The Puzzle of Latin American Economic Development, Rowman  and Littlefield Pub. Inc. 2007.

[2] Cardoso, Eliana and Ann Helwege, Latin America's Economy - Diversity, Trends, and Conflicts, MIT Press 1992. 

[3] Edwards, Sebastian, Crisis and Reform in Latin America - From Despair to Hope, Oxford University Press, 1995. 

 

	Class Sequence

	 

Week 1. Development in Latin America: an Overview  [Lecture]
[1] Ch. 1

Week 2. Historical Legacies: Patterns of Unequal and Unstable Growth [Lecture] 

[1] Ch. 2

[2] Ch 2, 3

[Discussion] 1. Do you think that history repeats? If yes, in what sense?

2. Were the traditional barriers to Latin American economic progress eliminated? 

Assignment1: Determinants of Growth

(1) Run a regression with growth rate as dependent variable. The variable can be an average growth rate of 30, 20, 10, or 5 years.

(2) Use GDP per capita as control variable.

(3) Candidates for independent variables: openness, government expenditure, inflation, resource abundance, education, terms of trade, political stability, investment rate, democracy, income distribution, institutional quality, corruption, aid, etc.

or

Assignment2: Determinants of Manufacture Value Added (% of GDP)

(1) Run a regression with manufacture value added as dependent variable. Countries included: Latin American and East Asian countries.

(2) Candidates for independent variables: GDP per capita, resource abundance, education, FDI, investment, China's trade, etc.

Week 3. Import Substitution Industrialization: Looking Inward for the Source of Economic Growth [Lecture] 

[1] Ch. 3

[2] Ch 4

Sachs, J. and A. Warner, (1995), "Economic Reform and the Process of Global Integration," Brookings Papers on Economic Activity; 1995;1(pdf)

[Discussion] 1. In which situation can ISP make sense?

2. What is your policy recommendation in the area of trade to Latin American countries? Is the current policy good?

Week 4. Contemporary Trade Policy: Engine or Brakes for Growth?  

[Lecture] [Lecture]
[1] Ch. 8

Edwards, Sebastian, "Trade and Industrial Policy Reform in Latin America," NBER working paper # 4772, June 1994. 

Michaely, Michael, "The Lessons of Experience: an Overview," in Shepherd and Langoni (eds.) Trade Reform - Lessons from Eight Countries.

Rodrik, Dani, (1995), "The Limits of Trade Policy Reform in Developing Countries," in Philip King (ed.) International Economics and International Economic Policy.

Nogués, Julio and Rosalida Quintanilla, (1993) "Latin America's Integration and the Multilateral Trading System," in Jaime de Melo and Arvind Panagariya (eds.) New Dimensions in Regional Integration. 

[Discussion] 1. Is there anything special in Latin America's economic integration?

2, How could Latin America's integration be made more successful?

Assignment: "Intra-regional Trade"

Is the trade of manufactured products more intra-regional than that of primary commodities? 

Data source: COMTRADE

Week 5. Latin America's Debt Crisis: The Limits of External Financing  [Lecture] 

The Lost Decade and Debt Relief [Lecture]
[1] Ch. 4

[2] Ch. 5

[3] Ch. 2, 3, 4

Jeffrey Sachs (ed.) Developing Country Debt and the World Economy, National Bureau of Economic Research, 1989.

[Chapter 1] Sachs, Jeffrey,  "Introduction"

[Chapter 2] Dornbusch, Rudiger and Juan Carlos de Pablo, "Debt and Macroeconomic Instability in Argentina" 

[Chapter 4] Cardoso, Eliana, and Albert Fishlow, "The Macroeconomics of the Brazilian External Debt" 

[Chapter 7] Buffie, Edward, "Mexico 1958-86: From Stabilizing Development to the Debt Crisis"

Assignment: Related to capital inflows: Evolution of the capital inflows in countries which experienced currency crisis or were affected by it. (International Financial Statistics: IMF)

a) crisis in 1982, 1994, 1997, 1999, and 2001

b) Asia: Korea, Indonesia, Thailand, Philippines, Malaysia

    Latin America: Mexico, Argentina, Brazil

c) FDI (78bed), Portfolio Investment (78bgd), Loans or other inflows (78bid)

d) Contribution of each component to the supply of foregn exchange; volatility.

Week 6. Macroeconomic Stabilization: A Critical Ingredient for Sustained Growth  [Lecture] [Lecture] 

[1] Ch. 5

[2] Ch. 6

[2] Ch. 7

Assignment: "Seigniorage and Inflation"

Reproduce the Table 6.4 in Cardoso and Helwege for any two countries: 1962~2000. Include also the increase rate of money. Plot inflation against money increase rate. 

Data source: www.kotis.net
 

(Skip) Populism [Lecture] 

[2] Ch. 8

Dornbusch, Rudiger and Sebastian Edwards, "The Macroeconomics of Populism in Latin America," NBER working paper #2986, May 1989. 

Week 7. The Role of the State: from a Smaller to a Smarter State [Lecture]
[1] Ch. 6

Week 8. Financing for Development: Public and Private Capital Flows to Latin America

[1] Ch. 7

Week 9. Policies Underpinning Growth: Productivity and Competitiveness in the Global Economy

[1] Ch. 9

Week 10, Rural Development: Sowing the Seeds of Equitable, Sustainable Growth in Latin America

[1] Ch. 10

Week 11. Poverty and Inequality: Addressing the Social Deficit in Latin America   [Lecture] 

[1] Ch. 11

[2] Ch. 9

Inter-American Development Bank, (1998), Facing Up to Inequality in Latin America, Economic and Social Progress in Latin America, 1998-99 Report.

Week 12. Health Policy: Investing in People's Future

[1] Ch. 12

Week 13. Education Policy: The Source of Equitable, Sustainable Growth

[1] Ch. 13

Week 14. Environmental Challenges: Internalizing the Costs of Development

[1] Ch. 14

Week 15. Final Exam 

 

	


