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

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

 

	Class Sequence

	 

Week 1. Introduction to Latin America 

Week 2. Brief Economic History and Development Theories [Lecture] 

[1] Ch 2, 3

Assignment: "Dutch Disease"

Analyze the relationship between the international price of copper and the real exchange rate of Chile. 

Data source: www.kotis.net
Variables: CPI(Chile and US), copper price, exchange rate

Week 3. Import Substitution Policy [Lecture] 

[1] Ch 4

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

Assignment: "Trade Dependency Ratio"

Calculate the Trade Dependency Ratio (trade/GDP or export/GDP) of Korea and Mexico for 1958~2000 

Data source: www.kotis.net
Variables: export and import(or export only), GDP

Week 4. Trade Reform [Lecture] 

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.

Assignment: "Country Case"

Review the ISI and/or trade reform experience of a Latin American country and compare it with that of other countries. 

Reference: Liberalizing foreign trade. v. 1-7 / edited by Demetris Papageorgiou, Michael Michaely, and Armeane M. Choksi

Week 5. Economic Integration [Lecture]
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. 

Assignment: "Intra-regional Trade"

The following graph shows the share of intra-regional trade (export: IRX, import: IRM), and the trade among regional blocs (as percentage of world export) in the automobile sector(SITC 78). Calculate the same indicators for automobile parts, passenger vehicles, IT products, or IT parts and components. Interpret. 
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Variables: COMTRADE Dataset

Week 6. Debt Crisis [Lecture] 

[1] Ch. 5

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: "Country Case"

Review the crisis experience of a Latin American country and compare it with that of other countries. 

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

Week 7. The Lost Decade and Debt Relief [Lecture]
[2] Ch. 2, 3, 4

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) 1994 crisis, 1997 crisis, 1999 crisis

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 8. Inflation [Lecture] 

[1] Ch. 6

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
Week 9. Stabilization [Lecture] 

[1] Ch. 7

Assignment: "Stabilization and Real Exchange Rate"

Analyze the behavior of the RER after the Exchange-Rate-based Stabilization Program for Argentina, Brazil or Mexico. 

Data source: www.kotis.net
Week 10. Populism [Lecture] 

[1] Ch. 8

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

Week 11. Poverty and Inequality   [Lecture] 

[1] 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. Presentation of the term paper 

Week 13. Structural Reform    [Lecture]
Inter-American Development Bank, (1997), America Latina Tras una Decada de Reformas, IPES 1997.

Fernandez-Arias, Eduardo, and Peter Montiel, (1997), "Reform and Growth in Latin America: All Pain, No Gain?"  Inter-American Development Bank, Office of the Chief Economist, Working Paper #351. (pdf) 

Easterly, William, Norman Loayza and Peter Montiel, (1996), "Has Latin America's Post-Reform Growth been Disappointing?" World Bank, Working Paper Series.

Week 15. Final Exam 
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