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Argentina: The Boom and Bust of a Political Economy
The story of Argentina involves characters and players that date from colonization,
echoing the policies of empires and political and religious movements from the Middle Ages
onward. Its place on the world stage evolved in its movement for independence, of caudillos, and
finally into a republic that grew into one of the richest countries in the world. This “United
States” of South America invited immigrants from around the world, growing at a fantastic rate.
The glory days did not last, and the country turned to several military dictatorships and regimes
that drove the once-proud nation into a reflection of its former self. The return of democracy in
the 1980’s and the restoration of the economy in the 1990’s looked like a new start.
The neo-liberal reforms and the former cyclical economic issues coupled with capital
flight and extreme privatization helped lead to the immense economic crisis in 2001, dashing
hopes that the country would be able to surpass its now-mythical former standing amongst
wealthy economies. Any allegory about Argentina has to include the politics and the decision
making processes that are inherent in understanding the reasoning behind the economic
measures. Many people, after 2001, doubted how Argentina could rebound from the world’s
largest sovereign debt default and the overnight 50% poverty rate.
However the dire economic situation and fracturing of the country many had expected to
break apart never happened. Co-ordinated leadership through a strong-willed personalismo partly
through the challenging of international institutions and capitalism changed given assumptions
about the roles in how developing and developed nations could interact. Nestor Kirchner and
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then Cristina Fernandez de Kirchner guided the nation into a commodity boom, focused on soy
exports, to rebuild the economy. The comparison of this power couple to Juan and Eva Peron and
the similar spirit of their époque is not accidental, and the strong personalismo inherent in their
policies became even more evident after the passing of Nestor in 2010. The strong cyclical links
in politics and economy continue to define Argentina, and not in a positive way.
The institutional weakness of the legislature and judiciary as well as seemingly
independent institutions clouds the democratic process. The personalismo inherent in economic
decisions leads to wild changes in laws that leave international investors and creditors uneasy
as well as citizens. The discretionary nature of political actions is not just manifested internally,
but in the external factors that Argentina claims are imposed upon them by the Global North:
of debt, foreign investment and international credit markets. The interconnectedness of political
decision making and fortune
In this essay, we will look at the political economic history that brought on the crisis
of 2001 and consequently led the country to its current position. The historic background
of the country sets up the platform in which Argentina developed. As stable as Argentina
may be, even in regard to some of its poorer neighbors, the short-term economic policies of
development handed down by successive governments over the 20th century has stymied growth
and prevented the country from developing. We will also demonstrate the flaws in the previous
governments, such as the pegged exchange rate and the questionable role of the IMF that
led Argentina to its inevitable collapse. Subsequently, the changes brought by the Kirchners
represent and institutional change for the country in a political direction, but economically
they are similar to many former playbooks. We assess these changes in policy with the current
Kirchner administration and assess the economic situation. Due to the new policies, we conclude
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that foreign investment will remain low, development will be hampered by uncertain policy
initiatives, the impacts of under developing and overdeveloping will mark the agriculture
sector, and the international credibility of the country will remain suspicious. The orthodoxy
of Peronism, the politics du jour of Argentina, continues to define the nation and will so unless
institutions are based less upon strong personal power and more upon balanced institutions. A
transparent policy-making process is also essential in developing a new political and economic
class. By accomplishing these broad theoretical frameworks and changing the short-term nature
of Argentina, positive economic growth and the avoidance of cycles will occur.

Political History and Evolving Movements: By Alejandra Sacio
The Radicals and the “Infamous Decade”
When Hipólito Irigoyen won his first term (1916-1922), it was a victory of the Radicals
vs. the Conservatives; however, they did not win a majority in Congress, which made it very
difficult to pass laws that supported their mandate for institutional change. Irigoyen's objectives
were to reform the agro-industrial and social models. A student movement quickly followed and
led to university reform, which eventually spread throughout America.
In January of 1919, the “Tragic Week” struck Buenos Aires when police killed 700
people and left thousands injured. The Argentine Regional Workers Federation called for a
general strike after this. In 1921, Irigoyen’s administrations ordained a Labor Code that gave
workers the right to strike, minimum wage laws, and collective contracts. (Wiki)
During World War I, Argentina struggled to remain neutral despite the United States’
efforts to get American states involved. Germany sank two civilian argentine ships, which lead
to the expulsion of the German ambassador and ultimately the monetary aid to the USSR in
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1922.
Aristocrat, Marcelo Torcuato de Alvear, also a member of the Radical Civic Union
(URC) of which Irigoyen belonged to, took power (1922-1928). His followers founded an
opposition to Irigoyen’s party, Union Civica Radical Antipersonalista, while the new president
abolished the reforms implemented by the previous leader. Fascism arouse out of Italian
influences by the Black shirts of Mussolini, which resulted in the bombing of the Italian
consulate in 1928.
That same year, Irigoyen was re-elected, but his second term was even more corrupt
than the first. After only 2 year into his term, Irigoyen was over thrown by a military
coup. Argentina was already falling apart and so was the moral of its people. What was
once considered as the embodiment of the Argentine dream now destroyed it and created
the “invisible Argentina” with a shattered faith. (Crow 1992, p. 841). The 1930’s are considered
the “Infamous Decade” because of the successive military coups and intervention in the
economy.
In 1938, Roberto Ortiz, a wealthy corporation lawyer, stepped up to the presidency with
hopes to restore integrity and honor back into politics. Nevertheless, World War II came around
and when the government gave their support to the Allies, Argentina was once again divided.
Ortiz became ill and could not carry out his term and his vice president, Ramon Castillo, took
charge. However, the country found itself in a hotbed for Axis activities.
A military coup lead by General Pedro Ramirez, over thru the government in June
of 1943 and Axis activities continued. Anti-Semitism spread and fascists took government
jobs. Hugo Wast, the Minister of Education, fired university professors who opposed the
government and instead put religion back into the classrooms, as well as anti-Semitism and anti-
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Americanism. (Crow 1992, p. 843)
Finally, in 1944, the U.S. and Great Britain were able to prove that Axis agents filtered
into the Argentine government and General Ramirez was forced to resign. Vice-President,
Edelmiro Farrell, took over and declared a war against Axis in 1945.
Juan Domingo Peron played a vital role in the military coup of 1943 as a colonel
supporting General Edelmiro Farrell and in return he was appointed as Minister of Labor.
(LatinAmericanHistory) While working for the Labor Department he devised liberal reforms.
No one had ever paid too much attention to the labor ministry but with Peron in charge, he was
able to bring change to this forgotten realm with the “Descamisados” movement.
The Descamisados were the underpaid workers of Argentina that had no voice in the
government.

What Peron promised and delivered granted workers better work conditions,

bonuses, expand social security, tenure and pensions. (Crow 1992, p. 843) This created an
alliance between the syndicalist and socialist movements, which was crucial in the labor union.
Peron’s power and influence grew rapidly within the government and people began to hear his
name. (Wiki) In no time, he became the new vice-president, Minister of War, and a strong
potential presidential candidate.
After a provoking speech in September of 1945, while masses began to fall in love with
him, his opposition became restless. By October, opponents within the armed forces coerced
him to resign, arrested him and shipped him off to La Plata in hopes to rid themselves of his
potential. However, their plan failed when the masses rose up against the current government
protesting his release. A key player in this demonstration was his newly wed wife, radio
personality, Eva Duarte.
The Peron Era
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Nevertheless, after just four days of being in jail, Peron was released before the elections
and shortly after moved into the “Casa Rosada” in 1946 as the new President of Argentina. His
two main objectives were social justice and economic independence.
During the first two years of his presidency, Peron set up dramatic changes that allowed
him to carry out his goal for the new Argentina. He paid off the “billion-dollar” dept they had
with the Bank of England (Wiki); and followed that with the nationalization of banks and the
expropriation of the British Railways, who were “bought” for 150 million pesos. He also bought
out the American Telephone Company for $100 million and nationalized airlines and shipping.
Thanks to the efforts of his beloved wife, Evita, women were granted the right to vote in
1947. Women were finally subject to the same civil obligations as men and were now a part of
documented society. (Todo Argentina) This law allowed 3,816,564 women to vote for the first
time in the following elections of 1951, which Peron would greatly benefit from.
In 1949, he replaced the 1853 constitution and gave federal government control over the
national economy and financial structure. . (Crow 1992, p. 843) The new constitution promoted
reform that gave rights to laborers, family and the elderly, and the accumulation of national
capital for economic development. (Todo Argentina) It also nationalized all energy sources,
from minerals to waterfalls; as well as public services. On a political sense, the constitution
allowed re-election.
When it came to foreign policy, Peron declared the “Tercera Posision,” the third way, in
1949 to maintain a neutral standing in the Cold War. This allowed him to maintain a relationship
with both the United States and the Soviet Union without having to choose between socialism
and democracy. Simultaneous to this, the U.S. fourth their Marshall Plan to rescue Europe.
Argentina, saw in this opportunity to expand its markets, but was ultimately excluded from the

6

plan.
Parallel to his work, the first lady worked extensively to develop changes in both social
and political realms. In the political aspect, she led the feminist movement and once granted
the right to vote, founded the National Assembly for the Peronist Feminine Movement. On the
social spectrum, she created hospitals, elderly homes, homes for single mothers, and schools.
To many, this was a wonderful facade and while Peron was able to increase army and
naval salaries, securing his vote with them, the truth of the matter was that Argentina was
going bankrupted. . (Crow 1992, p. 843) Slowly, but surely, argentine business, banks, press,
university and farming industry began to feel the repercussions of his actions. Between 1949
and 1950, capital investment plummeted 70 percent, and while urban wages continued to grow,
inflation wiped out labor gains. In ruins, Argentina shamefully asked the U.S. for a $125 million
loan.
Peron did his best to silence the press and intellectuals that had not yet fled the country.
However, the “descamisados” continued to support him regardless, not to mention the popularity
that Eva acquired through his campaign and presidency. Many people related to her poor and
illegitimate background, and looked up to her as a dream they could one day all reach. The
masses were inspired by her and in return adored her.
In 1951 elections, Peron main competitor was Ricardo Balbin, a prominent lawyer
turned politician who was the front-runner for the UCR (Union Civica Radical). Peron did not
announce his vice-presidency candidate for several months, until he declared Eva as his side
runner. Shortly after that she became diagnosed with cancer and was forced to step down.
By November, Peron was re-elected with a 62 percent vote (Todo Argentina), 30 percent
more than his closest opposition. This was the first time women were able to vote and their vote
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was mostly for Peron. It was also the first time women made it into congress: 6 made it to the
senate, while 21 into parliament, all members of the Peronist party.
Not even two month into his presidency, Peron became a widower for the second time;
but this time, all of Argentina would morn with him. Eva’s wake lasted 14 days and her body
was taken to congress for one night before her burial. (Todo Argentina) President Peron’s
popularity began to die slowly after this and his administration began to fumble.
In 1953, a terrorist group who was never identified bombed a Peronist public meeting.
Encouraged by their leader to fight back, the Peronists retailed by burning down the center for
argentine high society, the Jockey Club, and the Socialist Party headquarters. . (Crow 1992, p.
844)
During his second term, Peron took on the Catholic Church by legalizing divorce,
prostitution, and taxing church properties and took away its participation in schools. With the
economy in decline he began to loose the support of his most loyal followers, the very class that
brought him to power, the working class.
After Peron exiled two bishops, it was no surprise the Pope himself excommunicated him
in June of 1955. The following day the president called for a public meeting, which turned into a
failed military coup, taking the lives of over 300 people. Peronists did not let this pass with out a
fight, so they ransacked eleven churches in Buenos Aires that September.
The upraising, which they called “Revolucion Libertadora”, lasted three days. Argentina
was destroyed, both physically and morally. Peron had no choice but to flee the country by
gunboat to take refugee in Paraguay with his new thirteen-year-old mistress. Military leaders
seized power in Cordoba but this was not the end of Peronism, it remained strong thanks to
the labor unions, wage increments, social security, retirement and the purchasing of crops for
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farmers.

Civilian and Military Rule
General Eduardo Lonardi was initially the man to guide Argentina through this dePeronization period, but was ultimately replaced by General Pedro Aramburu who was more
drastic in his anti-Peron measures. He was in transitional power until the elections of 1958. In
this period, he restored the constitution of 1853, gave back “La Prensa”, made the central bank
autonomous, and made the Peronist party illegal. (Crow 1992, p. 846)
Arturo Frondizi, who allegedly followed orders from Peron abroad, was elected
president. However, he did not hold up his end of the bargain to continue Peronism. Inevitably,
inflation was out of control with the peso at an exchange rate of five pesos to one American
dollar and prices had increase by 114 percent. (Crow 1992, p. 846)
The economic situation of the country was disastrous. The new president did
everything he could to stimulate the economy; he tried to appeal to foreign investors to increase
productivity, particularly for the petroleum sector. The nation went from being a petroleum
importer to an exporter. (Todo Argentina) Frondizi also rendered economic and fiscal reforms,
pursued capital investment, condensed taxes, restricted credit and got Argentina back on its feet.
(Crow 1992, p. 846) He managed to bring inflation down to 14 percent.
It was a difficult government; the country was as always divided and this time Frondizi
was caught in the middle, between the Peronist and the military, in regards to the conflict of
Cuba and the United States. Frondizi maintained an amicable relationship with Kennedy and
also went as far as to sit down with Ernesto “Che” Guevara to see if he would mediate relations
between the two countries. (Todo Argentina) Ultimately, he satisfied the military by siding with
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the Americans in this matter.
In hopes to please the Peronist party, he allowed them to run for Chamber of Deputies
(were they won 45 of 85 spots) and governorship (9 out of 14). The military was in an uproar so
they went on strike until they eventually forced Frondizi out of the country. Thus, leaving the
military in-charge once more until the following elections in 1963.
Dr. Jose Maria Guido, the vice-president of the Senate took over for the remainder of the
term. (Todo Argentina) Nevertheless, the was a military divided by the “blues” and the “reds.”
The “blues,” who strongly opposed the Peronists, were victorious under the command of General
Jose Carlos Ongania.
Civilians regained power when Arturo Illia, alias “La Tortuga,” became the new
president elect. During his regime, Illia canceled the oil contracts and nationalized the industry;
but production quickly declined. Here the seemingly eternal war with the IMF and the World
Bank begun, and consequently he printed more pesos and inflation rate rouse again.
Near the end of 1964, it was speculated that Peron was trying to make his way back from
Madrid. However, he was declared “persona no grata” and returned to Madrid from Rio de
Janeiro. (Todo Argentina) From this point forward, Illia’s government began to wither; while
Peronist began to strengthen again, so the military stepped in once more.
General Ongania took charge under the so-called “Revolution Argentina” which had lead
the coup in June of 1966. The military took on the large task of re-establishing new political and
social order by the practice of an “authoritarian-bureaucratic state.” (Wiki) Ultimately, Ongania
dismissed congress and made a puppet out of the Supreme Court. Nothing was really done to
increase productivity, so economic growth remained low. The police was given the liberty to
search and detain people without the need of a warrant. They did the same to Universities and
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fired any and all of the professors they believed to be a threat. Suddenly, Argentine began to
settle down from chaos due to the strong oppression.
They allowed the currency to devaluate by 40 percent and were able to resort to the IMF
for a “stand by” loan. (Todo Argentina) Public expenses were also reduced from 40 percent to
14 percent, in hope to decrease the national deficit. Wages increased by 35 percent. (Crow
1992, p. 848)
The Catholic Church became important once again and everyone who favored the
military government enjoyed prosperity, so out of convenience the opposition began to quite
down. Ongania steered the country into a right-winged direction and became very pro-American.
The underground movement grew stronger as political instability began to conquer the
streets of Buenos Aires. Even the church declared its sympathy to the Socialist revolutionary
movement. (Wiki) General Juan Carlos Aramburu was the voice of this junction, along with the
archbishop of Buenos Aires. However, he was kidnapped and brutally murdered by Peronist
gorilla movement. . (Todo Argentina) The Peronist wanted to regain the remains of Eva Peron
and demonstrated their furry by chopping off all of the General’s limbs. By June of 1970,
Argentina experienced it’s fifth military intervention in 15 years, this time led by the army, navy
and air force combined.
Consequently, they put General Roberto Levingston in power who and restored political
activities and decreased the duration of the political term to four years. He was quickly replaced
by General Alejandro Augustin Lanusse who tried to reconcile with the Peronists and as an act
of faith returned the body of Eva Peron. His government also resulted unsuccessful and election
finally came into place in 1973.
Hector Campora became the new president of Argentina, but he displeased Peron and
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his followers so he quickly stepped down and his vice-president, Raul Lastiri, took his place.
Campora was only in office for three months and by September of the same year, held elections
once again.
With an undeniable 61 percent, a 77 year-old Juan Peron return to his throne, after 18
years of exile. This time his formula was with his new wife Maria Estela Martinez de Peron
(also known as Isabelita of 43 years). Unfortunately for his followers, he pasted away on July
first of 1974, leaving Martinez as head of state, and the first woman president of “the west
hemisphere.” (Crow 1992, p. 849) However, their government only worsened the economic
situation, inflation became ungraspable and terror filled the streets with political kidnappings and
murders.
The military inevitable dethroned Martinez in March of 1976 and replaced her with the
head of the army at the time, General Rafael Videla. Argentina entered what the generals
called “the process of military re-organization.”(Todo Argentina) The congress was dismissed
and military law ruled once more. The goal to cleanse the country of terrorism led the military
to take full force.
The new government reduced inflation from 750 percent to 160 percent; but prices within
Argentina grew rapidly. For instance, the price of bread jumped from 60 pesos to 350. (Crow
1992 (1946), p. 849) There was also an anti-Semitic sentiment in the government and as a result
many Jewish argentines fled the country. There was also an overwhelming disappearance of
10,000 people during this period. Ultimately, inflation returned and the economy sank with it.
General Roberto Eduardo Viola replaced Videla in March of 1981. However, his
government was short lived, and by December of the same year, Leopoldo Galtieri took over.
During his regime, Argentina attempted to gain control over the Falkland Island (Las Malvinas).
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In April of 1982, they were able to invade and throw out the British occupants. This restored
some sense of argentine pride, but just two months later the British returned and took back Las
Malvinas. Consequently, Galtieri resigned and Reynaldo Bignone took charge of the transitional
government until elections.

The Reinstatement of Democracy
It was finally the return of democracy and in October of 1983, Argentina elected the
Radical Civic Union’s candidate, Raul Alfonsin, who served un-interrupted for a full six-year
term. The new president, as many before him, faced a sour economy with a $50 billion foreign
debt that accumulated an interest of $150 million a month, and inflation that hit 1000 percent a
year. (Crow 1992, p. 850)
Alfonsin’s government fought back with the “Plan Austral.” During this period, they
replaced the peso with the Austral. Prices did not change and government spending seized.
They also stopped printing money and everybody had to buckle down as the standards of living
declined.
To make matters worse for Argentina, the US signed a deal with the Soviet Union to sell
four million tons of wheat (their main export at the time) under the market value. There was no
way they could compete and this just made it harder for them to pay off their debt.
However, Alfonsin was most notorious for being the must uncorrupt president. His
major contribution was holding the military accountable for their actions during the past years.
Those who were accused of terrorist killings were put on trail, many of which were high-ranking
military officers. Junta Generals admitted to killing 30 thousand people; however, their
sentences were too lenient and not just for their actions. (Crow 1992, p. 851)
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His second notorious act was the attempt to move the capital from Buenos Aires to
Patagonia. They thought that the colder weather would be a player in making the government
more productive and that those who were in the government out of greed would stay behind.
Unfortunately for Alfonsin, this made him very unpopular and the move never took place.
Inflation returned with furry and prices changed on a daily basis, closing down many business.
Alfonsin recognized his defeat and stepped down five month before the end of his term.
In the elections of 1989, the Peronist candidate, Carlos Saul Menem, took the ballot. His
administration was big on spending which gave the illusion that the economy was improving.
Menem promised to fix the economy but asked citizens to be patient. However, Foreign debt
continued to accumulate and was at $70 billion, with already two billion just from interest.
Drastic measures were taken to reform the argentine market. Menem administered
the privatization of all state run enterprises, including the very same ones Peron had once
nationalized. (Wiki) Due to the closing of the many state run corporations, unemployment went
up and as a result they created the unemployment insurance.
During his first year in office, he was able to control the inflation on the Austral from 196
percent to 6 percent in just months, but his efforts rendered hollow when the dollar got stronger,
and inflation struck back. By 1991, they dropped the Austral and returned to the peso, but with
the new dollarization policies, they created a law establishing the exchange of one peso for one
dollar, they called this the “Convertibility Plan.”
In 1993, Menem sign the “Olivos Pact” with the head of the Radical’s party, Raul
Alfonsin. This move facilitated the reform of the constitution and consequently his reelection in
1995. However, a new political party emerged in these elections, the “Frente Pais Solidario”
(FrePaSo); who took second place in the running.
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In his first term, the argentine middle class began to shrink; this became even more
inherent during Menem’s second term. Many were left unemployed and consequently had no
access to health insurance and education. (Todo Argentina) In outrage, the people began a new
form of protest called “piquetero.” Corruption was a major player in the Menem administration.
Many scandals both in government management and in his personal life took over the media and
Argentina felt ridiculed. However, this was the least of Argentina’s problems.

The Crisis
In October 1999, Fernando de la Rua, the UCR and Frepaso’s Alliance candidate, come
out victorious by ten percent of votes over the Peronist candidate, Eduardo Duhalde. De la Rua
was to take immediate action to restore the country from the growing recession; the GDP was
falling by 3.4 percent in relation to the previous year and unemployment was at 14 percent.
(Todo Argentina) The IMF became the government’s copilot in the handling of the economy
after granting the country a $40 thousand million bailout. The first step was to cut government
spending and setup an attractive platform for foreign investment to return and save Argentina
from furthering capital flight and prevent the default of their debt.
After the resignation of two economic ministers, Domingo Cavallo, the minister of
economy from the Menem administration, was appointed in March of 2001. (BCC News) A
major problem, which held back the country from progress, was the pegged exchange rate of one
peso to one dollar. This prevented Argentina from competing with other exporters in various
market; their prices were just too high to contend. Cavallo began with the “competitiveness
plans” and the goal of “zero deficit.”(Todo Argentina) However, due to mass government cuts
the unemployment rate continued to increase and reached 18 percent; not to mention, the poverty

15

level was also on a rise.
To make matters worse for Argentina, by August 2001 three rating agencies significantly
lowered the countries credit ratings while salaries continued to plummet. With hopes to recue
their savings, thousands of argentines flocked to their banks and retreated $1.3 billion from their
accounts, (BCC News) drastically reducing the countries dollar reserves when they needed the
most. The every next day, December first, Cavallo announced that there would be a $250 a
week maximum of dollar withdrawals; this became the infamous “corralito.” Days later, the
IMF said the Argentine measures (the drastic cuts) were not enough, and prevented the
disbursement of a $1.3 billion loan to help keep the federal government, bankrupt provinces, and
banks with liquidity.
It was during the “corralito” when the world started paying attention, as dramatic images
of lines at banks filled television screens across the world. The IMF allowed Argentina to wait
in some debt repayments, but in return the Argentine government had to cut spending by 20%.
On December 17, the government announced their new budget for 2002, but by then it was too
late. Indignant middle-class groups took to the streets, banging pots and pans in outrage. The
protests spread, and by December 19th de la Rua appeared on Argentine television and declared
an “official state of siege,” allowing the National Guard to enforce martial law. The protests got
more violent, and with protesters being shot and killed in front of the Casa Rosada, Cavallo and
de la Rua resigned the next day. The country’s debt default was imminent as chaos reigned in
the streets, the government literally took flight, and world institutions proclaimed the diagnosis
all but certain.
The President Pro-Tempore of the Senate, Ramon Puerta was sworn in as President
due to the previous Vice President’s resignation. After one day, the Congressional leaders
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assembled and nominated Peronist San Luis governor, Adolfo Rodriguez Saa, as temporary
president. Rodriguez Saa confirmed a default on Argentina’s foreign debt, and ended the state of
siege. Nevertheless, by the end of the week, he realized he had lost support of the Peronists, and
resigned. Puerta refused to be caretaker president again, and with the other top governmental
leaders unable or unwilling to take up the office, the Speaker of the House of Deputies, Eduardo
Camano, became president. The term ended on midnight of January 1st, as the legislature met
in heated session, electing the second runner up from the previous election, Eduardo Duhalde, as
president.

The Aftermath
Duhalde was in office for the remainder of de la Rua’s term, implementing the “pesoification” measures where dollar accounts were converted to pesos at the declared provisional
exchange rate of 1.4 to a dollar. (Wiki) $81 billion of the estimated debt was held in bonds with
152 face issues in six currencies and eight jurisdictions. With the debt default, the IMF and other
world lenders forced Argentina into devaluing the peso. After just a few months of letting the
peso float around freely, it devaluated about 80 percent and found itself at 4 pesos per American
dollar. The anger generated by the massive devaluing of assets, bank accounts, and of the debt
owed to many first-world groups helped turn on its head the supposedly ‘positive’ values of
neoliberalism. Not only was Argentina now an international pariah, but the masses had also lost
all faith in the governments ability to handle the country.
Nevertheless, Argentina played by the rules set forth by the first world institutions and
banks. The creation of this meltdown is attributed not only to mismanagement by these groups,
but also by political parties and figures intent on gaining power from discrediting such a system.

17

While there are several theories, the implicit lesson that Argentina played the game and lost
shows just how brutal austerity and imposed measures can be on flailing economies. All the
same, many believe (including the IMF) (IMF report) that had the convertibly plan remained
temporary it would have not only been successful, but, most likely, prevented the crisis from
ever escalating to the point of no return.
Many companies who had survived the recession where no faced with their most difficult
task, evading bankruptcy and resurfacing. One of the biggest companies that had to overcome
this challenge was Aerolineas Argentinas; they had to stop their internationally scheduled flight
for many days in 2002, but ultimately survived the crisis. By 2003, at 25 percent of
unemployment, somewhere around 40 thousand people where wondering the street of Buenos
Aires collecting trash for recycling. (Wiki) And the Argentine agricultural industry lacked
confidence abroad.

The Reconstruction of the Economy
In May of 2003, Nestor Kirchner took office but kept Duhalde's Minister of Economy,
Roberto Lavagna. With the devaluated peso, argentine exports were once again competitive and
imports became too expense, but import substitution became a profitable alternative encouraged
by the government. Soy developed as an important player in the argentine market; it was
expensive in other markets, but with the weak peso buyers such as China flocked to the occasion
and injected massive amount of foreign currency. (Wiki)
Argentina began to get back on its feet thanks to the economic measure that were taken.
They made loans available to small businesses once again, corrected tax collection, and set
money aside for social welfare. The peso grew stronger (3-to-1$) along with tourism and
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agricultural exports. There was finally a trade surplus and the country had to do something it
had never done, mimicing the Chinese model, prevent the peso from revaluating even more to
maintain export prices at a competitive level. The foreign currency reserves were able to
accumulate $28 billion by December of 2005. GDP climbed back up to 8.5 percent,
unemployment improved considerably and wages were increasing by approximately 17 percent
each year. (Todo Argentina) By January 2006, Kirchner used the foreign reserves to pay off
Argentina’s entire debt to the IMF, $9.810 billion.
In 2007, when elections came around, Kirchner appointed his wife, Cristina Fernández de
Kirchner, former member of the senate, as his successor. She won the elections with 44 percent
of the vote; Nestor remained very present during Cristina’s first term. However, just before her
second reelection, he passed away. She was reelected in October of 2011.

A Policy and Economic Analysis of the Recent Kirchner Years: By James Foley
Economic background
The dramatic rise and fall of Argentina, an economic and political rollercoaster, did not
occur because of chance. A country with vast territory, different climate zones, fertile land, welldeveloped cities, and a large well-educated middle class did not evolve and keep its power from
nowhere. Argentina is built from its dramatic history as previously demonstrated, as well as a
strong political and economic culture which epitomizes the role middle-income developing
countries play. The legacy of neo-liberalism, the 2001 crisis, and the world institutions that
helped shape such events had an even hand with the political and economic culture of Argentina
that existed before and after. The sharp, contrasting turnaround for the country during the Nestor
Kirchner administration was forged through a contrasting monetary policy, a rise in industrial
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and agricultural production, building the central bank reserves, and most importantly a social
welfare agenda. The policies have had clear positives, investing in infrastructure, making the
Argentine economy the fasted growing in South America (Ministry of Social Welfare). These
clear benefits of the generous social projects hold some warning signs about the direction of the
economy and its clear, interconnected policymaking procedures through the Argentine
government. The tampering of statistics, the unbalanced nature of governmental power,
restrictive currency controls, short-term economic models, vindictive export and import policies
and a lack of international confidence are integral in understanding Argentina’s complexities.
Only through balancing the desire for economic and social growth with a stable buildup of
capital and institutions will help Argentina avoid falling into the same traps as before.
The political power couple of Nestor and Cristina Fernandez de Kirchner (CFK) swept to
power in 2003’s election may be hindered by the passing of Nestor, but the policies inherent in
both administrations were aimed at creating an Argentina “para todos.” The inclusive language
was meant as part of the general discourse of a nation re-imagining itself after the last nightmare
military dictatorship and economic shocks of the 1980’s hyperinflation and the 2001 economic
crisis. The continuity of their political movement in one hand gives Argentina a measure of
stability, but in the other consolidates power not equally shared amongst other branches and
institutions within the government. The Kirchner’s agenda of social spending is reflected in the
recently released 2012 budget, allotting $200 million of the $500 million budget to the Ministry
of Social Works. This large investment is reflective of the greater policy decisions affecting the
country, but there is greater depth as to why this is so important.
Imports and exports
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Argentina is a vast land filled with differing climatic zones, allowing the production of a
wide range of foodstuffs and other resources. It is the world’s third largest producer of soy, 55%
of which is soy oil (the largest producer in the world). It is the world’s fourth largest producer of
wines, first in garlic, first in lemons, and in the top ten for many other fruits and vegetables. They
enjoy a comparative advantage because of its location in the Southern Hemisphere, allowing
exports during the Northern winter that can fetch premium prices. As of the latest statistics,
agriculture forms only 9% of the economy, but is responsible for a larger chunk of exports.
Argentina exports between 80-90% of what they produce, importing a measly 3% of goods. This
monumental amount of production supports the Argentine economy, accounting for 25% of its
GDP. This sector’s growth is positive every year, and a total of 8-9% of global foodstuffs are
grown in Argentina. Its global share of exports is 2.9%, due to soy making up the primary low
value-added good.
Soy is responsible for much of the growth in the last decade of the Argentine economy.
In the fertile Pampas grasslands, cattle were king since the time of colonization. Beef is
an important staple of the Argentine diet and in 2010 the average beef consumption was
56.3 kilos per capita (124 lbs). Cattle production is naturally suited to Argentina, but the
political and economic conditions make being a rancher tenable, which affects the supply of
beef. The main organization of ranchers, La Sociedad Rural, represents ranchers’ interests
against the government. Throughout the last ten years, with consumption soaring (in 2008
the per capita consumption was 70 kg), the prices have as well. With high prices in mind, the
Kirchner governments restricted beef exports in 2006 to stimulate domestic production for
local consumption. With record droughts and the vanishing of premium export markets, many
producers decided to sell their cattle and their land as the intensive operations were not worth the
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costs. This turnover increased prices and led to nationwide shortages of meat. Restrictions eased,
but confrontation and shifting demand of the land continued.
With disappearing cattle ranches, many new landowners decided to take advantage
of the surge in global soybean prices and plow the fertile grasslands. Soy production, once at
$3.2 billion in 1997 jumped to $16.3 billion in 2009 (Latin America’s Exports). Soybean fields
require less labor, are easier to maintain, and were not subject to much government regulation.
That was, until 2008 when the government instituted tariffs with an eye towards collecting
revenue from the booming industry. The farmers protested, and the government backed off in the
first confrontation in the Cristina Kirchner administration.
The growth in soybeans (Figure 1) is fueled through the immense demand of China,
which imports more than half of all Argentina’s soy exports (Latin America’s Exports). This
dramatic rise in demand coupled with an equally dramatic change in the landscape, consumption
habits, and agricultural labor markets has negatively impacted many communities. Many
involved in beef and other agricultural commodities formerly produced found themselves
jobless. These unemployed people, often poor, contributed to a mass rural exodus to cities
(Figure 2 shows the areas where soy is grown). The exploitation of land for soybeans broadens
from the Pampas into areas that were formerly plains or wildlife like the Chaco. In this area of
humid, fertile soil soy plantations have expropriated land claimed by indigenous tribes, adding
to displacement. Many of these peoples become landless, and without land for agriculture many
tribes face starvation.
The issue of food insecurity is a stark reality in this large food producer. Not only has
soy dominated former farming areas that would have produced other types of produce, its
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effects on the diet of Argentines (relating to less beef consumption, more processed foods), but
on the future access to land. More than 50% of the land used for agriculture is now used for
soy production (Transgenic Crops in Argentina). While critiquing the neo-liberal takeovers of
Argentine capital in through the late 20th century, the current land-grab forcing migrations and
concentration of power is ignored by the political establishment.
The larger cost of soy, besides the displacement of people and the shrinking of some food
production is the question of environmental impact (Transgenic Crops in Argentina). Almost
all of the soy grown in Argentina is genetically modified (98%), and a majority of which are
Monsanto produced products (especially for fertilizer). The intense cultivation of soy and the
use of fertilizers and chemicals to support its growth have contaminated many rural areas with
unwanted groundwater pollution. The latest estimates found that 12 million Argentines (about
one in four people) live in areas with groundwater contaminated through the use of fertilizers.
The short term gain of soy profits versus the long-term health effects, environmental degradation
caused by land exhaustion, and lower/underdeveloped production of other goods (especially
beef, poultry, and fish) raise serious questions about governmental planning.
Fray Bentos
An important comparison of environmentalism and its intersection with Argentine
economics is the Fray Bentos paper mill incident with neighboring Uruguay. Proposed in 2003
by a Finnish company, it will be the largest foreign investment in Uruguay’s history, adding
millions to its gross domestic product (Fray Bentos). Utilizing the fast-growing eucalyptus trees
of Uruguay’s rolling hills, the impact of large foreign investment directly across the Rio Uruguay
from Argentina raised immediate flags about the environmental impact of such a project. Many
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locals and political elite compared it to “toxic colonialism” and wondered about the emissions in
the air and water from the mill.
At the time of the project’s announcement, the economies of both countries were
recovering from the 2001 crisis, and provided hope in recovery for one and potential envy for
another. The political rallying cry of a foreign project threatening the economic/environmental
sovereignty of Argentina was led by nonverbal support in the disguised trade war over the next
decade. Roadblocks between the two countries ground some border trade to a halt for years and
other acts of defiance at all levels seemed to elevate the crisis. Eventually an international court
sided with Uruguay, but demanded an environmental analysis as well as buffer solutions to limit
any impact upon Argentina (Fray Bentos).
In many ways, the uproar over the environmental impact was legitimate. But would
the debate in Argentina have been different if the Finnish company had chosen the other side
of the river? The government is silent about environmental problems when it is economically
convenient (as is the case of soy and the lack of environmental controls) but not when it comes
to businesses that do not form such relationships with the government. Even more, the regional
frameworks such as Mercosur were created to help solve such problems. The resolution was
reached not by Mercosur, but by the International Court of Justice
Import/Export regulations
The support of some sectors and investments over others is seen in the bureaucracy
formed through the flawed policymaking process. As quantified in a great paper by Sergio Lence
at Iowa State University, Argentina’s agriculture sector which once was heavily subsidized by
the government receives few if any subsidies overall in terms of production. Compared to 25
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of the world’s top producers, Argentina is negatively supported by its government in terms of
agricultural production, meaning the government takes money from the producers. This is done
in a few ways, most importantly through “retenciones,” or export taxes. The government wants
to take advantage of high commodity prices, as Argentina is currently the number two exporter
worldwide of basic commodities.
The high export taxes became a political issue in 2008, when strikes paralyzed Argentina
due to the government instituting a 44% export tax on producers. CFK noted that, as 95% of soy
is exported, growers “had to reinvest” in Argentina through these taxes. Eventually the tariffs
were overturned. Nonetheless, the desired effect (to flood the market with cheaper foodstuffs)
had the opposite effect, by shutting down many smaller producers. Despite the international
and regional frameworks for economic access and development, Argentina made a large list of
products that could not be imported without heavy taxes.
Furthermore, in the past few years, increasingly controlling measures by the government
were attempted to be put in place. One would have banned the importation of foreign foodstuffs
with Argentine equivalents (for example French cheese, Italian pasta, British tea). Another,
now trying to be put into effect, would ban the importation of foreign-made books to support
the Argentine bookmaking industry. Less dramatic measures about automobile production,
commodities imports, and alcohol production limit foreign influence in the domestic market. The
effects of some measures would obviously do more harm than good, not just for consumers but
for anyone investing in the country.
The government supports tariffs and restrictive trade measures in defending the rights of
the poor in being able to afford basic goods. Guido Porto, in an excellent study, hypothesized
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the effect of developed nations lowering tariff barriers with Argentina, and Argentina lowering
their domestic tariffs for international imports. He based some of this research on World Bank
data from countries that have already attempted this approach. He found that poverty could be
significantly reduced (anywhere from 3-18%) based on increased access to Argentine goods
internationally. There would be a lowered effect if Argentina lowered its tariffs to imports, but
still significant. More importantly though, how does the government measure the economic
conditions of the poor and attribute funds to them? This question and process is unclear as the
statistics provided in Argentina are not agreed upon.
Statistics controls
The political weight of numbers, of growth rates and production, is huge in many
developing economies. Argentina’s national statistics bureau, INDEC (Instituto National de
Estadistica y Censos), is a monolithic governmental agency charged with carrying out the
census, providing consumer price indices, calculating inflation and unemployment, and other
sorts of national and international data regarding Argentina and many of its non-financial
official numbers. In theory, organizations like this remain impartial, scientific observers and
calculators. INDEC, as many have charged, has become the antithesis to this fair model with
skewed statistics. In 2007, the former head Graciela Bevacqua was fired by President Nestor
Kirchner after arriving at inflation statistics that were double the figures “demanded” by the
administration. The harassment and fudging of numbers was antithetical to her purposes, but
since she was forced out a new head handpicked by the government went to the helm anyway.
INDEC, which once had semi-autonomy, now answered again to Guillermo Moreno, now
the Deputy Economy Minister. Moreno is a classic figure in the Argentine policy-making
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process: rigid, influential, demanding. His decisions about what will help or hinder the Kirchner
government have shaped internal policy in a personal way (Policy-making IADB Report).
After tampering and replacing several key leaders in the agency with pro-Kirchner
politicians, the statistics changed dramatically to reflect lower figures, especially with inflation.
Since 2007, the index has reported inflation ranging between 7-9%. Bevacqua, not satisfied
that the government would publish falsified numbers, started producing her own index at the
University of Buenos Aires with 20 economics students. This set up a showdown, as this and
other private indexes calculated between 22-25% annual inflation. This divide weakened not
only the Argentine government’s resolve to declare their ‘new-way’ policies as effective, but
in the continual war between the government, bond-holders, and debt-holders. If Argentine
inflation was being undervalued, so were the payments on people who invested in Argentina.
This widespread speculation of cooked books even moved the International Monetary Fund to
declare the private indexes as official statistics, due to doubt on the methods used by INDEC. As
noted in the Washington Post (Figure 3), the differences in the inflation statistics point towards
larger problems in Argentina: the lack of transparency with the economy, dragging their heels
in complying or recognizing international obligations, and the expectations that government
corruption is widespread.
The government felt the competing numbers as slanderous and inciting damage to the
Argentine character, and through executive degree fined $125,000 to Bevacqua and her team
for creating such contradictory inflation reports. The highly political act of now collecting data
has led many statisticians advising foreign companies to quietly release their reports, while
some others still freely give out their information. Besides inflation, INDEC also measures
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such things as poverty. A report released by the Universidad Catholica Argentina states that
poverty, especially in the Buenos Aires region, is almost double reported by INDEC. UCA
found that 35% of Argentines living in the Buenos Aires area live under the poverty line, while
INDEC reports 15%. This stems from a difference in measuring poverty, as INDEC says those
living under 1,250 pesos/month ($292) are in poverty versus UCA/the Catholic Church which
says the poverty line is at 2,150 pesos/month ($502). This large difference is due to not only
the differences in measures of inflation, but of political rhetoric enforced by the government
about their social programs. The political need to quantifiably show that poverty is declining
through governmental measures is key to legitimizing the programs put in place. This same
report pointed to 10% of the Buenos Aires region’s population living in shanty towns. As
mentioned about the rural exodus of small farmers due to soy farming, many of the poor move
to large cities hoping for work. The new arrivals encounter higher prices and competition with
undocumented immigrants from neighboring countries (especially Paraguay and Bolivia). The
reason for the silence in these lower poverty and unemployment numbers is their contradiction
to the social spending and policy programs put in place. If $200 million is spent in providing
homes, infrastructure, and other resources to aid the poor and in reality does not meet its goals
because the numbers are larger, does this help further the reasoning of the government to expand
their programs?
This image control by fudging numbers serves only a short-term goal, as the added
weight of an international awareness about the practices, general suspicion about what other
numbers may be untrue, and the long-term trends which will not hide from such data. The basic
food basket rose by 240% since 2007, yet the official statistics would claim a much smaller rise
(Inflacion Verdadera). The key in countering misinformation is knowledge, and through the
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actions of several economists who work at the Universidad de Buenos Aires reliable statistics are
still available.
Government financing
After its historic 2001 debt default and 2005 exit from membership in the IMF, Argentina
has tried to settle its foreign debt with investors by swapping out the debt. This means that
negotiations take place between the government and debt-holders in groups or individually, in
negotiating a fire-sale like price in recovering some of the money lost during the default. For
a while, Argentina had settled many of its debts at reduced rates, meaning they would pay that
much at a fixed interest rate. This was appealing to many debt-holders as they could recoup some
of their losses.
The major political liability of the IMF debt was paid off the quickest, with return rates
at a 70% discount (so around 30 cents of each dollar invested). In 2005 and 2006, the Nestor
Kirchner government paid back the majority of these debts at that agreed upon discounted rate,
with help from Venezuela. This was at the same time the Argentine economy was booming,
with soy exporting and the low-cost peso making foreigners flock to soak up the undervalued
deals present in Argentina. Venezuela kept buying more of the Argentine debt though, lending
financing officially and non-officially to the Argentine government. With 93% of the foreign
debt paid, Argentina should have had easier access to credit.
But Argentina is still shut out from credit markets. Besides being still rated B by most
international ratings agencies, many of the unaccounted investors are trying settle their debt.
Many go to court to recover investments. Because of Argentina’s dawdling in agreeing with
some investors (two Texas groups most notably), the United States began voting to block all
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funds intended for Argentina in the Inter-American Development Bank. This is because the
U.S. has a majority of voting rights in the bank. After a three month standoff, the IADB granted
$400 million in infrastructure loans to Argentina after the Argentines agreed to settle their debt
with these firms. The companies urging the United States to recoup their loses knew that only
drastic action would achieve a settlement. The lengths at which investors had to drag Argentina
to negotiate their debts is one of the prime examples of how credit markets have shut out the
country, meaning revenue and loans have to be generated in other ways. This comes on the heels
of Barack Obama’s meeting with CFK at the G-20 Summit in Cannes, where he pressed the
Argentine government to adhere to international norms. Argentina continues to seesaw between
adhering and playing along with the rules and then not complying.
The money supporting many of the social welfare projects comes not only from the
growing economy, but better tax collection, the buildup and use of Central Bank reserves, and
using the national social security system as liquidity. Keeping liquidity available and the backing
up of such liquidity was a key goal in Nestor Kirchner’s administration. The former Central
Bank President Martin Redrado led the buildup of reserves, justifiably to back the currency
and allow the undervalued peso to fuel export competitiveness. After the election of CFK, the
relationship between the Central Bank and the government became more political. In January
2010, CFK ordered Redrado to create a fund of $6.7 billion to help pay for domestic projects
through the use of foreign exchange reserves. Redrado refused, CFK appointed another president
for the bank, but Redrado backed by several members of Congress refused to step down. The
impasse dragged in judges who both ruled for and against the President’s actions. Eventually,
Redrado stepped down, but the compromised autarky of the institution was clear to international
investors (BBC).
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Currency controls
Argentina has always had a fluctuating relationship with foreign currencies, with its
linkage to the dollar in the 1990′s on a 1:1 ratio. After the debt default and currency devaluation
in 2002 (a 3:1 peso to dollar ratio), the peso has slowly lost value against the dollar to its current
value of 4.30 pesos for every dollar. The financial system until the last decade was unregulated
in terms of volume and oversight, controlled by strong personality-driven decision-making, and
savers holding vast amounts of money outside of Argentina. Coupled with this, the informal
economy accounts for a third of all economic transactions, which account for undocumented
labor, under the table transactions, etc. This large undocumented and unregulated sector is
a focus of the expanding scope of AFIP, the Argentine national tax agency. By regulating
and collecting more tax revenue, AFIP raises revenue for the government, reduces several
issues involved with unaccounted funds, and helps enforce labor laws. Still, the government is
projecting a $9.5 billion trade surplus for 2012, and its tax collection rates have soared by 31.4%
this year.
Given many new powers to go after tax dodgers, AFIP also is at the center of the new
currency controls implemented a week after the re-election of CFK. The problem of the informal
cash economy and a history of nervous citizens fleeing the peso by investing their money abroad
caused new regulations for businesses wishing to buy foreign currency (USA Today). Now,
anyone wishing to buy foreign currency must provide an Argentine national identification card
(DNI) as well as an AFIP tax registration ID code. Upon submitting the amount requested, a
check is made with AFIP considering reported previous income electronically. If AFIP finds that
the amount requested is not within “reasonable” standards according to their bank accounts, it
will deny the transaction. During the first weeks of usage, 80-90% of transactions were denied
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for small businesses, large multi-nationals wishing to exchange currency, and private citizens
(The Guardian). These foreign exchange controls not only imagined a more regulated market,
but one controlled by the government.
The control of foreign currency, besides stemming the tide of capital flight, helps add
more reserves to the Central Bank. Between 2003 and 2011, Central Bank reserves rose from
$10 billion to more than $50 billion (see Figure 4), with a steady rate of increase until 2008. The
government hopes to add the extra uncirculated currency to its reserves, helping to keep the peso
low in relation to the dollar. A sale in $1.78 billion in government reserves during October was
meant to help stem the tide of dollars flowing out of the country. The growing problem with
dollars are the two exchange rates, one being officially reported, the other parallel and used by
many businesses.
A week after the new measures took effect, currency deposits fell 7%, and then a week
later fell by 4.5%. More than $2.4 billion was withdrawn from bank accounts. The dollar-peso
exchange rate, at $4.23 before the announcement, steadily rose and ‘stabilized’ at $4.30 (Figure
5 has the last ten years in exchange rate values). The Argentine government was heavily selling
its reserves to prop up the peso as to negate even stronger effects from the new measures. Of
the estimated $500 million in currency traded per day previously, only $350 million was traded
after the measures. These informal traders were inching the informal peso up to $4.79, but CFK’s
right-hand man Guillermo Moreno has pressured traders, importers and exporters to bring it
down to $4.40/.50.
Controlling investment and capital flight
A report by the Argentine government found that capital flight during the third quarter
of 2011 was four times the amount compared to the previous year (MercoPress). There were
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$18.245 billion dollars in capital flight from January to September this year compared to 2010′s
$9.169 billion. Argentina’s election cycles often correspond with economic insecurity, and many
thought the re-election of Kirchner would obvious be a continuation of her policies, worrying
some business interests. Despite their currency controls money is still hemorrhaging out in
dollars, which accounts for 96% of the currency leaving the country. The small amount of euros
and other foreign currencies help support the argument that most of this capital is going to the
United States, and also that the Argentine peso and U.S. dollar are more than any time in the last
ten years linked.
Argentina eased the requirements levied on banks that keep dollar reserves because of a
massive plunge in deposits in the week following the currency controls. The former requirement
that 100% of foreign exchange houses’ and bank’s dollar reserves had to be kept in the Central
Bank lowered to 20%. The one week deposit fall of $645 million came after the news that dollar
deposits in banks will be 5% lower this year, the first negative value since the 2001 crisis. This
intensification of capital flight, as quoted by (rather conservative) Business Week:
“Facing inflation economists estimate at 24 percent, Argentines pulled $9.8 billion out
of the economy in the first half of this year, compared with $11.4 billion in all of 2010,
according to central bank data. Capital flight has accelerated since then and will reach a
record $25 billion this year, said Jorge Todesca, a former deputy economy minister.”
With these numbers in mind, the Kirchner government moved to end utility subsidies
for many profitable “utility”-type industries. The move is expected to save the government $140
million a year, cutting 1.3% from the annual budget. Now, all oil, gas, and mining companies,
airports, passenger terminals (railway stations, bus depots and ferry terminals run by private
companies), gaming establishments, insurance companies and banks lost previous operational
subsidies but are being warned to not pass these extra costs on to customers. Eliminating
subsidies went hand in hand with new regulations regarding investment for some of these
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same firms, which formerly had to only invest 20-30% of their export profits into Argentina.
These same companies will have to invest all of their export profits within Argentina. For some
smaller, more marginal companies that are locally based, this could prove lucrative. But, the
majority of firms, including the once state-owned YPF, are owned by foreigners (YPF is now
part of Spanish-owned Repsol-YPF).
The interest of this sector is personal to the government. During Nestor Kirchner’s
term, he helped create Enarsa, a new semi-nationalized oil and gas company, that competes
against many firms. Argentina, with until recently small amounts of local natural gas and oil
reserves, became inflamed when British-owned firms recently began exploring off the coast of
the Falklands/Malvinas. Once again, foreign companies and the idea of violated sovereignty
became a government-supported argument in rallying politically inspired economic measures.
Eyeing the “imperial power” that is “stealing” their “rightful oil” from the Malvinas, the
proposed investiture by ExxonMobil into natural gas drilling of the newly found Neuquen
basin has Argentina trying to avoid the toxic colonialism aforementioned with the Fray Bentos
affair. Forcing the foreign companies to invest their profits locally encourages them to become
a community partner, but on the Argentine’s terms. The large profits that will come from the
natural gas and oil fields could indeed help fund many of the social programs and infrastructure
projects proposed by the government. Unfortunately, these policymaking decisions have had the
opposite effect.
A BP-owned Argentine oil company, Bridas, canceled the rest of its sale to a Chinese
firm due to the new measures imposed by the Kirchner government in regards to investing their
profits within Argentina. While the value of exported Argentine crude oil was $1.48 billion and
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$732 million in natural gas last year, the policy decision that export profits have to be invested
(made without consulting any company) scared investors. The Fitch Credit Rating Agency
warned Argentina that this currency policy will lead not only to higher inflation, but to a higher
vulnerability to foreign currency changes. Fitch obviously ties these decisions to the reelection of
the Kirchner government on October 23rd, saying that a “re-patriation” is in effect amongst the
energy sector. Moody’s, another ratings agency, also cut the credit ratings for Argentine energy
companies. All are now at Ba3 or below (which means below foreign investment grade rating).
The possible positive goals of holding energy companies socially accountable for their actions
might lead not only to less money in local revenue, but higher dependence on foreign oil. The
contradiction is evident: holding foreign companies accountable versus creating a governmentfunded company to compete against them delegitimizes the government’s arguments regarding
the energy sector.

Conclusions
The politicized policy-making decisions of Argentina contribute to cowed institutions,
nervous investors, short-term focused economic goals, and the weakening of the hailed
turnaround from the 2001 crisis. The massive social works projects and goals rightly demanded
by Argentines by their government cannot be paid for entirely on the export and development of
soy and controlling imports and exports, but through developing a wide range of other
agricultural products that will weather economic shocks. Instituting an ISI approach to industry
scares foreign investors but rallies the public imagination for political ends as demonstrated by
the re-nationalization of certain sectors and selective disputes concerning the environment. The
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short-term convenience of paying for projects through raiding pension money, taking foreign
exchange money out of circulation, and of high-grossing soy all have long-term effects that do
not positively contribute to Argentina’s development. The gamble on dealing with fluctuating
laws, highly-personal relationships dependent on government functionaries, and the uncertain
nature of investing in this kind of structure make many parties disillusioned with the Argentine
government’s message. The evolving relations between the different economic players and a
defiance in adhering to a global order is positive in combatting the inefficiencies and unfair
practices they possess, but Argentina’s policies do nothing but give more support to them as their
short-term fallacies become evident.
The obviously links between governments and economics shown throughout this paper,
the cyclical nature, the policies towards industrialization and commercialization, and of
commodifying resources show the nature and potential future path of Argentina. Corruption also
plays its role, as Argentina ranks in at 100 in the world, compared to its neighbor Uruguay which
is at 25th place (MercoPress). Without serious institutional independence and transparency, no
change can go forward. Unfortunately, the personality-led decision making processes inherent to
government and economic policy prevent anything besides short-term visions from becoming
reality. The spirit of Peronism and other movements prevent institutions and development from
going forward, despite their social developmental focus because of the personal interests
inherent in the different party leaders.
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Figure 1: Argentine soybean exports

Figure 2: Where soy is grown in Argentina
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Figure 3: Differing rates of inflation (Washington Post)
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Figure 4: Argentina’s Central Bank Reserves (BCRA data)

Figure 5: Argentine Peso to US Dollar formal exchange rate (Barchart.com)
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Figure 6: Capital Flight (Clarin)
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