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I. INTRODUCTION

Latin America is well known for its high macroeconomic volatility and low growth
performance relative to other regions. Less well known are the linkages among different
kinds of volatility—for instance, the volatility of macroeconomic policies and
macroeconomic outcomes—and their effects on long-term growth. This paper aims to further
our understanding of volatility and growth in Latin America by comparing the pattern of
volatility across episodes of high and low growth since 1970. Of particular interest is the role
of policy volatility in accounting for the region’s growth performance.

To lay out the stylized facts, the paper takes an episodic approach across 17 Latin American
countries. Non-overlapping 10-year periods or episodes of the highest and lowest growth are
identified for each country during 1970-2004. These periods are not necessarily the standard
decadal panels such as the 1970s or the 1990s and may vary across countries. The variables
of interest are compared between these two growth episodes for each country, and common
lessons are drawn across the countries.

As a data description tool, this approach complements the standard cross-country growth
regression exercises and country case studies, and has some useful advantages. First, it
avoids the need to define arbitrary time periods for computing averages and volatilities.
There is nothing unique about using the standard decadal panels. The approach allows the
data to define the periods of best and worst growth performance. Second, it highlights and
utilizes the within-country variation in growth performance to identify potentially important
explanators for growth for each country. These explanators can then be used to better
understand the determinants of growth across countries, including through cross-country
regressions.” But highlighting the within-country variation also helps to address one critique
of cross-country regressions commonly heard from policy makers, “My country is different,”
by focusing on factors driving growth within each individual country.’ Additionally, the
approach identifies outliers in the data. Accounting for growth in these outlier countries
could make for useful case studies, and policy recommendations may need to be tailored
appropriately.

A second aspect in which the paper differs from previous studies is that it attempts to clearly
distinguish among macroeconomic outcomes, policies, and shocks in documenting
macroeconomic volatility in Latin America. Surprisingly, and somewhat frustratingly, the
term “macroeconomic volatility” has been used rather loosely in the literature. It has been
applied to characterize output growth volatility, as well as volatility of other macroeconomic
outcomes, policies, and shocks. From the perspective of a policymaker, it is critical to

? The episodic approach focuses on bivariate relationships. Cross-country growth regressions test for
robustness.

? Srinivasan and Bhagwati (2001) caution against using cross-country growth regressions to find answers for a
particular country, in part because the “average” answers do not directly help a specific country to determine
what its policies should be.



distinguish among factors or variables that are under or outside of his or her control. For
example, if Latin America is more volatile than other regions because it experiences more
shocks, then the low growth performance can be attributed more to shocks than to bad policy
making, although the effects of the shocks would still need to be smoothed by developing a
reactive policy framework. On the other hand, if output volatility and low growth are
generally caused by variable or inconsistent policies, independent of shocks, a more
proactive (and appropriate) policy framework is needed.

In characterizing policy volatility, macroeconomic policy volatility is distinguished from
structural policy volatility. The former refers to variability in fiscal and monetary policies,
while the latter refers to changes in policies such as product market regulations, trade taxes,
regulatory trade barriers, and credit and labor market regulations. Structural reforms and
reversals can have independent effects on growth, that is, both the degree of market
orientation (the “level” of structural reforms) and the number and intensity of reform
reversals can have separate and distinct effects on growth. To analyze the roles of structural
reforms and of structural reform volatility, a new index of structural reforms is developed for
the Latin American countries from 1970-2004 by combining measures developed by other
authors. To our knowledge, such an exercise over an extended time period has not been
conducted before—in part, because of lack of measures of structural reforms over long
periods of time.

Policymakers in developing and emerging market economies often face financing and other
constraints that may limit their policy options. These constraints, which include financial
constraints such as lack of access to international capital markets and trade openness and
restrictions, could amplify the volatility of macroeconomic outcomes and reduce growth,
independent of policies and shocks. This paper examines a broader set of shocks and
constraints than has been attempted previously. Within a single framework, the impact of
policy volatility (both macroeconomic and structural) on economic growth is analyzed,
controlling for shocks, constraints, and political and social characteristics, which directly or
indirectly affect macroeconomic outcomes and policies.

The paper finds, as expected, that volatility of outcomes and policies is higher in episodes of
low growth compared to episodes of high growth. Surprisingly though, both the level and
volatility of shocks are similar across episodes, with the strong exception of U.S. interest
rates. Extreme events—currency crises, banking crises, and debt defaults—are more
frequently associated with low growth episodes, but are nonetheless quite common during
other episodes as well. Output generally falls during such events, especially simultaneous
crises involving a currency crisis. The volatility of discretionary fiscal policy is associated
with lower growth, and although there is strong evidence of fiscal policy procyclicality
across the region, there is no significant difference between procyclicality in high-growth
episodes compared with low-growth episodes. Low levels of market-oriented reforms are
also associated with lower growth, as are structural reform reversals. Indeed, there have been
several instances of reform reversals in virtually all countries in the region, notwithstanding
the progress made since 1970.



The rest of the paper is organized as follows: Section II outlines the methodology of the
episodic approach. Sections III-VII document, respectively, the volatility of macroeconomic
outcomes, shocks, macroeconomic policy volatility, structural reforms and their reversals,
and constraints faced by policymakers during the high and low growth periods. The different
factors associated with the growth performance are brought together in Sections VIII and IX.
The final section offers some concluding remarks. An appendix lists the data sources.

II. THE BUILDING BLOCKS

The robust negative cross-sectional relationship between volatility and growth was
established in a seminal paper by Ramey and Ramey (1995) (Figure 1). Prior to their paper,
growth and business-cycle volatility were presumed to be unrelated (see, for example,

Lucas 1987). Ramey and Ramey’s result is of special importance for Latin America if indeed
the region were volatile.

Figure 1. Real GDP Growth and Volatility, 1970-2004
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In a comprehensive study conducted at the Inter-American Development Bank, Hausmann
and Gavin (1996) documented the extent of macroeconomic volatility in Latin America, and
found that Latin America has been more volatile than any other region in the world, with the
exception of Africa and the Middle East. This finding remains true even when more recent
years are included. During 1970-2004, the volatility of growth (measured by the standard
deviation of real GDP per capita growth) was higher in Latin America than in industrial
countries and emerging Asian countries but lower than in the Middle East and Africa
(Figure 2).



Figure 2. Regional GDP Growth and Volatility, 1970-2004
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Within Latin America, the cross-sectional evidence confirms a significant and negative
relationship between volatility and growth, even in a small sample of 17 countries (Figure 3).
Strikingly, and as is well documented, average per capita growth in each of the countries in
the region over the past 35 years has been low—ranging from -2 percent per annum in
Nicaragua and -1 percent per annum in Venezuela to an increase of about 2% percent per
annum in Chile. Volatility of growth has been the highest in Nicaragua and lowest in
Colombia.

Figure 3. Latin America: Real GDP Growth and Volatility, 1970-2004
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Several cross-sectional studies on growth have included some measures of macroeconomic
volatility to study their impact on growth. However, there is little consensus yet on the
channels through which different types of macroeconomic volatility affect growth. There is a
need, in particular, to understand better whether this volatility is induced by policies, shocks,
or underlying structures of the economies, and how it affects growth.

Figure 4 provides a schematic representation of the channels through which growth may be
affected by the volatility of macroeconomic outcomes, shocks, policies, constraints, and
socio-political institutions. Broken arrows indicate the direction of causation. Two-way
arrows imply that causation could go both ways. Thus, for example, exogenous shocks affect
policies and outcomes, but not vice versa. On the other hand, financing constraints and
trading restrictions can affect the choices that policymakers may face, and at the same time
policies could influence these constraints and restrictions. While it would be highly
ambitious and beyond the scope of this paper to explore all possible relationships, an attempt
is made to investigate the relationships of particular interest from a policy perspective.

Figure 4. Channels through which Policy Volatility Affects Growth:
A Schematic Representation
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A. Methodology: An Episodic Approach

There are several ways of identifying the high and low growth periods in each country. One
approach is to examine performance during each decade (for example, the 1970s, 1980s,
1990s, and so on). This is overwhelmingly the approach followed in panel long-term growth
studies. The disadvantage is that it cuts the data at arbitrary points in time—at the start and
end of each decade. It may well be the case, for example, that the high or low growth periods



start in the middle of a decade, which would not be captured by using arbitrary cut-off points
in time.

A second approach is to define the ranges for “high” and “low” growth. For example, a high
growth period can be defined as one where growth per annum is more than x percent for at
least y number of years, and similarly for low growth periods. Several papers try to identify
and explain either growth accelerations or decelerations. Ben-David and Papell (1998),
Rodrik (1999) and Hausmann et al. (2004) focus on growth accelerations, Jones and Olken
(2005) look at growth decelerations, and Berg et al. (2006) study the duration of growth
spells following an acceleration.

Accelerations and decelerations in previous work are identified using either structural break
analysis or arbitrary growth thresholds, or a combination of the two. The problem of the first
analysis is that high volatility in developing countries makes it difficult to identify structural
breaks. The problem with the second is the converse: one cannot be sure whether growth
increases (even persistent ones) that are not identified as structural breaks are random or not.
In addition, all of these analyses, by definition, only focus on explaining either the onset or
the length of high growth episodes, and hence ignore other aspects of the growth
phenomenon that might be relevant to a country’s long-run growth performance. For
example, if the levels of per capita income and economic development differ significantly
across countries, then imposing the same cut off point for all countries may not make sense.
Studies have shown that countries with lower per capita incomes tend to grow faster than
those with higher per capita incomes (absolute convergence theory). Finally, more relevant
for this study, if the high or low growth episodes last for very short periods of time, then it is
computationally hard to measure volatility during those periods (at least a few years of data
are needed)—a key variable of interest in this paper.

The episodic approach used in this paper attempts to address some of the shortcomings of the
above approaches by taking a sufficiently long period of time so that volatility can be
measured sensibly and by allowing the data to define the start and end of the high and low
growth periods. Specifically, 10-year moving averages of GDP per capita growth are
computed, and the 10 consecutive best and worst years identified for each country during the
35-year period (1970-2004). In other words,

High growth period in country i = decade corresponding to max (gi,),
where ¢ is a 10-year interval corresponding to 1970-79, 1971-80, ..., 1995-2004,
and g is the average annual per capita GDP growth rate in that 10-year interval, and

Low growth period in country i = decade corresponding to min (gi),
where g and ¢ are defined as above.

Non-overlapping 10-year periods of low and high growth are found for 14 of the 17 Latin
American countries. The exceptions are Costa Rica, Uruguay, and Venezuela. For these
countries, the lowest and highest decades are picked such that the distance between the
lowest (highest) and next lowest (next highest) were the smallest in terms of average per
capita growth rate during the decade and such that the periods were non-overlapping. These
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periods of high and low growth are unique for each country, and form the basis of the
subsequent analysis.

III. LEVEL AND VOLATILITY OF MACROECONOMIC OUTCOMES

A. Output Growth

Several interesting facts emerge from defining the high and low growth periods according to
this approach (Table 1 documents the level and volatility of output growth). The high and
low growth periods do not generally coincide across the countries. Rather, the starting and
ending periods for the episodes differ, particularly with regard to the highest growth decade.
The 1990s were not the best years, unlike as is sometimes believed. The 1970s remain the
best years for about half the countries, while for the others there is no systematic pattern: for
six countries, the 1990s were the best; for two, they started in the mid 1980s; and for one, the
starting point was the mid 1990s. The best three performers in their respective best decades
were Chile (1988-97: 6.1 percent per annum); Paraguay (1972—1981: 5.9 percent per
annum); and Brazil (1971-80: 5.8 percent per annum). But even during their respective best
decades, growth in the Latin American countries remained below the blistering pace set by
the emerging Asian economies.

During their worst decade, all countries recorded near zero or negative growth rates.

The 1980s were, as anticipated, the worst or “lost decade” for most but not all countries, the
exceptions being Chile, Colombia, Paraguay, Uruguay, and Venezuela. The worst performers
during their respective worst decade were Nicaragua (1979—88:—6.7 percent per annum),

El Salvador (1979-88) and Peru (1982-91).

In most countries, the volatility of growth was substantially higher during the low growth
period. This is most evident in Nicaragua and Chile, but in Argentina and Venezuela, on the
other hand, volatility was fairly high and similar in both the high and low growth periods. As
a region, volatility was more than twice as high during the worst decade, as compared to the
best decade. The negative relationship between volatility and growth in nearly every Latin
American country bears out in the time series the cross country evidence found in previous
studies.

B. Inflation, Devaluation, and Fiscal Balance

Latin American countries have also experienced substantial volatility in other
macroeconomic outcomes, such as inflation, exchange rates and fiscal balances. The growth
literature since Fischer (1993) has treated these variables as “explanatory” variables or
proxies for policies, but conventional wisdom would argue that they are endogenous and
should fall into the category of “outcomes”.

Table 2 documents the level and volatility of inflation, devaluation of exchange rates, and the
fiscal balance during the best and the worst decades. Average inflation, devaluation, and
fiscal imbalance (as a percent of GDP) were two to four times higher during the low growth
period compared with the high growth period. While devaluations may move the economy to
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equilibrium to ensure competitiveness and hence be associated with expansions (Edwards,
1986), large devaluations may reflect disorderly adjustments to macroeconomic imbalances,
namely crises that result in output drops (see below). Table 2 indicates that relatively small
devaluations were associated with higher output growth, but larger devaluations were
associated with output drops.

The relationship between the fiscal balance and growth is not clear cut. If fiscal balances
worsen to stimulate output to prevent a recession, output can be expected to increase. But if
the worsening reflects unsustainable policies—a plausible interpretation given the 10-year
periods under consideration (presumably longer than business cycle responses)—it can
negatively affect output. The latter view has often been dubbed the “credibility factor” or the
“expansionary effect of fiscal contraction” (see Giavazzi and Pagano, 1990). Table 2
suggests the dominance of the credibility factor since high growth periods are associated with
low fiscal imbalances. In every country except Ecuador, fiscal imbalances were higher during
the low growth period.*

The volatilities of inflation, devaluation, and fiscal balance were, on average, higher during
the low growth period, but by a larger magnitude (three times) for inflation and devaluation.
The exceptions are few, but even in those cases the volatilities across high and low growth
periods do not differ much. There are significant differences among countries, however, with
respect to inflation and devaluation volatility during the low growth period. Colombia,
Panama, and Paraguay have relatively low volatility of monetary outcomes, while Argentina,
Bolivia, Brazil, Nicaragua, and Peru experienced the highest volatility.

In sum, there is a high co-movement in the volatility of all macroeconomic outcomes, and
this volatility is much higher during the low growth period compared to the high growth
period in virtually all countries. However, some countries did experience low volatility in
both high and low growth periods.

C. Extreme Events—Currency Crises, Banking Crises, and Sovereign Debt Defaults

Large devaluations coincident with low growth in Table 2 could reflect extreme events such
as currency crises. Gupta, Mishra, and Sahay (2003) found that about 60 percent of the
currency crises in a sample of nearly 200 crisis events around the world from 1970 to 2000
were contractionary. To understand better the contractions during low growth episodes in
Latin America, Table 3 documents the extent of macroeconomic crises—sovereign debt
defaults, currency crises or banking crises.” Concurrent crises would in particular be expected
to affect output considerably.

* Gupta, Clements, Baldacci, and Mulas-Granados (2004) find a significant positive relationship between fiscal
adjustment and per capita growth. A reduction of one percentage point in the fiscal deficit to GDP ratio leads to
an increase in per capita income growth of 2 percentage point in the short and long run.

> The data source for currency and banking crises from 19701999 is Gupta, Mishra, and Sahay (2003) and for
sovereign debt defaults from 1975-2002 is Chuhan and Sturzenegger (2005). For 2000-2004, the sources are
IMF economists working on these countries. A dummy variable takes a value of 1 if there is a crisis in a given

(continued...)
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The most remarkable, though not entirely unexpected, observation is the sheer number of
crises in Latin America. There were a total of 312 crisis observations (combining all three
types of crises) during the 1970-2004 period, of which 223 occurred during high and low
growth episodes. In other words, nearly 9 crisis observations were recorded on average each
year in Latin America. Or, there were about 6 crisis observations per country per decade
since 1970.

The number of currency crises and years of sovereign debt default are at least twice as high
during low growth episodes, but there is little difference between the numbers of banking
crises in the two sub-periods. There were 6 currency crises, 15 banking crises, and 50 debt
default observations in the high growth years as compared to 34 currency crises, 14 banking
crises, and 104 debt default observations in the low growth years. It may seem surprising that
there were several crisis observations during the high growth period. However, the negative
effect on output may not have been too high or long lasting if the severity of the crisis was
small, if there were no concurrent crises, or if the policy response was quick and appropriate.
One can reasonably expect the negative impact to be highest in the first year of a crisis
compared with the subsequent years. Hence, it is not altogether surprising that crisis
observations were recorded during the high growth period.

Every country in Latin America experienced a crisis of one kind or another. But Colombia
did not experience a sovereign debt default and Panama did not experience a currency crisis
(which is not surprising given dollarization). Argentina has experienced the maximum
number of crises—almost one each year (there were 29 crises over the 35 year period). At the
other extreme, Colombia experienced the least number of crises during the entire sample
period (6). Most countries had substantially more crises during the low growth years, except
Colombia, Uruguay, and Venezuela.

One reason for the association between crises and low long-term growth could be the
concurrence of crises. Table 4 documents concurrent crises. The most common occurrence of
simultaneous crises during 1970-2004 was currency crises and debt defaults covering

13 countries at various points in time (a total of 26 crisis-years). At the other extreme,
concurrent banking and currency crises occurred in only two countries—Argentina and
Uruguay.® Banking crises and debt default together occurred in 10 countries. All three crises
occurred simultaneously in only four countries.

The impact of concurrent crises on output may be measured by the cumulative effect on
output one year before, during, and after the year of the crisis. Not surprisingly, the largest
declines occurred when all three crises occurred simultaneously (average of nearly 9 percent

year for a particular country, and 0 otherwise. In the case of sovereign debt defaults, it records not only the year
in which the government defaulted but also the subsequent years in which they remained in default.

6 Uruguay is much smaller than Argentina and has close financial sector linkages with Argentina. Hence, crises
in Argentina have perceptible effects on Uruguay.
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fall in output). Output also fell significantly when a banking crisis or a debt default occurred
at the same time as a currency crisis. Surprisingly though, a debt default combined with a
banking crisis may have led to a growth deceleration but not to a fall in output.

In sum, extreme events appear to have been common in Latin America, occurring in both
high and low growth periods, but twice as often in the latter. There is a wide variation in the
experience across the countries, with Argentina recording the highest and Colombia the
lowest number of crises. Debt defaults are the most common type of crisis, followed by
currency crises and banking crises. One type of crisis by itself may not lead to a fall in
output, but usually does so when combined with other types of crises.

IV. MAGNITUDE AND VOLATILITY OF SHOCKS

Latin America is known to be subject to frequent shocks, and the frequency and intensity of
exogenous shocks—whether positive or negative—could be one reason for the large
volatility of macroeconomic outcomes. Shocks could affect output directly or complicate
policy making which in turn could affect output. Tables 5 and 6 document global and
country-specific shocks that hit the countries in their respective high and low growth periods.

Two types of global shocks are considered—the growth rate of G-7 industrial countries and
U.S. real interest rates. The former affects exports (a substantial part of the exports over this
period were to industrial countries), while the latter affects the cost and ability to borrow
abroad. Oil prices also constitute a global shock, but are captured in the country-specific
terms of trade shocks.

The level and volatility of G-7 growth do not differ much between the high and low growth
episodes, but US real interest rates differ significantly. The difference in G-7 growth rates
between the two episodes is small (0.4 percent), and the volatility of growth, while small in
both episodes, was actually higher during the high growth episode. But the average US real
interest rate was significantly lower (about 500 basis points) and the volatility twice as low
during the high growth years. In only three countries—Chile, Uruguay, and Venezuela—was
the cost of external borrowing higher in the high growth period, which suggests that higher
external borrowing costs need not be a drag on growth.

Country-specific shocks including terms of trade shocks, natural disasters, and changes in
official development assistance (ODA) could also impact volatility and growth. Natural
disasters are not commonly looked at, but disasters could create tremendous havoc to
societies, especially smaller ones. For example, in 1998, Hurricane Mitch in Honduras and
Nicaragua killed more than 10,000 people and caused as much as US$8.5 billion in damage.
The levels and volatility of official development assistance, while somewhat influenced by
domestic policies, are largely outside the control of country authorities (see Easterly, 2003,
and Barro and Lee, 2002).

The average positive terms of trade shock during the highest growth period is surprisingly
negligible (less than % percent). The average negative shock during the lowest growth period
is also surprisingly small (just over -1 percent). However, these averages mask wide
differences in individual country experiences. Nearly 6 of the 17 countries experienced worse
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(and negative) terms of trade shocks during their best growth decade. Of the remaining
countries where the relationship between growth and terms of trade changes go in the
expected direction, the difference between the positive shock during the best years and the
negative shock during the worst years is significant only in Chile, Ecuador, and Mexico—all
primary commodity producers. Volatility, on the other hand, is high and similar during both
periods. Countries exhibiting the highest volatility are Ecuador and Paraguay (during the best
growth decade) and Chile (during the worst growth decade). Thus, on average, there is no
significant difference in terms of trade shocks between the two growth periods.

Measured by the number of disasters per million people affected, the smaller countries are
the most affected by disasters: Costa Rica, Ecuador, Honduras, Nicaragua, and Panama.
Interestingly, the number of disasters were much higher during the high growth period. This
is perhaps not entirely surprising since sharp declines in output in the year of the disaster are
usually followed by a rise in construction activity the following year, financed in large part
by grants, and often an improvement in infrastructure that were neglected for a long time.

The relationship between foreign aid and growth has been the subject of considerable recent
debate. Some studies have argued for a positive relationship between aid and growth (Hansen
and Tarp, 2000, Burnside and Dollar, 2000, Dalgaard, Hansen and Tarp, 2004, and Clemens,
Radelet and Bhavnani, 2004), but more recent studies have not found a strong association
(Easterly, 2003, Easterly, Levine and Roodman, 2004, and Rajan and Subramanian, 2005a
and 2005b). The evidence from the episodic approach confirms this latter finding, although
ODA was marginally higher (less than %2 percent of GDP) during the high growth period.’
Surprisingly, the volatility of ODA was quite small, a finding that contradicts the experience
of Africa and cross regional studies (Bulif and Hamann, 2003).

To summarize, of all the exogenous shocks—global and country specific—only the U.S. real
interest rate stands out as being significantly different in the highest growth episode
compared to the low growth episode.

V. MACROECONOMIC POLICY VOLATILITY

The stance and volatility of policy are perhaps the hardest measures to conceptualize and
compute. Growth regressions commonly use the fiscal balance (as a share of GDP) and
inflation (or inflation volatility) as proxies for fiscal and monetary policies. However, both
measures are highly endogenous, and are, at best, weak proxies.® Even if policies could be
measured, should the focus be on the discretionary component or also on the “rules”? The
“rules” are important in their own right, but may differ widely across countries, making
cross-country comparisons difficult. In some studies, the “rules” used in industrial countries

" ODA was somewhat higher (by about 1 percent of GDP) during the high growth period for countries receiving
on average more than 2 percent of GDP per year in aid.

¥ Both measures have been discussed in the section on macroeconomic outcomes above (section III.B). In this
section, further refinements of fiscal and monetary policy measures are considered.
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are replicated for developing countries, which is unlikely to be appropriate (see Ter-
Minassian, 2005, and Clements et al., 2006, for a criticism of such approaches).

The literature is more advanced in measuring fiscal rather than monetary policy. Even with
respect to fiscal policy, however, Fatds and Mihov (2003) note that there is no consensus on
the appropriate methodology for constructing a cyclically-adjusted measure because of
simultaneity problems in determining output and the budget.

In this paper, measures of fiscal policy are replicated from the literature while an attempt is
made to define new measures of monetary and structural policy volatility. Monetary policy
volatility has been measured previously by inflation volatility. To get at the policy aspect
more directly, this paper examines instead exchange rate regime changes based on the
definition of exchange rate regimes in Reinhart and Rogoff (2004). Structural reform policy
volatility (or reform reversals) is based on a new index that is constructed on the basis of
existing measures of structural reforms from various sources and is discussed in the
subsequent section.

A. Fiscal Policy Volatility

Two concepts of fiscal policy volatility are studied: the first set of measures is based on
standard deviations of fiscal expenditures, while the second are measures of fiscal policy
procyclicality. The extent of expenditure volatility and procyclicality during high and low
growth episodes are documented in, respectively, Tables 7 and 8.

Standard deviation of fiscal expenditures
Two measures of standard deviations are used:

(1) the standard deviation of central government fiscal expenditures as a share of
GDP (which captures both the “rules” and the “discretionary” components),
and

(i1) a Fatas and Mihov (2005) based measure of discretionary fiscal policy.
Discretionary fiscal policy is defined as the residual from a regression of real
government spending growth on current macroeconomic conditions: output
growth (which is then instrumented to correct for simultaneity), lagged
government spending growth and standard controls:

AG, =a,+ BAY, +y,AG, , +6, X, +¢,

where G is the log of real government consumption in country i in year ¢, ¥; is the log of

real GDP, and X, is a set of controls (a time trend, inflation, and inflation squared).

Discretion, therefore, is defined as changes in expenditure that are unrelated to

macroeconomic conditions or the cycle. Volatility is defined as the standard deviation of the

residual, &;.
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The average level of fiscal expenditures was about 3—4 percentage points of GDP lower
during the high growth decade compared with the low growth decade, while the average
volatility was significantly lower (Table 7). This pattern holds in nearly all countries,
although the magnitudes differ. Therefore, reducing fiscal expenditures may not hurt growth
on a longer-term basis. Chile is an extreme example where fiscal expenditures were more
than 10 percentage points of GDP lower in the high growth period.’

The Fatas-Mihov measure of discretionary fiscal policy volatility reveals somewhat different
results—the volatility of fiscal policy is only marginally higher in the low growth period.
Discretionary government expenditure can be expected to rise during the low growth period,
reflected in the higher average level in the low growth decade. But there is wide variation
across countries, with Nicaragua a clear outlier. Excluding Nicaragua, the average reduces in
the low-growth period compared with the high growth period, suggesting the existence of
financing constraints for many countries.

Expenditure procyclicality

Procyclical fiscal policies can affect long-term growth indirectly by amplifying business
cycles and increasing output growth volatility. To the extent that growth volatility has a
negative impact on growth, procyclical fiscal policies will adversely affect long-term growth.

Here, two measures of fiscal policy procyclicality are used: one is based on Kaminsky,
Reinhart and Vegh (2004, henceforth, KRV); and the other is based on Alesina and Tabellini
(2005, henceforth, AT). Specifically:

(1) KRYV procyclicality measure correlates the cyclical components of real
government spending and real GDP. If the correlation is positive, policy is
procyclical; and

(i)  the AT measure of procyclicality is obtained from country-by-country
regressions of changes in government spending as a share of GDP (S;,) on the
cyclical components of real GDP (or the output gap) and terms of trade.

AS, =@, + 4, GDPgap, + ¢,ToTgap, + 0,5, + p,
If the coefficient on the output gap (4;) is positive, that is, if an increase in the cyclical

component of GDP is positively related to changes in spending as a share of GDP, then
policies are defined to be procyclical.

Table 8 indicates that there is sufficient evidence for procyclical fiscal policies in Latin
America. According to the KRV measure over the whole sample period, all countries (except
Ecuador) pursued procyclical policies, of which nearly half were strongly significant. The

? Chile could prove to be a good case study where the quality of fiscal expenditures may have been very high.
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pattern generally holds for the high and low growth subperiods. The Alesina-Tabellini
measure also confirms the relationship, with higher and more significant coefficients.

B. Monetary/Exchange Rate Policy Volatility

The inability to find good measures of monetary policy is notorious in the literature. It is
particularly difficult in the case of non-industrial countries where data are hard to come by or
where financial markets are not well developed. Kaminsky, Reinhart and Vegh (2004)
developed a measure based on the Taylor rule, but they themselves did not use it as they
encountered several problems. Additionally, the Taylor rule may not be useful in a cross-
country context of heterogeneous countries.

This paper develops a measure (albeit an extreme one) to capture exchange rate regime
changes. Exchange rate regimes are defined according to Reinhart and Rogoft (2004).
Regimes are scored on a 15-point scale on an annual basis for each country, ranging from
one extreme (currency board) to the other (free floating). Based on this scoring, two variables
are defined: the number of exchange rate regime changes and the intensity of regime changes
for each subperiod. The intensity of change is the absolute difference in the score obtained on
the 15-point scale.

A priori, the effect of exchange rate regime changes on growth is not obvious. There is some
evidence that countries with fixed exchange rate regimes grow slower than those with more
flexible regimes (Ghosh et al, 1997), which if true suggests that a move to greater flexibility
would help countries grow faster and vice versa. On the other hand, if exchange rates are
fixed and there are clear signs of overvaluation, then a move to a more depreciated rate
would help growth even if the type of exchange regime itself does not change. In a similar
vein, the number and intensity of changes could signify the extent of uncertainty (and hence
hurt growth) or could indicate that the authorities are responding flexibly to the external
environment (and hence spur growth).

Table 9 shows the number and intensity of changes in the exchange rate regime for each
subperiod. The overall picture is not striking. The total number of changes are similar in the
two subperiods and the number of changes per country in a 10-year period is a little over one.
The intensity of changes varies widely by country, but the pattern across the two subperiods
on average is not very different.

V1. STRUCTURAL POLICY VOLATILITY AND REFORM REVERSALS

There are several indices of structural reforms for Latin America, but it is difficult to find a
sufficiently long, consistent time series for 1970-2004. Sources include the Heritage
Foundation (Index of Economic Freedom measure: 1995-2005, annual data), Fraser Institute
(Economic Freedom of the World measure: 1970-2003, every five years until 2000 and
annual thereafter), Morley et al. (structural reform index measure—for Latin

America: 1970-95, annual data), Lora (structural reform index measure—for Latin

America: 1985-99, annual data), and the World Bank (Country Policy and Institutional
Assessment, CPTA: 1977-2004, annual data). Given the need for annual data from
1970-2004, the measures from the Heritage Foundation and Morley et al. (1999; henceforth,
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Morley) were used. The CPIA was dropped because the confidentiality requirements of the
World Bank prohibit the reporting of individual country data. Fraser was dropped because it
does not contain annual data until 2000, while Lora’s index commences from 1985.

Combining appropriately-transformed measures of Morley for 1970-95 with the Heritage
Foundation for 1995-2004 provides a consistent new series for 1970-2004 that we call the
composite Heritage-Morley index.'’ Nicaragua and Panama were dropped from the sample
since they are not reported by Morley. The components of the two measures measure similar
types of reforms: both include measures of trade policy reforms, government intervention,
tax reforms, foreign investment policy, property rights, domestic financial reforms,
privatization, labor market regulations, and regulatory burdens on business."

On the whole, the region has experienced quite significant progress in structural reforms
during 1970-2004, but there has been considerable variation across countries. Figure 5
illustrates the progress in structural reforms for the region and for selected countries.
Argentina was the most advanced reformer in 1970, but fell behind most other countries in
the region by 2004. At the other extreme, Chile was one of the laggards in 1970 but advanced
to the top by 2004. Costa Rica maintained a relatively high level of reform orientation during
the period, while Ecuador, which started out at the low end, progressed very slowly.
Venezuela is the only country whose level of market orientation by 2004 had regressed
below the level in 1970.

Figure 6 illustrates the periods of progress and regress in implementing market-oriented
structural reforms for the region as a whole. The shaded area indicates the period of reversals
(which is a decline in the level of the index). The area under the curve could be considered
the “cost” of reform reversals—it shows the intensity of reform reversals and the time taken
to revert to the level of reforms achieved before the reversals occurred. For the region, there
was quite significant progress in implementing reforms particularly in the latter half of 1980s
and during the 1990s. However, there were general periods of reform reversals in the

early 1980s and the early 2000s. The reversals during the early 1980s coincided with a period
of extreme macroeconomic instability and debt crises, against the backdrop of an unfavorable
external environment. The reversals in the more recent period coincide with crises in some
countries but not in others, and occurred when the external macroeconomic environment has
been conducive to implementing reforms. A closer look suggests that the reversals
commenced before the crises began, but were exacerbated by the crises.

' The Heritage Foundation index ranges from one to five with lower numbers indicating greater market
orientation of policies. The Morley index ranges from zero to one, with higher numbers denoting greater market
orientation. The two measures were normalized from 0 to 100, with higher numbers indicating greater market-
oriented reforms. To connect the two series, the data at 1995 were used to rebase the Morley index.

" The Heritage Foundation comprises 10 sub-indices that are equally weighted. One of these represents
monetary policy, which we considered removing. However, it does not make a qualitative difference to the
index. In the regression analysis, we do not use inflation or a monetary measure as an explanatory variable, so
there is no “double counting” of monetary policy. Using the series in its complete form has the advantages of
being well recognized in the literature and easily comparable with other studies.
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Figure 5. Latin America: Progress in Structural Reforms, 1970-2004
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Figure 6. Latin America: Structural Reforms and Reversals, 1970-2004
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The variation across countries in the initial extent of reforms in 1970 and the pace of reforms
over 1970-2004 is documented in Table 10. Countries are grouped according to high (above-
median) and low (below-median) levels of initial reforms, and by fast (above-median) and
slow (below-median) pace of reform during the sample period. The first number in
parentheses refers to the absolute level of market orientation in 1970, while the second
reports the change in the structural reform measure. Brazil is at the median in terms of both
the level and the pace of reforms. The most market-oriented countries in 1970 that made the
fastest progress are Costa Rica and El Salvador, while those that made the slowest progress
are Argentina, Mexico, Venezuela, and Honduras. The least market-oriented countries

in 1970 that made the fastest progress are Bolivia, Chile, Guatemala, Uruguay,'” and Peru,
while those that made the least progress are Ecuador and Colombia.

Not only did the initial level and the pace of reforms differ across countries in the region but
the volatility of reforms also differed markedly across countries. Figures 7-8 plot the
progress in market-oriented reforms and reform reversals for each of the countries.

Argentina, Bolivia, Ecuador, Paraguay, and Venezuela stand out for their marked reversals of
reforms in recent years.

"2 In the fall of 1974, Uruguay liberalized its financial sector overnight.
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Figure 7. Latin America: Structural Reforms and

Reversals (Fast Reformers), 1970-2004 1/
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Figure 8. Latin America: Structural Reforms and Reversals (Slow Reformers), 1970-2004
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All countries experienced reform reversals during 1970-2004. There were 167 reversals in
total, excluding Nicaragua and Panama. The highest numbers of reversals were in Argentina,
Brazil, Colombia, and Venezuela. The most intense reversals were in Argentina, Chile
(during the early part of the sub-period), Paraguay, and Venezuela. The least intense were in
Costa Rica, El Salvador, Guatemala, and Uruguay.

Structural reform performance was better during the high-growth episode compared with the
low-growth episode. Table 11 documents the average level and trend (or progress) in
structural reforms as well as the number and intensity of reform reversals during the high and
low growth episodes in each country."” During the high-growth episode, the degree of market
orientation of structural policies was higher, countries made more progress in structural
reforms, the number of reform reversals was fewer, and the intensity of reform reversals was
lower.

VII. CONSTRAINTS FACED BY POLICYMAKERS

Policy choices in implementing reforms or responding to shocks may be constrained if
country authorities face financing, trading or institutional constraints. If two countries faced
the same shock, the volatility of policies could be higher in one country if the policymakers
in that country faced greater constraints. This section examines three types of constraints:
financing constraints, restrictions in external trade, and socio-political features.

A. Financing Constraints

Financing constraints could be measured by access to external capital markets, financial
liberalization, capital flows, depth of domestic financial sectors, and levels of public debt.
Table 12 documents these measures of financial integration and constraints. The first column
indicates a country’s access to external private capital markets. This measure, taken from
Gelos, Sahay, and Sandleris (2004), is an annual binary variable that takes the value of 1 if
the country had access to capital markets, zero otherwise. For example, during its best
growth period, Argentina had access to external capital market for 70 percent of the time,
while during its worst growth period, it had access 40 percent of the time. On average, Latin
American countries had greater access to capital market during their high growth periods.
Chile and Uruguay are the only countries that had lower access to external capital during
their high growth period.

The second column indicates the degree of financial liberalization, which is also a one-zero
annual dummy variable. More financially liberalized countries experienced higher growth.
Only Brazil, Colombia, Mexico and Venezuela were financially less liberalized in their high

" The trend is the difference between the first and the last year of the relevant period. The “number of
reversals” report the number of times the annual index fell during the sample period. The intensity of reversals
is the average decline in the index each time it fell. The intensity of reversals is labeled “low”, “medium” or
“high,” based on whether the intensity of reversals is in the first quartile (“low”), the second or third quartile

(“medium”), or the fourth quartile (“high”).
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growth period, but three of these four countries experienced their highest growth period
during the 1970s when the liberalization was lower in the world, in general.

The third column indicates capital flows as a share of GDP. On average, capital flowed into
the countries during their high growth periods and flowed out during the low growth periods.
Colombia, Nicaragua, Paraguay, and Venezuela are exceptions, however. The penultimate
column provides a measure of financial depth, namely, the M2-to-GDP ratio. On average,
financial depth was the same during the high and low growth periods. On the other hand,
debt was higher in the low growth period in virtually all countries, though not significantly so
(exceptions are Colombia, Nicaragua, Uruguay, and Venezuela).

B. Trade Integration

Trade openness is expected to be related to higher growth (Dollar and Kraay, 2002, and
Chang et al., 2005). Two measures of trade integration are considered: a binary trade
liberalization dummy and trade (exports+imports) as a share of GDP. Trade is indeed more
liberalized and the economy more open on average during periods of high growth than
periods of low growth, but only marginally so (Table 13). Country experiences vary
significantly. Five countries—Colombia, Costa Rica, Ecuador, Mexico, and Paraguay—grew
faster when their trade regimes were much less liberal, though the best years for each of these
countries were in the 1970s when trade regimes in the world were generally less free.
Measures of trade openness have been criticized, however, for not capturing the channels
through which trade liberalization facilitates growth (see, for instance, Srinivasan and
Bhagwati, 2001). Hence, such measures need to be viewed with some caution.

C. Socio-Political and Economic Features

Finally, Table 14 lists some other features that could be considered constraints to
policymaking: the level of development (proxied by per capita income), the size of the
economy (small size affects flexibility to respond to shocks, though the direction could go
either way), the level of human capital (lack of skilled people to conduct policy and
contribute to growth), ethnic fractionalization (spending pressures are likely to be higher),
polity changes (frequent changes in political legal framework can create uncertainty), and
external risk perceptions (higher perceptions of risk by foreign investors could create barriers
for policymakers). Some of these factors are also direct determinants of growth, such as
human capital development and per capita income.

The number of polity changes have been high in Latin America, dominated by Bolivia,
Ecuador, Guatemala and Peru. The intensity of these changes have been high, especially in
Peru, Uruguay, and several of the Central American countries. The extent of ethnic diversity
has been the highest in Bolivia, Ecuador, and Peru. Income inequality has been the highest in
Guatemala, Brazil and Chile, and lowest in Uruguay, Nicaragua and Bolivia.
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VIII. WHAT HAVE WE LEARNT SO FAR?

Previous sections have examined the bivariate relationship between growth and other
macroeconomic outcomes, shocks, policies, and constraints. This section synthesizes the
findings of the previous sections, comparing the statistical significance of the relationships
with theory and/or commonly held priors about these relationships. In so doing, it provides
insights into the factors that are likely to be important in understanding growth and volatility
in Latin America.

Tables 15 and 16 summarize the findings and the hypotheses. In both tables, the rows list the
variables of interest. The second column is our prior regarding the direction of relationship
between growth and the variable of interest. For example, the volatility of growth in the high
growth period relative to the low growth period is expected to be low. Hence, the “expected
outcome” is listed as “low.” In the third column, “actual outcome” records the actual
findings, and the fourth column notes the significance of the bivariate relationship (based on
the data for the 17 Latin American countries). If the relationship is significant, the last
column records the names of countries that are exceptions. Exceptions could make for
potentially interesting case studies.

The bivariate relationship between growth and each of the other macroeconomic outcomes is
statistically significant (Table 15). Output volatility, inflation, inflation volatility,
devaluation, and devaluation volatility are lower in the high growth period. Fiscal balances
are higher and volatility is lower in the high growth period. Currency crises and episodes of
debt default are significantly lower in high growth periods, but banking crises are not. There
are more banking crises in the high growth period, although the association is not significant.
Regarding shocks, only the level and volatility of US real interest rates appear to matter for
growth. Terms of trade shocks are not significantly different between high and low growth
periods.

Of the macroeconomic policies considered—measures of fiscal expenditure and volatility,
fiscal policy procyclicality, and exchange rate regime switches—only three of the seven
variables matter (Table 16). Higher growth is statistically significantly related with lower
fiscal expenditure, lower fiscal expenditure volatility, and fewer exchange rate regime
changes. Among the structural reform measures—Ilevel, change, and reversals—only reform
reversals are significantly associated with growth. Of the constraints considered, only capital
flows and public debt are significantly related to growth.

IX. REGRESSION ANALYSIS—COMPLEMENTING THE EPISODIC APPROACH

The episodic approach identified the statistically significant bivariate relationships between
growth and other variables. A regression analysis can complement the episodic approach by
testing for robustness of the relationships and ascertaining the variables that are relatively
more important for explaining growth. It can also help in assessing performance during the
“average”, as opposed to just the highest-growth or lowest-growth, years.

In this section, a regression analysis is undertaken dividing the 1970-2004 sample period into
three sub periods, 1970-79, 1980-89, and 1990-2004. The volatility of the relevant variables
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are computed for each of these sub periods. The choice of three sub periods (as opposed to a
single cross section, or larger numbers of sub periods) was governed by two considerations:
first, a single cross section of 17 observations would be insufficient for the analysis, and
second, sub periods smaller than 10 years would not make much sense for computing
volatility. The three sub periods increase the data set to a maximum of 51 data points.

Growth

The key variable of interest is per capita GDP growth. Following Ramey and Ramey (1995)
and others, the volatility of per capita growth enters as an explanatory variable; the
determinants of volatility are discussed below. No other macroeconomic outcome is used
because of endogeneity. Exogenous shocks are introduced in the specification, followed by
policy variables. Standard determinants, such as initial per capita income and education, are
controlled for, as are socio-political institutions and economic characteristics for each
country.

The regression results are presented in Table 17. Below is the regression with the highest
explanatory power (accounting for 68 percent of the variation in per capita GDP growth):

Per capita GDP growth = — 0.23 Volatility of growth — 0.50 Average US real interest rate
— 0.09 Volatility of discretionary fiscal policy + 0.17 Index of institutional development
— 0.0004 Initial per capita income + 0.08 Income inequality — 6.40

All right hand side variables are significant at least at the 10 percent level, and are broadly
consistent with the findings from the episodic approach. One exogenous shock—high US
real interest rates—dampens growth. Other exogenous shocks are not significant. Regarding
macroeconomic policies, the higher the volatility of discretionary fiscal policy, the lower the
growth. Moreover, the greater the level of institutional development (or market-orientation of
structural reforms), the faster is growth.

The standard control in the growth literature—initial per capita income—is significant with
the correct sign. But levels of education are not significant; this is perhaps not surprising
since the difference in education among the Latin American countries is relatively low,
compared to other regions. The degree of income inequality is positively related with growth.
However, in an instrumental variables regression, where growth volatility is instrumented by
the explanatory variables for volatility (see next subsection below for these variables),
neither initial per capita income nor income inequality remain significant, possibly because
the variation across the region is not particularly high.

Volatility
The volatility of growth may be accounted for by the volatility of US real interest rates,

intensity of structural reform reversals, and financial liberalization (Table 18). The three
variables account for nearly 40 percent of the variation in output growth volatility:
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Volatility of real GDP per capita growth = 1.53 Volatility of US real interest rates
+ 0.32 Intensity of structural reform reversals
+ 2.16 Financial liberalization dummy — 0.06

All variables (except the constant) are significant at least at the 5 percent level. Higher
volatility of US real interest rates increases the volatility of real GDP per capita growth, as
does greater intensity of structural reform reversals. Greater financial liberalization is also
related to greater volatility, conforming with the view that greater financial liberalization
may go hand-in-hand with macroeconomic crises. Other variables—such as the volatility of
G-7 growth, volatility of terms of trade, number and intensity of exchange rate regime, public
debt burden, capital flows/GDP, trade openness, trade liberalization, and number and
intensity of polity changes—are not significantly related with growth volatility.

X. CONCLUSION

Real GDP per capita growth in Latin America during 1970-2004 has been low. The best
performer, Chile, grew at only 2.6 percent per annum, while the worst performer, Nicaragua,
experienced a decline in real GDP per capita. During this period, the volatility of growth has
also been high. Using an episodic approach, this paper established key stylized facts on
growth and volatility in 17 Latin American countries. The best and worst 10-year growth
periods were identified for each country, and bivariate relationships established between
growth and several variables of interest such as other macroeconomic outcomes, shocks,
policies, and constraints. The approach provided an easy way to correlate within-country
variation in growth performance with other factors, recognize outliers, and identify variables
that are likely to be important explanators for growth within and across countries.

Episodes of relatively high growth differed across countries in the region and were robustly
and negatively related with volatility. For nearly half the countries, the 1970s was the best
decade (the 1990s were the best for only 6 countries), but the 1980s were the worst years for
most countries. On average, the volatility of other macroeconomic outcomes was also
negatively related with growth. The volatility of inflation and devaluation was 5-6 times
higher, and fiscal balances were worse and its volatility nearly three times higher during the
low growth period.

Crises, or extreme macroeconomic events, have been ubiquitous in Latin America. There
were over 300 crisis-year observations during 1970-2004, covering currency, debt default,
and banking crises. Argentina had the maximum number of crises—an average of one per
year—while Colombia had only 6 in the entire 35-year period. There were significantly more
currency crises and debt defaults in the low growth period as compared to the high growth
period. However, this pattern does not hold for banking crises. Concurrent crises involving a
currency crisis generally resulted in a sharp fall in output in the short term.

External shocks account only partly for the volatility in outcomes. Of the shocks considered,
just the U.S. real interest rate is significantly related with growth and volatility. The level and
volatility of U.S. interest rates were nearly twice as high in the low growth period. The level
and volatility of G-7 growth rates were similar in the high and low growth periods. Country-
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specific shocks—terms of trade, natural disasters, and official development assistance—were
not generally significantly related with growth.

If most external shocks did not matter, did macroeconomic policy volatility contribute to
lower growth? Some expenditure-based measures of fiscal policy exhibited higher volatility
in the low-growth period. Fiscal policy was strongly procyclical, but this was not related with
longer-term growth performance. Common measures of monetary policy were difficult to
construct, so changes in the exchange rate regime—the number and intensity of exchange
rate regime switches—were studied. Changes in regimes were marginally higher in the low
growth period.

Was the pace of structural reforms and reform reversals associated with higher or lower
growth? Since there was no time series data for the entire sample period of interest, an index
was constructed based on measures developed by the Heritage Foundation and Morley et al.
(1999). Despite several episodes of reform reversals, most countries made progress in
market-oriented structural reforms during 1970-2004, except Venezuela. The intensity of
reversals was highest in Argentina, Bolivia, Paraguay, and Venezuela. Chile, Costa Rica,

El Salvador, and Uruguay made the most progress during the 35 years. Greater market-
oriented reforms and fewer reform reversals were associated with higher growth.

The ability of policymakers to provide a stable policy environment can be hampered by
economic or socio-political constraints. Several kinds of economic constraints were
considered—high debt burden, shallowness of domestic financial markets, low access to
international capital markets, low level of capital inflows, and domestic trade and capital
account restrictions. While public debt was higher and capital inflows lower during the low
growth period, none of the other variables were significant. However, in multivariate
regressions, public debt and capital inflows were insignificant.

To isolate the most significant factors among the competing set of variables, multivariate
regressions were run for the entire sample period for all the countries. US real interest rates
were an important factor, but the level and volatility of terms of trade shocks did not matter
for growth or volatility. Controlling for shocks, discretionary fiscal policy and institutional
development or the level of market-oriented reforms mattered for growth, while the intensity
of reform reversals mattered for growth volatility.

Future work on growth and volatility could expand the analysis to other regions, especially
on the role of structural reform reversals. Alternative specifications for growth and volatility
could be investigated, including whether different explanatory variables matter together. This
could be tested by interacting terms, which would reveal the channels through which the
explanatory variables may matter. The relationship between reform reversals and crises could
also be explored; reform reversals often occurred before crises, but were exacerbated during
crises. Future work could examine the details of reform reversals, and investigate the
conditions under which reform reversals predict crises. These are areas that we are pursuing
further.



29

"oeroae ojdung /g

*9peoop YSIY 03 9PLOIP MO] UT ANTIB[OA JO oLy /T

"SUOTJB[NO[ED JJBIS JIA PUE & SLOID2IpU] JUaudojadd (] plioy S[ueq PHOA, :S90IN0S

8’1 s 0°s 8'I- L't Ve /T BLRWY uney
'l L'e 9°¢ e £00C 7661 49 S0 €661 7861 Y ‘B[oNZAUSA
0C 133 S9 0 7861 SL61T (3 e Y661 G861 Kengnipn
1'c 6'S '8 e 1661 7861 8¢ T 00T €661 nd
60 89 0C 60" €00C 7661 (4 6°S 1861 TL6l Kengereq
9T I's 9 - 6861 0861 Y4 L¢ 6661 0661 eweued
9 '8 801 L9 8861 6L61 L1 Sl 00T S661 engeredIN
S'1 8V v'e L0 1661 7861 (4 'y 1861 TL61 OJIXdON
L0 e 9C L0 0661 1861 9'¢ T 6L61 0L61 SeInpuoy
L'l 9y LT 9°1- 0661 1861 9l 0'¢ 6L61 0L61 eleUoIEND
€'e S9 8¢S Le 8861 6L61 L'l 8T 6661 0661 JopeAfes [
01 LY (3 S0 0661 1861 [ 'y 6L61 0L61 Jopendy
4 (4% 94 8°0- 6861 0861 61 e 6L61 0L61 BOIY BISO)
9l e LT 70 00T €661 L'l 133 6L61 0L61 eIqQUOI0DH
e 29 6L 10~ 861 €L61 €T 19 L661 8861 [ID
Sl 29 LYy ¥0- 0661 1861 e 8¢ 0861 IL61 [1zeigq
(4 I's e I'e- L861 8L61 01 0T 8661 6861 elaTjog
01 €9 €s 6'C 0661 1861 ¥'S e 000T 1661 BURUASIY
/T &meoA pmorH AImeoA eyde) aog d8dX ELEYN A1neoA ejde) aog d8dX 189X
IpeIdIQ MO pue Y3 Pmoan yndinQ YIMOID) IZRIIAY Suipuyg Sunae)g Pmorn nding  YPIMoIs) Igerday Suipuyg Sunae)g
UIIMIIG U IpeId MO apedd(q YStH

$00T-0L61T ‘ST8dX MO pue Y31 ‘ANME[0A PUE IMOID 1BILDWY UuneT *] dqeL




30

-a8eroae ojdung /1

*SUOIIRINOTRD JJels JIN] PUB  Yyoopun( 21uouodsy piiogm ‘NI ¢ S101021puf juaudojaad(J plioy ued PIOA\ :S90IN0S

Le vy V'6S S'LS L 4 809 v €1 98 6'6 6'8 9°S1 /1 BdLRWY uney
8'C I'c 1YY L'8C 6Ll 0°¢e Ve 9°0- LT goe 'Sl 8'9¢ €Y “B[aNZoUSA
6'C 6'C 9vC £6¢ 811 vy €1 0l- el 0°SP 911 9'v¢ Aen3nin
I'c 8P 91¢el [47274! Geel 0°LST 01 A% 9¢l 701l 811 Lot1 ned
6’1 I'l- I'e 0°¢l Lt 7ol 01 1°0- 00 00 0L '€l AenSereq
94 s 00 00 'y 0¢ 0¢ 6l 00 00 0 't elieted
- 6'EYC L 101 oyl L8I1 [ 9'C 8¢ 9'8 8¢ 88 enSereoiN
(4 S'L (43 '8y 9°¢C L6y 4 8 8¢l L9 S9 €Ll OJIXON
L'e L9 8'CC L 'S S'L 't SI- 00 00 e ¥'9 SeInpuoH
0cC LC 0°¢C 0sT VIl el 60 €1 00 00 9°¢ €8 gleworenn
9C L 6°0C 69 'S 991 0l L1 €0l 9°¢ 9 66 10opeAfeS [H
4 clI- L6l (443 L€l 0°1¢ L1 8’1" 0L 1983 vy I'TT 1opendy
v I'c 6'8¢ ¢ce 191 LTt 8’1 e 6°¢ 9¢ 9L I'6 BOIY ®IS0D
|4 't~ 'L 611 LS ad! 01 €0 ve 06 99 S'LI BIQUIOIOD
(Uh 4 1'0- G08 0'8L ¥'$9 8'8L S0 L1 9 S9 Y 0°¢l Siie)
LS 06~ 4% 8'ovl v'€6 €Lyl 01 9°0- v81 v L0t Lee [1zeldq
I°S1 9°¢I- 8'8G1 431! L8yl €6l11 'l Se vy ¢8 SY 0TI eIAljog
€T 4% L'86 6°0L1 L66 891 60 €1- I'1ec L I'1e 6°¢l BUNUOZIY
AnmefoA  souereg | AueoA  uonenjesdq | Aype0A  uoneguy | HNPYEOA  dueey AnmejoA  uopenfesd( [ AymejoA  uonejuy
[easig [edsi] |uopen[eAdq 9SeIGAY | UODB[JU] JFBIIAY [BasIy [8osIq uopeneAd(  9SeIAY | uopepju]  JFeIIAY

apeIdI( YIMoa9 Mo Surin(

IPrIdQ YPIMOIS) YSIH surnq

$00Z-0L6T ‘SOPeId( YIMoI9) Mo pue YSiy Suring ddueeg [eISI] PUE ‘UONEN[BAI( ‘UONE[JU] :BILIDWY Une| *7 d[qe.L




31

‘amg /¢

‘JINBJOp Ul PauTewal A3y} Yorym ul s1edk juonbasqns oy os[e 1nq pajnejop
JUSWIUIOA0S 9} YOIYM UT JedA o1} ATUO JOU SPI0OAI I “S)NEJOp 1qOP USIOIIA0S JO ISED oY) U] "OSIMISYIO () PUB ‘A1unoo Jeynonted € J0J 189K USAIS € UT SISLIO © ST 9197} J1 | JO onJeA € saye) o[qelieA AWunp vy /7
*(£007) 10850u0znng pue ueyny)) WoIf (00Z-SL6T WOIJ dIe ele( /]

*SISTWIOU099 NSop JIN] Pue {(S007) 1o83auszimg pue ueyny) {(£007) Aryes pue ‘Iysijy ‘eydno :s90Inog

(453 €7T (418 4118 48 ve IL 0s ST 9 /€ BIPWY une|
1T 0T 6 ¥ 0 S 11 9 4 € €Y ‘e[onZous A
4! 8 € z 0 I S 4 I 0 Aen3nin
C 91 01 6 0 I 9 S I 0 nd
81 9 S I 4 4 I 0 I 0 AenSereq
ST 4! L L 0 0 L L 0 0 eweued
8T 1T €1 01 0 € 8 9 4 0 engeredIN
€1 11 o1 6 0 I 1 0 0 I OJIXON
ST €l €l 01 (4 I 0 0 0 0 SeInpuoy
6 L S C 1 4 C 0 C 0 eleiaeny
IC 0T Il 8 C I 6 L I I Jopeafes [
61 11 1T 6 0 4 0 0 0 0 Jopendyg
4! 1T 1T 6 1 I 0 0 0 0 BOTY ©1S0D
L ¥ I 0 0 I € 0 € 0 BIqUIO[OD)
ST 8 4 0 1 € ¥ € I 0 SIYD
1T €l ! 8 1 € 1 0 0 I [lzelg
IC 0T 01 L 0 € 0l 6 I 0 elAljog
6T 0T LT 6 14 ¥ € € 0 0 eUNUSEIY
$00Z-0L61 MO pue ej0L, s)nejQq SISLID SISLID) ej0L s)nejQq SISLID SISLID
Surinq Y31y SurinQq 199 Sunjueg Ludm) 19 sunjueg Adud.n)

®10,

APLIQ PMO.ID) MO SuLIngq

IpeIRQ PMOoID Y3IH Suring

/T /T PO0T-0LGT ‘SIPEIIQ YpM01D Mo] pue YSIH Suring SIS 1edLdWY upery °¢ Aqel,




32

Table 4. Latin America: Concurrent Crises and Growth, 1970-2004 1/

Currency and Currency Crisis and| Banking Crisis and | All Three Crises
Banking Crises Only| Debt Default Only | Debt Default Only Simultaneously
Argentina 1975 (-1.5) 2001 (-19.5) 1982 (-11.7)
Argentina 1981 (-11.4) 1989 (-16.3)
Argentina 1990 (-1.6)
Argentina 2002 (-10.1)
Bolivia 1982 (-14.3) 1991 (4.4)
Bolivia 1983 (-14.7)
Brazil 1983 (-4.1) 1985 (14.5)
Brazil 1989 (-6.5)
Brazil 1990 (-4.9)
Brazil 1991 (-8.5)
Chile 1983 (-11.7)
Costa Rica 1981 (-18.0)
Ecuador 1983 (-7.4)
Ecuador 1986 (-2.9)
Ecuador 1999 (-6.5)
El Salvador 1990 (4.0) 1983 (-5.6) 1986 (-0.9)
Guatemala 1986 (-4.5)
Honduras 1990 (-1.4) 1984 (-2.0)
Honduras 1993 (1.4) 1987 (1.9)
Honduras 1991 (-0.2)
Mexico 1982 (-3.3)
Nicaragua 1979 (-43.8) 1993 (-5.5)
Nicaragua 1985 (-15.0) 2000 (6.0)
Nicaragua 1988 (-22.6)
Paraguay 1987 (1.9) 1988 (7.6) 2002 (-4.0)
Paraguay 1989 (6.6)
Peru 1976 (-2.5) 1994 (18.9)
Peru 1987 (1.9)
Uruguay 2002 (-14.4) 2003 (0.6)
Venezuela, RB 1984 (-10.6) 1986 (2.2)
Venezuela, RB 1987 (7.9)
Venezuela, RB 1995 (-5.0)
Venezuela, RB 1996 (3.7)
Latin America 2/ -9.1 -6.3 1.8 -8.9

Sources: Gupta, Mishra, and Sahay (2003); Chuhan and Sturzenegger (2005); and IMF desk economists.
1/ Cumulative real GDP per capita growth is reported in brackets for the year in which the crises
occurred, the previous year, and the subsequent year.

2/ Simple average.
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Table 9. Latin America: Monetary Policy Volatility, 1970-2004
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Exchange Rate Regime Changes, 1971-2001 1/
During High Growth Decade During Low Growth Decade
Number Intensity 2/ Number Intensity 2/
Argentina 1 12 3 11
Bolivia 1 1 2 3
Brazil 1 4 0 0
Chile 3 1 3 8
Colombia 1 2 1 2
Costa Rica 2 8 2 8
Ecuador 3 11 3 5
El Salvador 1 8 1 4
Guatemala 0 0 3 5
Honduras 0 0 2 6
Mexico 2 3 2 8
Nicaragua 0 0 2 6
Panama 0 0 0 0
Paraguay 1 2 1 3
Peru 2 5 0 0
Uruguay 2 8 2 9
Venezuela, RB 3 2 1 8
Latin America 2/ 23 5 28 7

Source: Reinhart and Rogoff (2004).

1/ Data are from Reinhart and Rogoff (2004), where exchange rate regimes are

scored on a 15-point scale. A change in their rating of an exchange rate regime is counted as
a change in the exchange rate regime. The number of changes computes the number of times

there were changes to the rating in the given sample period. The intensity of a change is

computed as the absolute difference in the rating.
2/ The sum is computed for the number of exchange rate regime changes while a simple
average is computed for the intensity of regime changes.




"$00T 0} (L6 WOIJ dNJeA XOpul ul o5ueyd Y} PULB XIPUI Y} JO [OAJ] [EHIUI A} SUTBIUOD AIUNOD YIBD 0} IXU $J33orIq Y,
"$002-0L61 Sulmp wiojar Jo ooed dy) Ul puB UOT)BIUILIO JONIBUWI JO [OAJ] [EIIUI Y} JOq UI AJUNOD UBIPIW JY) SeM [1Zelq /f
"0L61 Ul Xopul a3 JO an[eA dy} Aq PINSEOW SI UOTJBIUILIO JOSJBUWL JO [OAJ] [ENIU] /¢
"$00T 03 0L61 WOIJ dnJeA Xopul ul oFueyo oY) Aq PoINSLaW ST WLI0JAI JO 0. /T

"o[qe[TeABUN
oIe eweueJ pue enJeredIN UO eje(] "9[qe} SIY) JONISUOD 0} PAsn SI SULIOJAT [RINJONIS JO Xopul AS[IO]N-oSejoy aysodwod Y], /|

"SIOYINY :92IN0S

38

(¥€ 07) n1ad
(0% ‘z) Aendnin) (oc61
(T TT) ereworenn " sww Ms M&M@
u uaL
(T ‘s7) rrquo[o) (€S ‘s7) A1 sﬁngw o
(01 “57) 10penog (¥€ “97) e1arjog fo j2a9] w07
€
/¥ (TT 97) Ize1g N
! JoyIeW JO
[9AJ] [enIuy
(01 °Lg) seanpuoy ut :SMW&:WMNSQE
(T1 *87) Aendeieq " wo
(8- 67) B[onzoudA sﬁnnwﬁnmz
(1T ‘1€) 0o (0¥ “67) JopeAfES 19 Jo j2a3] &Mﬁ&
(t ‘p€) eunuadry (9T ‘7€) vOrY ©ISO) .
(Xapu1 ui 23unyd uvipaul Mojag) (Xapu1 ui 23unyd uvipaul 240qy)
S42UL10f24 MO]S SAQWLL0fD4 ISV,
/T WLI0JIY JO e g

/T $00T-0L6T ‘SISULIOJOY MO[S PUE JSE] :BILIdWY UneT] "0 A[qe.L




39

"pop1A0Id ST S[ESIOADI JO JOQUINU [)0} A} IYM S[BSIIAI JO Ioquunu J0J 3dooxd ‘a3eroae ojdwrg /¢

"A[oA10adsax

‘omaenb iy o 10 ‘sonaenb pI¢ pue pug Oy} ST Y} UI ST S[RSIOAI JO AJISUIUT AT} IOYIOYM UO PIseq SI UOT)BZLIdIOBILYd YSIY-WNIPOW-MO[ Y, /T
"SIOqUINU GGG uonepunoj 98eIlIo oy 0) puodsaliod GGG Ul SIoquInU 3y}

JBY) YONns pazZIjewiou pue ‘0] O} () WO d3ues 0} PIZI[BULIOU ‘(6661 ) AS[IOIA WOIJ I8 $661-0L61 WO BIR( '00] 03 0 WoiJ a5uel 0} pozijewiou
‘uonepuno,j 95eILIOH O} WOIJ 918 $()0Z-S661 WO ele( "AWOU00d PIWIOJAI 210w B SUnoudp Ioquunu Y31y e Yaim ‘gQ| 03} ( Wolj soSuel XopuI YL /]

“xopu] 91sodwo)) A910J\-93ILIOH Y} ‘SIOYINY :92IN0S

43ty €S VL 9°be wnipaA 8¢ 6 '8¢ /€ BLRWY uney
Y3t 14 1'6- 1'9¢ Wwnipajy 3 |4l 0ce Y ‘e[oNZouUdA
MO 14 §91 9°LE wnIpajy I 8¢ L9¥ Aengnin
wnipapy 14 911 ¥0C ystH I ¢'81 ¥'8Y nisd
ySiH S vIT- 0'8% wnIpajy I 61 76T Aengereq
PweuRg
ySiH 4 $'8T T9¢ engeredIN
Y31 I 9°¢l1 08¢ Wnipajy 3 9°¢ 8'¢E OJIXoIN
WNIpaN S I'1- L'8T MO0 I €T $'8¢C sempuoy
M07 € 98 6T MO I 0°¢ (¢4 elewdiens
WnIpaN € L'l €1e M0 I 8T 0¢s JopeAes 14
wnipajN € S 6'LT M07 14 S0 1'sc lopendyg
WnIpaN 14 I'el I've WnIpajy 9 0 I're 'O ©1S0D
YSIH 14 LS 0Ly WnIpajy I 0TI ¥0¢ BIQUIO[OD)
WnIpaN I (4% 9°Sy MO0 I 861 '8¢ AMYD
wnipaN 14 L 01 86T Wnipay 9 v 6'vC [lzeig
WnIpaN S 6'S 00¢ WnIpajy € 0°sT 1'8Y elArjog
USTH S 89 86 YSTH 4 0°LI T8¢ BURUASIY
/T S[eSIANY S[BSIIANY pudLy, JIgeadAy /T S[eSIARY S[BSIIARY pudLL ageadAy
Jo Kysudjuy Jo Jdquiny 10 dguey) Jo Kysudjuy Jo Jdquny 10 3guey)
PRI YIMO0ID MO SurinQ IpeId( YPMOID) YSIH surn(

/T $00Z-0L6T ‘SOPBId( YIMO0.I) MO put YSI SuLIn( S[BSIIAIY PUB ‘SPUIL], ‘S[9AIT ULIOJIY [BANIINIS BILIdUIY UneT *[ d[qeL




40

-o8eroae ojduntg /9

TAM ST 32108 "€00C-0L61 S10A00 BIR( /S
‘OdM PUB JAM 1€ S90S “400T-0L61 SIOA00 BIR( /7
*(9007) SPUOLID ], puk ‘peseld @S0 :99IN0S "000Z-0L6] SIOA09 ele( "ddD O3 smo[j [ended Jo oner ay], /¢

'(9007) SPUOLID ], pUk ‘peseld ‘@S0 :99IN0S "10309S [BISUBUILY PAZI[LIqI] B SUnesIpur | ym ‘000g-0L61 Woly d[qeLes Awwnd /g
"($007) SLS[pUES pue ‘Aeyes ‘So[or) :00IN0S sjoxIeW [e)ides [euoneuIUI 0 SS90 SunesIpur | Yim ‘000Z-0861 SULIOA0D dqeLieA Awwn(] /|

SS 14 ST 1'0 €0 (114 9 $'9 0 ) /9 BALPWY une]
9¢ 81 L 0’1 €0 S 1€ v S0 €0 €Y ‘eonZous A
ST ve S 00 0 9¢ 6¢ 3 90 €0 AenSnin
9 SI T 00 10 (34 9T 9 01 0 nig
6C 1€ 14 00 00 Ll 61 4 00 00 AenJereq
99 9¢ 08~ 00 : 9 9 €€ 00 puwieURq
[\iat 9¢ S 00 00 Y91 €€ I- 00 00 engesedIN
Ly 0T € 10 T0 [44 6C € 00 01 0OIXON
69 9T 14 00 00 8T w L 00 senpuoy
T €C 0 00 10 L 0T € 00 e[ewoen)
S¢ 11 4 00 00 8¢ 14 € 00 10 JopeAfes [d
YL k4 e 00 10 0T 1T 9 00 Jopenog
68 LE 0 00 10 43 9T 9 00 BORY ©1S0D)
6T 1T L 01 60 61 81 € 00 vIqUIO[0))
6¢ 81 9 00 L0 (114 LE L 01 [ Elittle}
43 €1 I- 10 L0 0T vl v 00 01 [1zexg
01 ! 4 00 00 89 e 8 00 00 elarjog
w €l I- 70 ¥'0 0€¢ K4 01 0l L0 eunuairy

/Soned daD /K dADTIN /S ONBY dAD /T uonezIesdqry /[ SRR [epde) /Soned dAD  /HdADRIN  /EO0DRY dAD /T uoneZIEIqr] /I SPNIEIN [ende)

AQ2d d14qnd /smolq [ende) [enueuL] 0} $5900Y AQ2d d1qnd /smolq rende) [enuBUL] 0) 55900y

IPeII( YPIMOID) MO SuLIng

ApeLI( YPIMOo.15) Y3Iy Surn

$007-0L61 ‘SAPBII_( YIMOIDH Mo puk YSIH SuLing S)uressuo)) pue uoneidayu] [eRUBUL] (BILIDWY une| *7] Aqe]




41

-a3e1oae ojdung /¢

$0-100C Wol O M WolJ pue 000Z-0L61 Woly (9007) SQUOLID], pue ‘peseld ‘9soy woy ‘daon jo areys e se sppoduw snyd syrodxa s1 ssouuado apei] /g
‘000C-0L61 19A00 €)ep d ], "dWIZaI POZI[eIdqI] SAI0UIP | 2IyM ‘(9((7) SSUOLID], pPue peseld ‘9so3 wolj Aununp [-() & SI UONeZI[eIdql] opel], /|

*yoopnQ 210U pliog ‘NI Pue {(9007) SQUOLID ], pue peseld ‘90 :$99In0S

S99 €0 L8P 4] /€ BILIDWY upe|
9Ly L0 66V 00 Y ‘e[onzous A
9'6¢ 00 S'lv S0 Aengnin
943 10 8'1¢ 01 nred
19L 01 €Ge 00 Aengereq
6'SL 00 9'GL 0 euIRUR
1'1¢S 00 il 01 BNIeIBIIN
|43 9°0 10T 00 0OIXIIN
€8¢ 00 1'69 00 sempuoy
LYE €0 0ty 00 B[RWlEND)
L'yS 00 139 01 Jopeales 4
£0s 00 1’6y 00 lopenoq
L €0 ¥'L9 00 BOIY BISOD)
S'LE 01 8'6¢ 00 BIQUIO[OD)
6'ch L0 0’19 01 21iie)
LI 00 LI 00 nzeig
0°Cs €0 68y 01 elaljogq
9°¢l 00 vel 01 BUNUOSIY
/T ssduuadQ /T UONBZI[eIdqI| /T ssduuadQ /T UOBZI[eIdqI']
pei], pei], pei], pea],

APeI( YIMO0I9) MO JurIn

IpeI( YPIMOoI) YJIH suring

$00Z-0L6T ‘SOPeId( Yimoao Mo pue YSIH Suring uoneisdu] pue uonezijerdqry dped], (edLwy une "¢ dqeL




42

*€002-0L61 woly sadueyd A1jod jo soquunu [e103 943 ST yarym sasueyd Ayrjod Jo soquunu 10 3dooxs ‘o8eroae o1dwis /¢
‘porrad oy 1040 Suner ur a3ueyd
oFe10Ae oy SI soFueyd Jo Aysudiur oy ], ‘poueyo Suner Ayrjod oy Jey) saw) Jo Joquinu oY} I saSueYD JO JOqUINU Y], "€00Z-0L6] SULIDA0D aseqeiep A[od oY ], /T

*(0007) 997 pue o1req :92IN0S “IOAO PUR SIEIA G| PaSe SNpe J0J FuI[0OYdS JO SIBIA JO JoqUINU 9FeIIAY /]

(0007) 991 pue oxreq ‘aseqeiep KI[0 ¢ SL0IpI1pu] juauwdojaad (] plioy Sueq PHOAN :SI0IN0S

0°LS 9yl 68 v'0 €9 S0T1 pLT'E (114264 /€ BdLIWY une|
&3 01 € S0 99 8611 885y 59 Y ‘e[onzoud A\
1'0S 8°8¢ S €0 9L L'61 T18°S LS6°E Aengnip)
€S 0t L L0 9L 909 002°C 690°C niog
€19 9¢ S 0 79 €8 STH1 6L8 Aengered
€09 Le 9 90 9'8 el orEy IvLC eweue
€6¥ 8°0¢ S S0 9Y vy S8L YLV engeredIN
1'6S 8T S S0 TL 8°LI9 €56°S 185°¢ OOIXdN
6'8S 99T L 4] 8t L9 S¥6 LLL SeINpuOl|
I'¥9 9'¢T 8 S0 S'¢ TIe LLOT 00€°T B[RWOIRND
I'LS 9'9¢ S 70 TS I'¥1 e €€6°1 lopeAfes 19
0°8S (X3 3 L0 ¥'9 061 6EY°1 626 Jopenog
SIS 00 0 40 1’9 ¥'81 ISy 815C BINY ©IS0D
819 €1 ¢ 90 €S S'€6 $90°C 611 BIqUIO[0D)
T 8¢ S [40] 9L 898 oby's 60T°C Clitie)
€9 ¢y 14 S0 6y 8'6¥9 679°¢ 1€8°1 [1zeig
"6t Le L L0 9 €6 620°1 626 eIATjog
96 T8 9 €0 8’8 798¢ 669°L L19°9 euNUASTY
saduey) saduey) #0027 002 0L6T
(saye) (Juddadg o7 dog) Jo Aysudpuy Jo Jaquny | uonezijeuondely /1 yudwdopadq $S0 0007 ‘suonig ($S0 0007 Juejsuo))
uonNqLysI( dwoduy /T saduey) Lyrjod druyyy [ende) uewngy dan 18y eyde) 194 4aO 183

$00T-0LGI ‘S9IN3E3,] JIWOUOIF PUE [EINI[0J-0100S :EILIIWY UNETT *H[ Qe




43

“JuednjIugIs AJfeonsne)s a1om spordd ymois mof pue Y3y SuLnp suedw ul SQOUIIJIP udym AJuo pajrodar suondooxy /1

"S9JRWINSI ,SIOYINY :9JIN0S

21qpao1ddp jou ou | Mo] Anuejoa dan/vao

21qonddp jou ou ysiy ¢ daon/vao

21qvoddp jou ou ysiy MO[ AN[1IBJOA SI)SESIP [BINJEN

21gvo1ddp jou ou ysy MO] SI9)SeSIp [eImEBN

2]qpo1ddp jou ou ysiy MO[ A)1e[oA yimoI3 oper) Jo sulo |,

2]qpo1ddp jou ou ysiy ysiy [ImoI3 oper) Jo Sula |,

B[oNZoud A ‘Aenereq .

. . ) sok MO[ MO[ A)[13R[OA SI)RI JSAIAIUI (81 "S'()
00IXJ]A ‘BIqQUIO[O)) ‘[1ZeIg

B[oNZaud A ‘Aendnin ‘ory) sak MO[ MO[ SQJeI JSOIdUI [BdI S

21gpna1ddp jou ou MO] MO] Ayiye[oa yymois /-0

21gpno1ddp jou ou y3iy Y3y ymoIs /-0

syooys

e[onzouo A ‘Aengnin o[y ‘erarog sok 0] M0[ sInegop 199Qq

21qvo1ddp jou ou ysiy MO[ sosLIo Sunjueqg

Juou sok MO MO] S9SLIO Aoua1mn))

SIUI02INQ JWANXY

B[ONZAUI A Sak MO] A AI[13R[OA Q0UBRQ [BOSL]

JOpeA[ES [ ‘Bory BISOD) SoK y3y ¢ Joue[eq [eoSI]

B[ONZOUD A ‘BWUBUBJ S9A MO[ MO[ Aynejoa uoneneasd

B[ONZOUD A ‘Aendni() ‘ewreued SoA MO[ MO[ uonen[eAdq

Ken3ered ‘1o0peAles [ ‘©IqUO[0)) S9K MO MO] A1[13210A UOTIB[JUL

Ken3nin ‘Aendereq ‘erquojo) Sok | MO[ uorne[juy

Ken3ereg SOk MO] MO] Ayureroa mndinQ

SU0IINQ) IIWOUOIIOIIBIA]

/1 suondadxy (arerreAIyg) (rearardury) (s1sayyodLH) POLIdJ YIMOID) MO YY) 0) ALY

JuedIUSIS A[[eI1sye)S

dwodNNQ [ENPVY

dwodnQ pardadxy

POLIdG YIM01D) YSIH 3Y) Ul an[eA

Y007—0L61 ﬁhﬁ@.ﬁ YIM0JIH) MO] pue -.—M—m Ul InJe A 9ANB[IY—SHI0YS pue sowodn) %hﬂEEq—m BLIDWY uneq ‘gl dqe L




44

‘JueolJIuSIs A[[eonsne)s a1om sporad yamois mof pue Y3y SuLmnp suesw ul SOOUAIIP udym Auo payrodar suondaoxy /|

'Sajelnso Sioyiny :33In0S

ajqronddp jou ou ysiy y3iy ssouuad( oper],
a]qvoyddp jou ou ysiy y3g UOT)BZI[BIdqI] SPBI]
CIONZOUIA sok MO[ MO[ dao 01 199p d1qnd

‘Ken3ni() ‘enereoiN ‘O[IyD :
a1quoiddp jou ou ysiy Y3y daon o1 TN
Mwwwmmm MMMMMM sok ysuy ysiy dao o3 smoyy [ende)
a]qvoyddp jou ou ysiy y3g UOT)BZI[RIdqI] [RIOURUL]
ajqronddp jou ou y3y y3g sjoxJew [ejides 03 ss900y
SHUTRIISUOD)

OJTXOIN

opEnog €Oy TS0 Izl sok MO[ )| S[BSIOAQI XOpUl 95BILIOH-AS[IO]N
ajqronddp jou ou ysiy ysiy J3ueyd xopul a3eILIOH-AS[IOIN
a]qvoddp jou ou ysiy ysiy Xxopul 93ejLIoH-AJ[I0]N
SINI[04 ULIOJIY [eIN)INI)S
a]qvoyddp jou ou MO[ MO[ soSueyo owrSar oje1 oSueyoxa Jo Ajsuojuy
B[ONZOUD A ‘NIdJ ‘[1zelg SoA MO] MO[ s93ueyo owr3ar 9yes oFULYIXI JO JIqUINN
ajqronddp jou ou ysiy A K)11e0110£501d [89ST] AU
ajqronddp jou ou MO] MO] Korjo( 189S1,] A18UONIRIOSI(] JO AN[IR[OA
ajqronddp jou ou MO] ¢ Ko110( eoS1 A1BUOIIQIOSI(]
B[ONZOUD A ‘IOpENOT sok MO[ ;0] dao 0y axrpuadxy [eos1] Jo ANNB[OA
nIod ‘eewdjens) ‘eIArjog Sak MO[ A dao o1 armypuadxy [esstg
SIIIN[0J TWOU0IIOIIRIA]
(areLIeALg) (redradury) (s1soyyodAH) POLIdJ YIMOID) MO ) 0) AN

/1 suondadxy

JuedIuSIS A[[ed1sHelS

dwonNQ [ENIY

dwodnQ pajdadxy

POLIdG YIMOID) YSIH dY) Ul dNfeA

$00T-0L6T ‘STBIX YIMOID) MO 0) dIANB[IY YSIH Ul SHUIB.IISUO)) PUE SIADI[0J ATeWWNG :LILIdWY Une| ‘9] dqe],




45

‘Kjoanoadsar juodrad (] pue ‘quodiad ¢ Guadtad | 18 90UBOYIUSIS QJOUP 4 ‘s sesexe SOSOYIUAIEd UI DI SONSIILIS- ], 1SOION

‘SI0INY 192IN0S

89°0 99°0 $9°0 09°0 150 9t°0 LY'0 LY'0 (4] parenbs-y pasnlpy
IS Is IS IS Is Is IS IS IS SUOLBAIISQO JO JOqUINN
wor (98°C7) o (8T°T) * (681) (05°0-) s (EL°L) wrr (TL) wox (€5°€) s (€9°L) sk (S6'7)
0t'9- S8t £6'¢- 160~ 16't 86'¢ 6v'S 86'¢ 89'C JueISu0)
s (9€77)
80°0 (quaoiad gz doy £q paarasar swoour) Aijenbaur swoouy
(290
4 juowido[oaap [eydes uewny Jo [9A]
wxx (C8T) w46 (FO°E7) #x (09°7)
000 000 00°0 swoour eydes 1od [enruy
wex (88°F) sk (61°F) sk (0FF) wex (9€°€)
L1°0 S1°0 91°0 010 (xopur DYD]) yuowdo[oAdp [euonmnsuy
« (58'17) « (68'1°) o (T€T) s (0€°T) o (9€°T)
600~ 01°0- zr0- 710 v1°0- myrpuadxa [eISHy ATRUOIRIOSIP JO AJ[IB[OA
(z00)
000 UMo0I3 apen) JO SuLId) dFBIOAY
(€0°1-)
79°0- moid /-0 oSeIoAy
sk (I1°67) sk (TOF7) wex (19°77) wex (0S7) sk (LOP) sk (OLF7) wex (PS7) sk (S877)
050~ LY'0- Ly'0- 610" 670~ 86°0- L9°0- 85°0- Jel JSOI0JUI [831 "S°[) 9FBIOAY
s (81°T) s (97°€7) wrn (26°T) sore (0§°€) s (6L°T) —eay sone (€1°€7) s (LE€7) woen (€6°€7)
€20- 780" 870 YE0- 0€£°0- LEO- €0~ LEO 60~ yaois J@o edeo-1ad [eaijo AueloA
ymoid eydes 1od ggo [eey :oqeriea yudpuado
6 8 L 9 S 14 € [4 1

$002-0L61 Sulmp sporrad-qns ¢ e [dued

SuonMIISU] pue ‘sa1dIod ‘syooys Aq yimoin) Jurureidxq '/ 1 91qe L




46

‘KjoAnoadsar juaorad ] pue quaored ¢ uadiad | je SOUROIJTUSIS QJOUIP 4 “4y ‘sxs SOSAYIUIRd UT OIE SOTISTILIS- [ (SOION

‘SIOYINY :90IN0S

6€°0 sTo 970 sTo LTO 60°0 90°0 L0°0 800 paxenbs-y paisnlpy
Ly Ly Ly Ly Ly IS Is IS Is SUONBAIDS]O JO JqUINN

(60°0-) (sL0) (8L°0) (090 (690) s (LTD) s (EL°0) s (88°0) sox (€T°€)
90°0- 0L°0 65°0 8%°0 15°0 £8°1 8C'C 8'C 0€'C JUBISUOD

sone (L17€)
91T Awiwunp uorjezijeroq [eroueur,j
(+€°0-)
LT0- Awunp uonezijeraqi 9per],
(50-)
000 ddD/A9ap d1qnd
(60°0)
000 dap/smoy [ende)
o (STT) s (81°€) s (P77€) s (6€°€) son (E77€)
434 150 0S50 610 60 S[BSIOADI ULIOJAI [RINIONAS JO AJIsudjuf
((zA0)
010 soZueyo owi3a1 oje1 dFueyoxa Jo AJIsusjuy
(¥0°0)
000 IM0I3 opel) JO SuLd) JO AN[NR[OA
(Lo”)

¥9°0- {moIs /-0 Jo AN[IE[OA

wex (11°6) wxx (80°€) wxx (86°€) wxx (€8°€) wxx (00'7) wx (€€°0) w+ (1770 wx (€T0) % (6270
£5°1 611 LT1 LT1 LT1 ¥8°0 £8°0 80'1 £8°0 9Bl JSaIS)uI 831 "S"() JO AN[HE[OA
ymoid eyides 1od g@o [ear Jo AinejoA :ojqetrea juspuadoq

6 8 L 9 S 14 € 4 1

#002-0L61 Sutmp spotiad-qns ¢ :eje( [oued

SJUTENSUOD) PUB ‘SAI01[0d ‘s)o0yS Aq Ane[oA Surturejdxq g1 9[qeL




APPENDIX I

47

002-0L61 Sl woly [dD ‘weansejeq "9Jel [[19- ], 18dK-Q | 9JeI JSIOYUI "S'()
$002-0L61 odm xoput aysodwo) ymoIs ggo endes sod 10
$002-0L61 Lvd-nd uonerndod [10) 0} IOISESIP [EINJEU JO JOQUINU JO OTEY I0)SESIp [eINJEN
€00T-0L61 am ddo jo areys se yao vao
$002-0L61 OdMm ddo Jo areys se smo[j [e3ided 1oN smojj rende)
$002-0L61 OdM apeI) JO SuLId) oY) JO dOUAIYIP S0T (LOL) open Jo swia],
SI0YS [BUINXT
1002-0L61 (2007) 33030y pue peyuIy xapur dwdar agueyoxa [eInjde ur a3uey) soFueyo awdar ajer aFueyoxa Jo Ajsudjuy
1002-0L61 (2007) 33030y pue pequioy xopuy soSueyo sundor ofueyoxy
£€002-0961 am *ddD Jo areys se Aouow Isenb pue Kouojy N
(£007) AOYIN pue sere] aImrpuadxa [eosyy [eaY Ayyejoa Korjod [eosty
¥00T-0L61 SAl *ddD Jo areys e se ammipuadxa o1jqnd JuUSUIUIA0D amyrpuadxa [eost
$002-0L61 oam *ddo Jo areys se axmyrpuadxa orqnd JuowIuIdAoS [enua) amyipuadxa [eosI]
sa[qeLiep Ad1jog
0002-0L61 (0007) 2971 pue oueg QA0QE pue S1BdA G 938 Jnpe 10J SUI0OYDS JO SIBAK JO JIdqUINU AFBIOAY juawdojoaap Jeydeo uewny
1002-8661 am "9%0T Wonoq 03 %0z doy Jo oney Ayienbaur swooup
200T-T661 am “INID U931 JSOIN xopul Ayijenbouy
SJ10)BIIpUl [BII0S
$002-0L61 OdM Jao [ea1 Jo yueuodwod [ea1[0K0 paIsyy JH Juauodwod [ed1]9K0 arnyipuadxo [eosyy [eay
¥00T-0L61 am 4D [ea1 Jo yusuodwod [ed1[94d pardNy JH Juouoduwiod [ed1[940 JOD [y
00C-0L61 Odm JddD Jo dIeyS © Sk 00uR[eq [BISI] JUSWIUIOAOS [BIIUS)D) Qouefeq [8oSI
7002-0L61 Aao daD Jo a1eys se Surpue)sino 193 199p d1qng
0002-0861 (#007) suR[pues pue ‘Aeyes ‘so[on) (0=ss9098 ON] ‘]=55200Y/) 9]qeLIeA Aurung sjoxIew [B)1ded 0) SS90V
0002-0961 (9007) SQUOLId], pue peserd ‘9soy] (p=uado joN ‘1=uadQ) s[qenrea Awwungg Awwunp uonjezijeraql| [eroueul,y
0002-0961 (9007) SOUOLID [, PuE peSeId Ds0 (0=uado joN ‘[=uodQ) ojqeLrea Awwn(g Awunp uonezIjeIoqry opei],
0002-0961 (9007) SOUOLID], puk peseld sod] Jdao o1 saniiqer] usoioy peseq-£3nba jo yo03s oy jo o1 ssouuado [eroueury
0002-0961 (9007) SOUOLID], Pue Peseld S0 dao 03 spodur pue sppodxa jo oner ayy jo 507 ssouuado oper],
¥00CT-0L61 SdAl ‘(e3eroae porad uonen[eAdq
- 1e[jop S Jod Aouaimd [euoneN) el 93uLyOXd [BUILIOU Y} JO 9IUIIP S0
(+000)0aM “(€00Z-0L6 DIAM OaM ‘IAMm (001 = 0007) Xoput 2011d IDWNSUOD YY) JO FOUIRYJIP F0] uoneyuy
(+000)0aM (€00Z-0L6DIAM OdM ‘Tam (000z$ yueIsu00) Bpdes Jod 44O (szerop up) endes 1od @D 189y
(+002)0aM (€00T-0L6DIAM OdM ‘TAMm eides sod g@o [ea1 9y Jo UL 50T o3 endeo tod 4@ [e0y
SI[QELIB A JIWOUOIIOIIBIA
pordg 3danog uonIuydq dlqeriep

eje( oY) Jo uondrsaq




APPENDIX I

48

€00T-0L61
£00T-0L61
£00T-0L61

Y00CT-1L61
Y00C-1L61
00T-0L61
200T-0L61
S00T-S661

(£002-0002) JFerS AT “6661-SL61

aseqejep Ajod
aseqejep A1jod
aseqeiep Kjod

Sreizoep| urewoy

(6661) K910 ‘uonjepunoy s3e)sy
(6661) LSO ‘UonEpPUNO] SFLILISH
(6661) AS[I0JA ‘uonEpUNOy o3eILIoH
oymusuy Joser ]

uonepuno oSejLIoy

(5007) 1983ou0zImy§ pue ueyny)

2100s A)1j04 [eINOE Ul dFueyD)
(0=98ueyo oN ‘[=03uey)) s[qeLes Awwung
Xapuj

"(€007) 1© 10 usay 99s “sjreop 104 (1 “0) Xopu[

Xapur A[I0]A-08e) LI [eInOR Ul d3uey)

S[BSIOAAI JO JoqUInN

Xopul ‘& 19 AS[IOJA] [)IM UONEpUNO ] 93eILI0H SuIuIquiod xopul aysodwoy)
xopul Arewrung

(G-0) 21098 [[RIAQ

Xopup

xapu] A31j0 Jo 93ueyo Jo Aysudjuy
xopul A1jod jo aguey)

2100s K)1104

So[qeLteA [eanrod

UONRZI[RUOIIORI JIUYIH
S[BSIOARI JO AJIsuoiu]
S[BSIOADY

Xopul AS[10JN-05e)LIoH
Xopul Josel]

9100s 93e)LIOH

X9pul ULIOJA [EIN)ON.NS

J[nejop 1qop uS1P10A0S

6661-0L61 (£007) Aeyes pue ‘eaysijy ‘eydno (Q=SISLId ON ‘[=SISLID) d[qeLIeA Awuncg SISLO Sunjueg
6661-0L61 (£007) Aryes pue ‘eiysty ‘erdnn (0=SISLD ON ‘[=SISL)) d[qeLieA Awwngg (s1s110 Aouarmnd) sIsLd sungar afueyoxyg
SAUI0IINO IIUIOUOIIOIILUI JUIIIX

poLdg 3210 uonIuydq JlqeLieA

(panunuod) vie( 3y} Jo uondrsdq




49

REFERENCES

Alesina, Alberto F. and Guido Tabellini (2005). “Why is Fiscal Policy Often Procyclical?”
NBER Working Paper 11600, National Bureau of Economic Research, Cambridge,
Massachusetts, September.

Barro, Robert J. and Jong-Wha Lee (2002). “IMF Programs: Who is Chosen and What are
the Effects?” NBER Working Paper 8951, National Bureau of Economic Research,
Cambridge, Massachusetts, May.

Ben-David, Dan and David H. Papell (1998). “Slowdown and Meltdowns: Postwar Growth
Evidence from 74 Countries,” The Review of Economics and Statistics, Vol. 80, No. 4
(November), pp. 561-71.

Berg, Andrew, Jonathan D. Ostry and Jeromin Zettelmeyer (2006). “What Makes Growth
Sustained?” Mimeo (Washington: International Monetary Fund), February.

Bulit, Ales and Javier Hamann (2003). “Aid Volatility: An Empirical Assessment.” IMF
Staff Papers, Vol. 50. No.1, International Monetary Fund, Washington D.C.

Burnside, Craig and David Dollar (2000). “Aid, Policies and Growth.” American Economic
Review, Vol. 90, No. 4, September 2000, pp. 847-68.

Chang, Roberto, Linda Kaltani and Norman Loayza (2005). “Openness Can Be Good for
Growth: The Role of Policy Complementaries,” Preliminary World Bank Paper,
forthcoming, World Bank, Washington, D.C.

Chuhan, Poonam, and Federico Sturzenegger (2005). “Default Episodes in the 1990s: What
have we learned?” in Aizenman, Joshua and Brian Pinto (eds.) Managing Economic
Volatility and Crises, Cambridge University Press, pp. 471-519.

Clemens, Michael, Steven Radelet and Rikhil Bhavnani (2004). “Counting Chickens When
the Hatch: the Short-term Effect of Aid on Growth.” International Finance, 0407010,
Economics Working Paper Archive EconWPA.

Clements, Benedict J., Christopher Faircloth and Marijn Verhoeven (2006). “Public
Spending in Latin America: Trends and Policy Challenges.” Mimeo (Washington:
International Monetary Fund), October.

Dalgaard, Carl-Johan, Henrik Hansen and Finn Tarp (2004). “On the Empirics of Foreign
Aid and Growth.” Economic Journal, 114, F191-F216, 2004.

Dollar David and Aart Kraay (2002). “Growth is Good for the Poor.” Journal of Economic
Growth. Vol. 7 (3), pp. 195-225.



50

Edwards, Sebastian (1986). “Are Devaluations Contradictory?” The Review of Economics
and Statistics, Vol. 68, pp. 501-7.

Easterly, William (2003). “Can Foreign Aid Buy Growth?” Journal of Economic
Perspectives, Vol. 17, No. 3, Summer, pp. 230-48.

Easterly, William, Ross Levine, and David Roodman (2004). “New Data, New Doubts: A
Comment on Burnside and Dollar’s ‘Aid, Policies, and Growth’,” American
Economic Review, Vol. 94, No. 3, June.

Fatas, Antonio and Ilian Mihov (2005). “Policy Volatility, Institutions and Economic
Growth,” CEPR Discussion Paper No. 5388, December, Centre for Economic Policy
Research, London, U K.

(2003). “The Case for Restricting Fiscal Policy Discretion.” Quarterly Journal of
Economics, 118, 4 (November), pp. 1419-47.

Fischer, Stanley (1993). “The Role of Macroeconomic Factors in Growth.” Journal of
Monetary Economics, 32, 3 (December 1993), pp. 485-512.

Gelos, R. Gaston, Ratna Sahay, and Guido Sandleris (2004). “Sovereign Borrowing by
Developing Countries: What Determines Market Access?”” IMF Working Paper,
WP/04/221, November, International Monetary Fund, Washington D.C.

Giavazzi, Francesco and Marco Pagano (1990). "Can Several Fiscal Contractions be
Expansionary? Tales of Two Small European Countries.” NBER Macro Annual,
pp. 75-110.

Ghosh, Atish R., Anne-Marie Gulde, Jonathan Ostry and Holger Wolf (1997). “Does the
Nominal Exchange Rate Regime Matter?” NBER Working Paper No. W5874,
January.

Gupta, Poonam, Deepak Mishra, and Ratna Sahay (2003). “Output Response to Currency
Crises.” IMF Working Paper WP/03/320, November, International Monetary Fund,
Washington, DC.

Gupta Sanjeev, Benedict Clements, Emanuelle Baldacci, and Carlos Mulas-Granados (2004).
“Front-Loaded or Back-Loaded Fiscal Adjustments: What Works in Emerging
Market Economies?” in Sanjeev Gupta, Benedict Clements, and Gabriela Inchauste,
eds., Helping Countries Develop: The Role of Fiscal Policy, International Monetary
Fund, Washington, D.C.

Hansen, Henrik and Finn Tarp (2000). “Aid Effectiveness Disputed.” Journal of
International Development, Vol. 12(3), pp. 375-98.



51

Hausmann, Ricardo and Michael Gavin (1996). “Securing Stability and Growth in a Shock
Prone Region: The Policy Challenge for Latin America.” Inter-American
Development Bank, Working Paper No. 315, January 1996. Inter-American
Development Bank, Washington, D.C.

Hausmann, Ricardo, Lant Prichett and Dani Rodrik (2004). “Growth Accelerations,”
National Bureau of Economic Research, Working Paper 11566 (June), Cambridge,
Massachusetts.

Hnatkovska, Viktoria and Norman Loayza (2005). “Volatility and Growth,” in Joshua
Aizenman and Brian Pinto, eds., Managing Economic Volatility and Crises: A
Practitioner’s Guide.” (Cambridge, NY, Cambridge University Press).

Jones, Benjamin F., and Benjamin A. Olken, (2005). “The Anatomy of Start-Stop Growth.”
National Bureau of Economic Research, NBER Working Paper No. 1152 (July),
Cambridge, Massachusetts.

Kaminsky, Graciela L., Carmen Reinhart, and Carlos Vegh (2004). “When it Rains, it Pours:
Procyclical Capital Flows and Macroeconomic Policies.” National Bureau of
Economic Research, NBER Working Paper No. 10780 (September), Cambridge,
Massachusetts.

Kose, Ayhan M., Eswar S. Prasad, and Marco E. Terrones (2006). “How Do Trade and
Financial Integration Affect the Relationship between Growth and Volatility?”
Journal of International Economics, 66, 1 (June), 176-202.

Loayza, Norman, Pablo Fajnzylber, and César Calderon (2004). “Economic Growth in Latin
America and the Caribbean: Stylized Facts, Explanations, and Forecasts.” Central
Bank of Chile, Working Paper No. 265, June. Central Bank of Chile, Santiago, Chile.

Lora, Eduardo (1997). “A Decade of Structural Reforms in Latin America: What Has Been
Reformed and How to Measure it.”” Inter-American Development Bank Working
Paper Green Series No. 348, March. Inter-American Development Bank,
Washington, D.C.

Lucas, Robert (1987). “Models of Business Cycles”. Oxford: Blackwell.

Mody, Ashoka and Martin Schindler (2004). “Argentina’s Growth: A Puzzle?” Mimeo
(Washington: International Monetary Fund).

Morley, Samuel A., Machado, Roberto and Pettinato, Stefano (1999). “Indexes of Structural
Reform in Latin America.” Serie Reformas Economicas 12. ECLAC, Economic
Development Division.



52

Perry, Guillermo (2002). “Can Fiscal Rules Help Reduce Macroeconomic Volatility in the
Latin America and the Caribbean Region?”” World Bank Policy Research
Working Paper 3080, June. World Bank, Washington, D.C.

Rajan, Raghuram and Arvind Subramanian (2005a). “What Undermines Aid’s Impact on
Growth?” IMF Working Paper WP/05/126, June. IMF, Washington, D.C.

Rajan, Raghuram and Arvind Subramanian (2005b). “Aid and Growth: What Does the Cross-
Country Evidence Really Show?” IMF Working Paper WP/05/127, June. IMF,
Washington, D.C.

Ramey, Garey and Ramey Valerie A. (1995). “Cross-Country Evidence on the Link Between
Volatility and Growth.” American Economic Review, Vol. 85, No. 5 (December),
pp. 1138-51.

Reinhart, Carmen M. and Kenneth S. Rogoftf (2004). “The Modern History of Exchange Rate
Arrangements: A Reinterpretation.” Quarterly Journal of Economics, MIT Press,
Vol. 119, No. 1, pp. 1-48.

Rodrik, Dani, 1999, “Where Did All the Growth Go? External Shocks, Social Conflict, and
Growth Collapses,” Journal of Economic Growth, 4 (December): pp. 385—412.

Sala-i-Martin, Xavier (1997). “I Just Ran Two Million Regressions.” American Economic
Review, Vol. 87, No. 2, pp. 178-83.

Srinivasan, T.N. and Bhagwati, Jagdish (2001), “Outward Orientation and Development: Are
Revisionists Right?” in Deepak Lal and Richard Shape (Eds.) Trade, Development
and Political Economy: Essays in Honor of Anne Krueger, London, Palgrave.

Ter-Minassian, Teresa (2005). “Cyclicality of Fiscal and Cyclically Adjusted Fiscal
Balances.” IMF Board Paper, SM/05/05, November. International Monetary Fund,
Washington, D.C.



