
LATIN AMERICAN ECONOMIES
University of New Mexico           Economics 421 - Fall 2002        DSH 128, Tues/Thurs 12:30-1:45 PM

Prof. Melissa Binder:  Office hours Thurs.  2:00-4:00 PM and by appointment

1006-D Econ, 277-3548, mbinder@unm.edu

Course Description

This course will cover economy-wide issues that are essential for understanding the development and

recent experience of Latin American countries.  We begin with a crash course on the fundamentals of open-

econo my m acroec onom ics, which  imm ediately allows  us to und erstand  balance  of paym ents an d exch ange ra te

crise s, hyper-in flation  and d ollariza tion.  W ith this  new  arse nal of  tools , we s ystem atica lly survey the  econ om ic

policies and experiences of import-substituting industrialization (1950s-1970s), economic populism (various

periods) and the debt crisis (1980s).  The completion of this survey (by mid-term) brings us to the current period

in which the  econo mic pa radigm  is structura l reform , also kno wn as n eoclass ical reform , structura l adjustm ent,

and the Washington consensus.  Structural reform policies involve reducing the role of the state through fiscal

reform (cutting the government deficit), de-regulation and  privatization, and giving freer reign to markets in the

area s of e xchange rate  policy,  trade  libera lization  and c apita l mo bility.  In th e sec ond  half o f the s em este r we w ill

analyze the theory and practice of these policies.  The aim of the course is to give students a clear grasp of

macroeconomic issues in Latin America and a critical understanding of the potential and limits of current

structural reform programs.

Cours e Req uirem ents

1.  E-m ail acco unt.  Students providing their e-mail addresses will be added to the list ECON421-L.  Course

announcements and reminders will be posted as needed.  Please note that anything you send to the list will be

forw arde d to a ll of you r clas sm ates .  If you w ant to  send  a m essage  to the  instru ctor,  use m y pers ona l e-m ail

addres s (see a bove). 

2.  Class discussions.  There are four classes set aside for discussion.  To facilitate these discussions,

students must submit at least five discussion questions based on the readings by e-m ail by 11:00 AM on the

day of a scheduled discussion (see course schedule below).  Send this email to me (mbinder@unm.edu) and not

the ECON421-L list.  Your submitted questions and informed participation in class discussions count for 10% of

the final gra de.   

3.  Readings.  There will also be assigned readings for topics covered in class, but not discussed.  All required

reading (aside from the textbook) is on reserve at Parish Library in the BASIC READINGS folder.  Readings

marked by an * are required for graduate students.  These are on reserve either in the GRADUATE READINGS 

folde r, or, in  the case  of bo oks , under the  book  nam e.  Re ading s m arke d by &: are required for students who

have not studied intermediate undergrad uate macroe conom ics and are on reserve in the TO OLS folder.

4.   Three problem sets.  These are designed to help students understand topics in macroeconomics and trade

theory by manipulating economic identities, working with data and solving problems.  You may work in groups of

up to fou r:  each gr oup sh ould han d in one a ssignm ent.  The  problem  sets co unt for 15 % of the  final grade .       

5.  Tw o pap ers.  A five-pa ge pap er due righ t after the m id-term  break  and a 6- 8 page  (12-15 p age for g raduate

students) paper due the last week of classes.  Papers must be double spaced with 1" margins all around and a

legible font.  P roper cita tions and  bibliograph y are requ ired: use a ny assign ed journ al article as a  style guide. 

You m ust c ite you r sou rce e ven if  you ar e par aph rasin g.  Plagiaris m w ill not be  tolera ted.  T he sh ort pa per is

worth 10 % of the  final grade ; the longer  paper is w orth 20% . 

For the five-page paper, you will either (a) evaluate how well Brazil, Chile, Nicaragua, and

Mexico � countries not usually associated with populism � fit the Macroeconomics of Populism paradigm, or (b)

compare and contrast a debt crisis from Latin America �s past with the 1980s debt crisis.

For the end-of-term paper, you will evaluate the structural reform program carried out in one country by

comparing before- and after- economic indicators.  This will require two research tasks: first, finding out what

policies were actually implemented, and secon d, compiling the econom ic indicators for the before- and after-

periods .  Gradu ate stude nts are re spons ible for ana lyzing the exp erience  of two La tin Am erican c ountries w ith

substantially different policies over most of the time period.  Please check with me to be sure that the countries

you choo se m eet this criterio n.  

6.  Three equally weighted non-cumulative exams on Sept.  27, Oct.  22 and Dec.  5.  The exams are each

worth 15% of the course grade.  I will hand out study questions in the week preceding each exam.  The second

two exa ms w ill be drawn d irectly from  the study qu estions. 



Requ ired Tex ts

Frank o, Patrice.  The P uzzle of Latin A merica n Econ omic D evelopm ent.  (New Yor k: Rowm an an d Little field

1999).

BASIC  READ INGS .  A folder of  readings  on rese rve at Pa rish Library u nder  � Binder 3 3. �

GRA DUA TE R EADIN GS.  R equired  for gradu ate stude nts, on res erve un der  �Binder 3 4. �

Highly recommended

TOO LS.  Re adings o n interm ediate m acro an d trade the ory, on Par ish rese rve und er  �Binder 3 5. �

Inter-Am erican D evelopm ent Ban k.  Econo mic and  Social Pro gress in  Latin Am erica, 1998-9 9 or later rep ort.

Cou rse s chedule

INTRODUCTION

Aug. 20, 21: Overview of course and economic history of LA 

Franko, Chap ter 2

No clas s on Au gust 27 .  Note tha t there will be a m ake-u p class (c onsisting  of the first ex am)   on Friday, S ept.  27. 

 

CRASH COURSE IN OPEN-ECONO MY MACRO, WITH REFERENCE TO LATIN AMERICAN EXPERIENCES

Aug. 29, Sept.  3, 5: NIPA, BOP (National Income and Product Accounts, Balance of Payments)

&:Mankiw,  pp. 54-67 and Chapter 7 to p. 188

&:*Dornbusch, Rudiger.   �Chapter 3:  Balance of Payments Issues. � In The Open Economy:  Tools for

Policymakers in Developing Countries.  (NY: Oxford University Press 1988).

Tuesday, Sept.  10:  Problem set #1 due.

Sept.  10: Inflation

Franko, pp.  112-122.

&:Mankiw, Chapter 6 

Sept.  12,17,19: Exchange rates, currency boards, dollarization

Federal Reserve Bank of Dallas.  1995.   �Can Currency Boards Prevent Devaluation and Financial

Meltdowns? �  The Southwest Economy 1995(4 ).  

&:*Helmers, Leslie.   �The Real Exchange Rate. �  In The Open Economy op cit.  pp. 10-33.

Thursday, Sept.  19:  DISCUSSION � What happened in Argentina and what about dollarization?

Write questions on the following readings ONLY:

Birdsall, N.  2002.   �What W ent Wrong in Argentina? � Center for Global Development.  Remarks, Center

for Strategic and International Studies Conference,  �Argentina:  We ighing the Options. � January

29th.

W eisbrot, M ., and D. B aker. 20 02.   �W hen  �Good  Parents  � Go Ba d:  The IM F and A rgentina, A  Reply to

Nancy Birdsall �s  �What W ent Wrong in Argentina? � �  Center for Economic and Policy Research,

Briefing Paper.

Mar con i R., Sa lvado r.  200 2.   �Ecu ador �s dolla rization: the  good , the b ad an d the  ugly. �   Escuela

Politecnica Nacional W orking Paper.

*Edwa rds, Seb astian.  20 01.   �Dollarization a nd Eco nom ic Perform ance: A n Em pirical Inves tigation. �  

NBER W orking Paper #8274.

Tuesday, Sept.  24:  Problem set #2 due.

FRIDAY, SEPT.  27:  EXAM #1  (place and time to be annou nced).



FROM ISI TO THE LOST DECADE
Sept.  24, 26, Oct.  1, 3:  Import-Substituting Industrialization and the Macroeconomics of Populism

Franko, Chap ter 3

Dornb usch, R udiger an d Seba stian Edw ards, ed s.  The Macroeconomics of Populism in Latin America. 

(Chicag o:  Univers ity of Chicag o Press , 1991): C hapters  1 and 9.  

*Lall, Sanjaya.   �Is  �Dependence � a Useful Concept in Analysing Underdevelopment? �  World Development

1975 3 (11&1 2):  799-8 10. 

*Baer, W erner.  "T he Eco nom ics of Pre bisch an d the EC LA."  Economic Development and Cultural

Change 10(2, 1961/62): 69-82.

Thursday, Oct.  3:  DISCUSSION � Is ISI inherently flawed?

Write questions on the following readings ONLY:

W orld Ban k.  "Ove rview."  W orld Dev elopm ent Rep ort 1991 .(W ashingto n, DC: W orld Ban k): pp. 1-1 2. 

Rodrik , Dani.   �Getting In tervention s Right: H ow Sou th Korea  and T aiwan G rew Ric h. �   Economic Policy

(April 1995 ): 55-107 . 

Oct .  8  Th e De bt Cr isis

Franko, Chap ter 4

FALL BREAK, Thursday, Oct. 10:  No classes.

Tuesday, Oct.  15:  Mid-term paper due.

THE NEOCLASSICAL RESURGENCE

Oct.  15:  The Washington Consensus

Oct.  15,17:   Stabilization programs

Franko, Chap ter 5

*Aspe, Pedro.  "Macroeconomic Adjustment and Social Consensus:  The Mexican Stabilization Program

(1983-1991)."  In his Economic Transformation the Mexican Way.  (Cam bridge, M assac husetts : 

MIT Press 1993): pp. 1-60.

TUESDAY, OCT.  22:  EXAM #2

Oct. 24 , 29, 31, N ov 5:  Tra de theor y, optimistic a nd pes simistic v iews, reg ional trade a greem ents

Franko, Chap ter 8

&:Trega rthen, T imothy.   � Chap ter 11: Co mpe titive mark ets and  internationa l trade. �   Microeconomics.  (NY:

Worth 1996): 248-69.

*Hirsch man , Albert O.  "A  Gene ralized Link age Ap proach  to Deve lopm ent, with Sp ecial Ref erence  to

Staples ."  Economic Development and Cultural Change 25(Supplement 1977): 67-98.

Thursday, Oct.  31:  Problem set #3 due

Tues day, No v.  5:  DIS CUS SION --Som e cautio nary tale s abo ut free tra de.  

Write questions on the following readings ONLY:

Hunt, S hane.  "G rowth an d Gua no in 19th  Centur y Peru."  In R oberto C ortés C onde a nd Sha ne Hu nt, eds. 

The Latin American Economies:  Growth and the Export Sector 1880-1930.  (New York:  Holmes

and M eier Pub lishers, 19 85):  pp. 25 5-318.  

*W illiams, Ro bert.  Export Agriculture and the Crisis in Central America.  (Chape l Hill:  University of N orth

Carolina Press, 1986): Chapters 4, 5 & 6.

Nov.  7, 12, 14, 19, 21:  Privatization and Financial and Capital Market Liberalization

Franko, Chapters 6 & 7

*Sánchez, Manuel, Rossana Corona, Luis Fernando Herrera and Otoniel Ochoa.  "A Comparison of

Privatization E xperien ces:  Ch ile, Mexico , Colom bia and A rgentina."  In S ánche z and Co rona, ed s. 

Privatization in Latin America (Washington, DC: Inter-American Development Bank/Johns

Hopk ins Unive rsity Press  1993):  1- 40. 



Thursday, Nov.  21:  DISCUSSION � Issues in Globalization.

Write questions on the following readings ONLY:

Greider, William.  1997.  Selection to be announced from  One W orld, Rea dy or N ot (Touchstone).

Stiglitz, Josep h.  2000.   � Capital M arket Lib eralization, Ec onom ic Grow th and Ins tability. �  Wo rld

Development 28(6): 1075-86.

*Garu da, Go pal.  2000 .   �The D istributional E ffects of  IMF Pr ogram s: A Cro ss-Co untry Ana lysis. �   Wo rld

Development 28(6): 1031-51.

THANKSGIVING BR EAK:  No classes Nov. 26 & Nov.  28 

Tuesday, Dec.  3:  Policy Analysis paper due.

Tuesday, Dec.  3:  DISCUSSION--Is structural reform working?

No discussion questions required

THURSDAY, DEC.  5: EXAM #3


