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Commentson Dani Rodrik’s
“W hy is There So Much Economic Inseaurity in Latin America?”

S. Tenreyro (Harvard) and M. Tommasi (CEDI/FG& S, UdeSA, and Harvard)

In these mmments, we make esentialy the foll owing four points:

1. The concept of “econamicinseaurity” (heredter El) isnat clealy defined and the
empiricd evidence suppating the author’s conceptualization d El isflimsy.

2. Oftentimes trade-off s are not taken into consideration.

3. Semndmoments (variances, distributions) of maaoeanamic variables are
emphasized withou due consideration d the first moments (such as average growth
rates of per-capitaincome).

4. Thetreament of therole of institutionsis superficial.

Sedion 1 d this commentary summarizes and criti cizes the evidence provided to suppat
the paint that there is much econamic inseaurity in Latin America Sedion 2summarizes
the author’ s diagnaostic and implicit remedies. The remaining sedions addressthe aeas
in which we think the analysis of the paper isincomplete.

1. THE PREMISE OF THE PAPER ISNOT WELL E STABLISHED.

The question pased in the paper —why thereis © much El in Latin America cdlsfor
clarification. Does it entail a mmparison d levels of El with resped to ather regions or to
anincreasein El in Latin America? The aithor provides no evidence showing that Latin
Americasuffers from more El than ather regions. The discusson mainly focuses on the
increase in El that, acwrding to the author, took gacein the 1990s. Furthermore, the
concept of El is poaly defined and (even if we aould agreeon a definition) the case for
itsincrease is nat convincing.

The evidenceon *so much EI” consists of (1) two opnion surveys (2) dedine of trade
union membership, (3) increase of the propation d employees not covered by “job
seaurity”, (4) unemployment rates, and (5) some per-capitaincome measures of
aggregate El (table 6B). We discussead of these pieces of evidencein turn:

1. Tables1 and 2 describe survey data from two Wall Stred questionnaires. The first
table shows resporses to questions regarding current and expeded living standardsin
anumber of Latin American courtries. It is quite difficult to give those answers any
weight withou a dea understanding of what “ better” means. It is unclea how



answers vary across regions of theworld - if the caseisthat El is peculiarly highin
Latin America, these surveys do not substantiate the claim. Intable 2, it is not clear
that people are faced with the trade-offs involved when asked whether the country
should spend more on pensions. Not surprisingly, when there are no prices, people
demand more goods (pensions) and less bads (military).

2. We argue below that a decline in union membership and power could actually
increase the economic security of the average citizen.

3. Rodrik usesthe declinein job protection as an indicator of EI. We argue in section 7
that standard measures of job security tend to be associated with higher EI.

4. According to the aithor’s own data (Table 4), uremployment deaeased in eight
courtries, remained roughly unchanged in threg andincreased in five. Of these five,
the only case in which the increase has been redly alarming is Argentina.
Furthermore, the mean and median rates of unemployment have dedined from 8.7%
to 8.1% andfrom 8.7to 7.4% respedively. (Excluding Argentina, the dedines are
from 8.6 to 7.8% and from 8.9to 7.246 respedively.) So the evidenceon
unemployment, if anything, pants the other way.

5. InTable 6B Rodrik showsthat El (measured as the probabilit y that decale-average
GDP growth rate is—5% or lesg has gone up significantly from the 1980sto the
1990sfor most Latin American courtries. However, itslevel is gill | ow when
compared to the mrrespondng values from the 1960s and 1970s. As an alternative
that concentrates on levels rather than ongrowth rates, we redo the exercise, asking
instead, what is the probabilit y that decale-average GNP fall s below the value
attained in 1981.Theresults are summarized in Table A.

Table A. Probability that Average GNP is below GNP(1981)*

Prob(x1<1) Prob (x2<1) Prob(x3<1)
Country x1=avg[GNP(t)/GNP81] |x2=avg[GNP(t)/GNP81]| x3=avg[GNP(t)/GNP81]

t=70, ...,79 t=80, ...,89 t=90, ...,97
Argentina 0.00 0.29 0.00
Brazil 0.42 0.30 0.00
Colombia 0.33 0.00 0.00
Chile 0.10 0.07 0.00
Mexico 0.76 0.23 0.12
Uruguay 0.58 0.43 0.00
Venezuela 0.00 0.36 0.39

*Averages are taken over the 70’s, 80’'s and 90's. GNP per capita at 1995 constant US$
Source: Authors’ calculations from World Bank Indicators. Assumption: Average ratio of GNP/GNP81 normally distributed

When we look at levels of per capita GNP as oppacsed to growth rates, the improvement
from the 1980s to the 1990 s foundin Rodrik is confirmed. However, it isnat at all
evident that the 1990 s represent aworse scenario when compared to the 1970 s. Except
for Venezuela, growth in the remaining courtries during the 1990 s has been high enough
to compensate for high frequency movementsin GNP, ensuring aminimum level of GNP




per cgpitaover thedecale. That is, inseaurity has deaeased in Latin Americaacmrding
to this measure.

The author does not mention inflation as a source of El. It seems a dangerous omisson
for the Latin American case. It is hard to imagine worst eanamic inseaurity than that
suffered duing high inflation. And, d course, the most vulnerable aethose who do no
have accasto financial instruments or information. In the extreme case, hyperinflations
have been more devastating for the e@namic seaurity of the poar than any other
emnamic disaster in history.*

Summing up: we believe that providing a dea definition d what the aithor means by El
and measuring it more acarately are necessary stepsto be aleto ascertain its causes and
to be ale to give palicy recommendations.

2. CAUSES (AND IMPLICIT REMEDIES)
Rodrik identifies threemain causes of El in Latin America

(1) Debt Crisis and Policy Response

The author compares the trauma of the 1980sin Latin Americato the Grea Depresson
inthe U.S. He paintsout that, differently from the New Ded program in the U.S., which
helped to provide socia insurance and buld safety nets, the market oriented reforms that
followed the aisesin Latin Americahave wegened institutions of socia insurance,
leading to more EI.

(2) Maao Volatility

Rodrik argues that high maaoeconamic volatility, particularly driven by erratic capital
flows, has had a dispropartionate incidence onimmobil e fadors, contributing to higher
levels of EI among workers. Adding to this, he states that two key instruments guch as
fiscd pdlicy andthe exchange rate had to be @andored in arder to manage capital flows.
He agues that fixed exchange rate regimes (or more generally, exchange rate palicies not
targeted onred variables) limit the aoility to courter red shocks, and this has negative
consequences bath in the aggregate and in terms of insurance/distribution.

The main channel from (1) and (2) to El isthe labor market, through the dedine of job
seaurity (one measure of which isthe dedinein unonization).

(3) Wedknessof Institutions of Voice

! SeeWeyland (1996 and references there for evidence. “While income can be jeopardized in many ways,
runaway inflation isthe single biggest threa that can thrust large numbers of people suddenly in the
domain of losses...Numerous opinion palls confirm that common people ae wncerned primarily about
accéeratinginflation.” (pp. 190 “.. an often large mgority of citizens (up to 7®% percent in Peru)
reported a dedine in their economic well-being, spedally dueto inflation.” (pp. 192. Ahumada & al
(2000 find that the poarest quintil e pays twice & much inflation tax than the richest (threetimes as much
during hyperinflation.)



Asathird cause, the author blames the pdliticd systemsin Latin America which have
fail ed to crede viable medianisms of voice As manifestations of thisfailure, he
mentions the fragmented and unrepresentative nature of national legislatures, the
weeknessof pdliticd parties and the dedinein unionization.

3. THEIMPACT OF THE REFORMS
Rodrik’ s critique of the reformsimplemented in Latin Americais controversial. Figure

A shows the aggregate performance of the Argentine eonamy before and after the
reforms.

Fig. A: GDP Growth in Argentina 1981-1999
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It is undeniable that the scenario after the reformsis afar more dtradive one.

Unfortunately, some people ae naot enjoying al the fruits of the improved econamic
performance That is due to as poverty, unemployment and aher problemsin the labor
market, uncerdevel oped financial markets that do nd all ow consumption smoacthing,
inadequate provision d socia services, etc. All these problems cdl for spedad attention,
but we ae nat sure that grouping them under the name of El helps us understand their
roots or helps usin thinking about possble solutions.?

4. DETERMINANTS OF VOLATILITY

2 Furthermore, these issues have not necessarily followed a awmmon trend in al Latin American courtries
and they should probably be addressed in distinct ways in the diff erent countries.



Rodrik emphasizes the incidence of cgpital mohility as a sourceof volatility in LA. Even
though itsimportance cana be negleded, empiricd evidencedireds attention to ather
sources of volatility that have been as much ar even more harmful for thisregion.
Hausman and Gavin (1996 document the sources of volatility in Latin America(from
19701992, that they classfy as either padlicy-induced vaatility or external-shocks
volatility. Themain pant in their analysisis that even though bah sources of volatility
have been important, pdicy volatility (in particular, monetary palicy) has been
tremendously higher in LA when compared to ather courtries/groups of courtries.

5. EXCHANGE-RATE REGIMES

We have to confessthat at least one of the authors of these cmomments feds quite uneasy
entering the fray of the discusson abou exchange rate regimes, which at times resembles
chanting between fans of rival socce teans more than a avili zed acalemic exchange.
Having said that, we beli eve that the treament given to the issue in the paper is notably
one sided; an ill ustration d the point we made in the introduction that the paper often
ignores trade-off s, and that it forgets first moments (with their possble impad on seand
moments!) In this case we ae referring mainly to the aedibility effeds of aternative
exchange-rate regimes.®

Also, inthe model of sedion VIIl, it isnat clea how one would map the experiments
performed to red-world exchange-rate regimes. What the author cdlsflexible exchange
rates, looks more like afixed bu adjustable exchange-rate regime under full i nformation.

We ae somewhat surprised by some asumptions made in the paper andin alarge part of
the literature, which in apre —*“Lucas critique” way assumes many parameters to be
invariant aaosspalicy experiments. In particular, the implicit assumption that the degree
of nominal rigidity isinvariant to the pdlicy regime (andits credibility) is quite difficult

to swallow from atheoreticd point of view. Even the shocks themselves, as Calvo (1999
notes, can be afunction d the foreign exchange regime, its transparency and credibility.

3 For the mechanisms throughwhich fixed-exchange rate regimes provide more aedibility, seeCanavan
and Tommas (1997 and (1998, and Atkeson and Kehoe (2000.



An additional paint isthat exchange rate regimes $ioud be mnsidered in the context of a
wider discusson abou alternative international structures of maaoecnamic governance.
The “dreamn world” of one of these discussants would be aworld of one aurrency (of
course, fixed), no karriersto mohility of anything including labor, and sophisticaed fiscd
cooperation. A littl e doser to redity than such utopia, even in the non-cooperative
current world, courtries could achieve some of the magic in Rodrik’ s exchange rate
model by some @ntingent fiscd rules (which might also be feasible under the
informational and governance asumptions of sedion VIIl). The next sedion dscusses
some more redi stic improvements on fiscd institutions.

6. IMPROVING FISCAL INSTITUTIONS

A series of important recent papers have shown that, contrary to the recommendations of
most maaoecnanic theory, fiscd padlicy in Latin Americais procyclicd. (Seefor
instance Gavin et a 1996,Gavin and Perotti 1997, Talvi andVegh 2000) Furthermore,
thereis osmeindicaion that spending on primary educaion, redth care, water and
sanitation, and poverty-targeted programs are not proteded duing budget cutsin
recessons (Inter American Development Bank, 20M), and even that spending on some
social items may be more procyclicd than aggregate spending (Ravaill on, 2000).

There seansto be a onsensus that the dhannel that induces this “insane” fisca behavior
isthat creditworthinessdedines when bad shocks hit. The markets percave Latin
American courtries as more likely to default after a negative shock. Often, governments
are forced to further saaifices, signaling to appease the gods with even further fiscd
adjustments.*

If that isthe case, then this might be one aeawhere thereis potential for improvement in
baoth first and seaondmoments. We know of two channels to improve reputations: oneis
sustained good kehavior, the other isimproving ingtitutions. We recommend bdah. What
improving ingtitutions exadly means, will vary from case to case, depending on many
fadors such as which is the maaoeanamic stancein ather dimensions of paolicy. But,
for many courtries, there seems to be room for improvementsin budyet processes, tax
administration, federal tax-sharing agreements,” and —perhaps- some fiscd rules.

7.LABOR MARKETS: “JOB SECURITY”

Rodrik identifies the dedine of job seaurity as one of the main indicaors and channels of
increased El in Latin America Asthe author corredly paints out, it is hard to come up

* Thereis ®me evidencethat countries with worst inflation histories (a proxy for worst reputations) behave
even more procyclicdly (Braun 1998.

® This could be the aucial fador in the Argentine case, where the perverse incentives provide by the tax-
sharing regime induce procyclica spending by the provinces — with provincial spending constituting 2/3 of
consoli dated spending excluding pensions.



with dred evidenceonjob seaurity. But if we focus on the type of indicaors used in the
paper (things such asunion density, and popation o workers “proteded” by formal
written contrads to which labor protedion regulation applies), one might argue that “job
seaurity” increases El for the majority of the popuation. In the next sedionwe focuson
unions. Let usreview here some recent results which sean to suggest that standard
measures of job protediontendto be associated with worst labor market outcomes in
terms of bath first and second moments.

1. Hedkman and Pages (2000 find that job seaurity has deaeased employment and
increased inequality.

2. Caballero and Hammour (2000 argue that job protedion leals, in thelong run, to
substitution d labor by cgpital, reducing wages and increasing unemployment.

3. Di Tela axd McCulloch (1999 find that lessflexible labor markets lead to lower
employment, lower participation, Hgher and more persistent unemployment, and to
joblessremveries.

8. UNIONS

Thereisan undercurrent in the paper that seamsto be saying that unions are ahelpful
ingtitution to reduce EI. We do nd have the time, the space or even the knowledge to
provide afull discusson d trade unions, in theory andin worldwide pradice We will
restraint ourselves to afew paoints, some of which might be general, whil e others are
spedfic to the ad¢ua workings of unionsin some Latin American courtries. The general
goal of the paints below isto argue that (adual) unions have, at best, dulkious effeds on
emnamic seaurity.

1. Thereisevidencethat suggests that unions reduce employment. Seefor instance
Allen et al (2000 for the cae of Uruguay.

2. Some badk of the envelope cdculations (which shoud be carried more properly)
indicae that, under some aumptions in the production function,adropin
unionization might deaease income volatilit y for most citi zens.®

3. JohnPencavdl, in the very same aticle that Rodrik refersto, argues that “labor unions
congtitute apresaure group ongovernment that, by imposing impediments on market

® The exercise asumes wages and employment of unionized workersto be fixed, and varies the fradion
(lessthan ¥2) of unionized workersin the population. Under some aonditi ons, the exerciseis $milar to the
onein Sedion VI of Rodrik’s paper, with urionized workers shielded against shocks and the rest of
workers suffering a magnified impad.



processes, tends to increase the incomes of unionized workers at the expense,
primarily, of nonurion workers, consumers, and future generations’ (1997, p. 4§

4. To Pencavel’s pant one might add, with a particular eye to the workings of some
Latin American pditi es, that unions as adorsin larger padliti cd games (in what
Spill er and Tommasi 2000cdl political general equilibrium) oftentimes produce
negative externaliti es oninstitutions beyondthe labor market. In the Argentine case,
we would include: the federal fiscd system (Saiegh and Tommasi 1998, the social
seaurity system (Brooks, 1999, the educaion sedor (Savedoff, 1997, and the hedth
sedor (Montoya 2000. In the last three caes, union garticipationin Congressonal
palicy making seansto have tilted the balancein favor of increasing trade union
power, and against better provision d services crucial to econamic seaurity.

9. POLITICSAND INSTITUTIONS

The paper argues that the wegknesses of institutions of voice (unions, parties,
legidlatures) are anong the causes of El in Latin America We will not deny the
importanceof “voice” Letsusjust state that it is clea that neither us, nar the author,
have a dea grasp on hav exadly “voice” works and hav exadly it matters.

But institutions are important not only for reasons of voice, bu also becaise they are the
rules of the game that structure outcomes. In ou opinion, thefirst order effed of
institutionsis on oucomes. One of the weaknesses of the paper isthat it does nat pay
sufficient attention to isaues of palitica econamy, spedally institutional padliti ca
eoonamy.

Thefirst eight sedions of the paper do nd include pdliticd econamy considerations -
quite surprising gven that the aithor is one of the best known pditi cd econamists of
development. When the paper comes to isaues of padliticd econamy and institutions, it
does o with an owerly light touch.

We beli eve that a much more micro-analyticd approac to the institutional determinants
of pubic pdicy is badly needed, na only in this paper, bu also more generally.?
Furthermore, even though we would na disagreewith the view that some form of union
representation might be ahedthy comporent of a democratic pality, we wonder whether
Rodrik believesthat the adua unionsin Latin American courtries, “aging dinosaurs
struggdling to adapt as the dimate danges’ (Wall erstein and Western, 1999, will evolve
into becoming sufficiently resporsive to the needs of workers as agroup.

"We might add that, given the charaderistics of unionized and non-unionized workersin Latin America,
the groups negatively affeded by unions might include the dderly, the young women, rural workers and,
more generally, the poar.

8 gpill er and Tommasi (2000 suggest a possble framework for that endeavor.



Furthermore, the paper fall sinto rather unjustified broad generali zations abou the
workings of Latin American pdities. The phrasing of the last part of sedion IX might
leave the impresgonto the uninformed reader that, for instance, Argentina and Venezuela
arein abou the same trgjedory in the evolution d their democrades. Nothing can be
further from the truth. Hoping that we ae nat falli ng in the same mistake by dismissng
the aurrent state of Venezuelan pditi cs with the stroke of akeyboard, let us provide an
extremely summary (and rough) picture of recent yeasin the Argentine padlity.

As experts on Latin American pditi cs have dealy stated (Dominguez 1998,Jones 2000,
Levitsky 2000 democracy in Argentinais alive and well. Argentinaremvered
democratic pradicesin 1983 underwent a profound pocessof market-oriented reforms
inthe 90's, bulding uponabusinesspoar coditi on; andit is, since Decanber of 1999,
governed by a center-left coaliti on with substantial apped in the midde dasss. The
current paliti ca leaders and pdicymakers of Argentina ae well aware of the type of
issues emphasized in Rodrik’s paper, at the same time that (we hope!) they are dso aware
of the sts of maaoewmnamic (and microeconamic) mismanagement. It isnot clea
what additional message auld this paper convey, which is not being processed arealy in
the Argentine padlity.

This takes usto anather point that isnat clea in the paper. At times we get the
impresson that the author istalking to an audiencewhich isnot aware of the problems --
perhaps the “Washington Consensus’ straw man. Other timesit seans that the author
believes that these wurtries’ padlities have dhosen a particular paint in the posshility
frontier between “econamic seaurity” and aher padlicy objedives, and that somehow they
shoud move towards more seaurity, saaificing some other objedives.

If these wourtries are on ore point along the frontier, there is nothing that we as analysts
could (or shoud) tell them. We believe, thouwgh, that they might be in the inside of that
posshility frontier. In the cnclusionwe suggest a cupe of “win-win” strategies, bah
of which bdl down to matters of institutional reform.

10. CONCLUSION

Latin American countries facemany difficult problems, some of which are mmmonto
most of the curtries, and ahers which affea with spedal virulence only some of them.
These problems include unemployment, poverty, inequaliti es, imperfedionsin capita
and insurance markets, malfunctioning educaion and hedth sedors, etc. More broadly,
most of them lack some fundamental State cgadties.

These problems neel to be addressed, but we remain urconvinced that the nation o El,
as put forward in this paper, adds much to ou understanding of the problems or to ou
seach for possble solutions. At this point, we do nd findthe nation d “El” asa
particularly useful organizing concept.



Dani Rodrik seans particularly concerned abou the “feelings’ of the midde dasses, and
abou what those fedings might imply for the sustainabilit y of market-oriented reforms.
That isindeed aformidable intelledual and pditi cd iswue to which we need to pay more
attention. AsDani putsit, we do nd have awy satisfadory answers; we would add that
perhaps we ae naot even asking the right questions.

Reagnizing the very limited state of our current knowledge, et us venture some
tentative remarks. A few yeas ago, many of uswere invalved in trying to figure out the
determinants of paliciesin developing countries, particularly puzzied by the wave of
market-oriented reforms. That literature, which had Dani Rodrik as one of itsintellecual
leaders, did make some progress® But many important questions remain urenswered.
Westill do nd have agood unarstanding of the formation d agendas at the dite level,
or onthe formation d massopinion. Indeed the latter isan underdeveloped field evenin
the center stage of the social sciences.*®

Foll owing the influential work of JohnZaller (1992, we might conjedure that the way
the genera pulic transforms its own sense of well-being into pditi cd opinions and
framing of viable options, is drongly influenced by pdliti cd leadership and by the
statements of expert communities. Indeed, that was one of the mnjedures regarding the
(forward) processof market-oriented reforms. The posshility of a badclash could
probably be wuched in the samelogic. Whether the uneasinessof the middle dasses
transforms itself in mistaken attempts to undosome of the adievements of the last few
yeas, or in more intelli gent attempts at correding many fail ures withou threaening the
core of the reforms, will depend largely onthe way the options are framed by pdliticd
leaders, andin turn onthe way these options are framed to pditi cd | eaders by expert
palicy communiti es.

Sincewe ae dl part of the last step, we shoud be particularly careful. In our opinion,
the esential message shoud be:

A) Maaoemnamicdly resporsible maaoemnamicsis socialy resporsible
maaoemnamics. Astheisaie of procyclicd fiscd behavior indicaes, efforts to
continue improving reputations for fiscd solvency, aswell as eff orts to improve the
pdliticd and econamic institutions affeding fiscd outcomes, will provide apayoff not
only in terms of improving first moments, but aso might enable Latin Americen
governments to implement the palicies necessary to morigerate the social costs of
eoonanic fluctuations.

® Some of that progress(at least from eaonomics) is reported in Rodrik (1996, Tommesi and Velasco
(1996, and Tommasi and Sturzenegger (1998. For arecent resssessment with more enphasis on therole
of paliti cd institutions, seeBambad et a (1999.

10 SeeGraham and Pettinato (1999 for some recent progressin using objedive and subjedive information
to try to understand peopl€’ s attitude towards economic palicies.
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Thisindicaes that resporsible maaoecmnamicsisa complement, na a substitute for
concerns abou El and abou the social effeds of maaoewnamic volatility, contrary to
what some airrent literature (Rodrik and also Lustig in thisissue) seems to suggest.

B) If we had to chocse one entry point to the problems of Latin America, we would nd
choose “El.” Thereisaways “too much” of something bad in Latin America that
“something” keeps changing over time or acossdiagnostics. ladk of democracgy,
inflation, income inequality, econamic inseaurity. In ou opinion,the strategy shoud be
to try to identify the reasons why Latin American courtries by and large do nd seam
cgpable of providing effedive fiscd, social, monetary, regulatory and many other
pdlicies. Thispaintsto some form of institutional weegkness what authors like Evans
(1995 and Rodrik (1997 cdl ladk of State cgadty. In several recent papers, Rodrik
emphasizes the (even econamic) virtues of participatory policies.* We ayreewith that,
but we believe that amore “nuts and bdts’ approad is neaded to understand the varieties
of institutional malfunctioningsin Latin America'? Each courtry neadsto diagnose
what type of institutional reform (if any) could improve the governance of maao, micro
and social pdlicies. Only if such reforms are implemented, will the concernsin Rodrik’s
paper be aldressed in the padliti co-econamic equili brium of ead courtry.

References

Acufig, Carlosand M. Tommasi (1999. “Some Refledions on the Institutional Reforms Required for Latin
America” Working Paper 20, Centro de Estudios para € Desarroll o Ingtitucional & Working Paper Y ale
University Center for International and AreaStudies.

Ahumada, H.; Canavese, A.; Sanguinetti, P.; Sosa Escudero, W.; (1993) “Efedos Distributivos del
impuesto infladonario: una estimadon para @ caso argentino.” Economia Mexicana, vol.ll, Nro. 2, pp.
32983

Ahumada, Hildegart, Alfredo Canavese and Facaundo Gonzdez Alvaredo (2000 “Un andlisis comparativo
del impado distributivo del impuesto infladonario y de unimpuesto sobre d consumo” Mimeo, Instituto
Di Tella.

Allen, S, A. Casoni and G. Labadie (2000 “Unions and Employment in Uruguay” Research Network
Working Paper R-392 Inter-American Development Bank.

Atkeson, Andrew and Patrick Kehoe (2000 “Exchange-Rate Based versus Money-Based Policy: The
Advantage of Transparency.” Mimeo, Federal Reserve Bank of Minnegalis, May.

Bambad, J., T. Saront and M. Tommasi (1999 “The Politicd Economy of Reformsin Argentina.” Mimeo,
Center of Studies for Institutional Devel opment, Buenos Aires.

! seefor instance Rodrik (2000).

12 AsNaim (1999 putsit, “ingtitutional weaknessis not one spedfic ill ness but, like cancer, includes a
variety of maladies, ead requiring different treament.” On the need to stop searching for the institutional
Holy Grail, see &so Acufia and Tommasi (1999. Spill er and Tommasi (2000 develop an analyticd
framework that emphasizes the cgadties of pdliticd adorsto enforceintertemporal exchanges, and
provide aspedfic diagnostic for the Argentine case.

11



Braun, Miguel (1998 “Why is Fiscd Policy in Latin AmericaProcyclicd? Mimeo, Harvard, May.

Brooks, Sarah (1999 “Politicd Dynamics of Pension Reform in Argentina” Mimeo, Department of
Politi cd Science, Duke University, September.

Caballero, Ricardo (1999. “ Structural Volatility in Argentina: A Policy Report”. Mimeo, MIT.
Caballero, Ricardo (2000 “Structural Volatility in Modern Latin America” thisisae.

Caball ero, Ricardo and Mohamad Hammour (2000 “Institutions, Restructuring and Maaoeamnomic
Performance” Mimeo, MIT.

Calvo, Guill ermo (1999 “Fixed versus Flexible Exchange Rates. Preliminaries of a Turn-of Milennium
Rematch” Mimeo, University of Maryland.

Canavan, Chris and Mariano Tommasi (1997) “On the aedibility of alternative exchange rate regimes,”
Journal of Development Economics (54)1, pp. 101-122

Canavan, Chrisand Mariano Tommasi (1998 “Visihility and Credibility: On nominal anchors and ather
waysto send clea signals.” Mimeo, Universidad de San Andrés.

Di Tella, Rafad and Robert McCulloch (1999 “The Conseguences of Labor Market Flexibility: Panel
Evidence Based on Survey Data” Mimeo, Harvard BusinessSchoal, April.

Dominguez, Jorge (1998) “FreePoliti cs and FreeMarkets in Latin America” Journal of Democracy,
October, 9(1), 70-84.

Freeman, Richard (2000 “Single Peked vs. Diversifies Capitalism: The Relation between Economic
Intitutions and Outcomes’” NBER Working Paper 7556 February.

Gavin, M., R. Hausmann, R. Perotti and E. Talvi (1996 “Managing Fiscd Policy in Latin America and the
Caribbean: Volatility, Procyclicdity, and Limited Creditworthiness’ Inter-American Development Bank,
Office of the Chief Economist, Working Paper 326. March.

Gavin, Michad and Roberto Perotti (1997 “Fiscd Policy in Latin America” NBER Maaoemnomics
Annuwal, pp. 11-61. Cambridge, MA: MIT press

Graham, Carol and Stefano Pettinato (1999 “Assessng Hardship and Happiness Trendsin Mohility and
Expedations in the New Market Economies’ Brookings Institutions, Center on Social and Economic
Dynamics Working Paper 7, October.

Hausmann, Ricardo and Michad Gavin (1996 “ Seauring Stability and Growth in a Shock Prone Region:
The Policy Challenge for Latin America”. Inter-American Development Bank, Working Paper 315

Hedkman and Pages (2000 “The Cost of Regulation: Evidencefrom Latin American Labor Markets’ in
thisisae.

Inter American Development Bank (2000 Social Protedion for Equity and Growth. Johns Hopkins
University Press

Jones, Mark P.(2000. "Paliti cd Ingtitutions and Public Policy in Argentina: An Overview of the
Formation and Exeaution of the National Budget," in Stephan Haggard and Mathew D. McCubhins, eds.,
Presidents, Parliaments and Policy. New Y ork: Cambridge University Press

12



Levitsky, Steven (2000 “The ‘Normalization’ of Argentine Politics’ Journal of Democracy, Volume 11,
Number 2, April.

Lustig, Nora Claudia (2000 “Crises and the Poor: Socially Responsible Macoemnomics’ thisisae.

Montoya, Silvia (2000 “The Politicd Economy of Institutional Reform: Hedth Sedor Reformin
Argentina.” Paper submitted to the Politicd Economy Group of LACEA, April.

Naim, Moises (1999 “Fads and Fashion in Economic Reforms. Washington Consensus or Washington
Confusion?’

Pencavel, John (1997 “The Lega Framework for Coll edive Bargaining in Developing Economies’ in S.
Edwards and N. Lustig, eds., Labor Marketsin Latin America combining social protedion with market
flexibility. Washington: Brookings Institutions Press

Ravaill on, Martin (2000 “Are the Poor Proteded from Budget Cuts? Theory and Evidencefor Argentina.”
World Bank and Université des Sciences Sociales, Toulouse, March.

Rodrik, Dani (1996 “Understanding Economic Policy Reform” Journal of Economic Literature 34, March:
9-41.

Rodrik, Dani (1997 “Alfred Marshall Ledure: The ‘paradoxes of the successul state” European
Economic Review 41: 411-442

Rodrik, Dani (2000 “Where has All the Growth Gone? External Shocks, Social Conflict, and Growth
Collapses.” Journal of Economic Growth.

Saiegh, S. and M. Tommasi (1998 “Federal Fiscd Ingtitutions in Argentina. A Case Study in the
Transadion Cost Theory of Politics’, Working Paper N° 11, CEDI. Buenos Aires.

Savedoff, William (1997 “Socia Services Viewed ThroughNew Lenses. Agency Problemsin Educaion
and Hedth in Latin America” Inter-American Development Bank Reseach Network Working Paper R-
318 Decamber.

Spill er, Pablo and Mariano Tommasi (2000 “The Institutional Foundations of Public Policy: A
Transadion Theory and an Applicaion to Argentina.” Mimeo, Harvard.

Talvi, Ernesto and Carlos Vegh (2000 “Tax Base Variability and Procyclicd Fiscd Policy” NBER
Working Paper 7499 January.

Tommasi, Mariano and Andrés Velasco (1996 “Where Are We in the Politi cd Economy of Reform?”
Journal of Policy Reform 1: 187-238.

Tommasi, Mariano and Federico Sturzenegger (1998 The Politi ca Economy of Economic Reforms.
Cambridge: MIT Press

Wallerstein, Michad and Bruce Western (1999 “Unionsin Dedine: What has Changed and Why?’
Mimeo, Department of Politicad Science, Northwestern University, Decamber (forthcoming, Annuel
Review of Politicd Science).

Weyland, Kurt (1996 “Risk Takingin Latin American Economic Restructuring: Lessons from Prosped
Theory,” International Studies Quarterly 40, 185208

Zadller, John (1992 The Nature and Origins of MassOpinion. Cambridge University Press

13



