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INTRODUCTION
News Dispatches from the Twenty-First Century Latin American Economy


“LATIN AMERICA’S PROSPECTS DIM, Again.”

So read a headline in the 26 August 2019 issue of the Wall Street Journal, the premier financial daily in the United States. The title encapsulates, almost perfectly, a widely observed attitude regarding the possibility of economic good times in Latin America, an attitude of pessimism, of resignation. The fatalism contained in the comma, followed gloomily by “… again,” is a fatalism frequently encountered in the business press in the United States, and just as frequently in Latin American media.1

It is the contention of this book that the economic history of Latin America in the twenty-first century, though as checkered as the pessimists might suggest, nevertheless contains several encouraging inflection points, some more consolidated, others still incipient. Twenty-some years into the new century, those ever-promised economic good times still lie more in the future than in the present, but this history is meant to provide a case for guarded optimism.

To provide a sense of the ups and downs of Latin America’s economies in this period, let’s scan fifteen news flashes to complement that baleful August 2019 dispatch.

20 December 2001: Argentina’s President Declares a State of Emergency Amidst Unrest. As political protests and widespread looting of supermarkets broke out in the cities of Córdoba, Rosario, Concordia, Mendoza, and several neighborhoods of the capital, Buenos Aires, President Fernando de la Rúa declared a state of emergency, giving the government extraordinary powers. In some cities there were reports that police stood by as protestors pillaged stores; in others, the authorities’ response was harsh, and news of fatalities circulated. “We are stealing because we have to,” an out-of-work custodian told a reporter. “The looting is not about hunger,” a government minister countered, “they are stealing alcoholic beverages. This is a political matter.” The backdrop for the unrest was economic decline, including high unemployment and a series of increasingly desperate measures taken by economy minister Domingo Cavallo, including wage cuts for government workers and capital controls in hopes of averting a banking crisis. Cavallo abruptly stepped down at midnight the night before, and signs that the government was not meeting interest payments on its public bonds, presaged a possible default on its $132 billion debt (Krauss 2001).

26 November 2004: Chinese President Hu Jintao Makes State Visit to Argentina, Brazil, Chile, and Cuba, Emphasizing Economic Ties. En route to the Asia-Pacific Economic Cooperation (APEC) summit meeting in Santiago, Chile, Chinese president Hu Jintao met with leaders in Argentina, Brazil, and Cuba. The emphasis was on increasing trade and investment ties, just a few short years after China’s entry into the World Trade Organization (WTO). Hu announced as much as $30 billion of Chinese investment in infrastructure, mining, and agricultural development in Latin American countries, with a view to securing reliable access to supplies of soybeans, copper, and other commodities. Argentina and Brazil, the largest economies among the countries Hu visited, agreed to classify China as a “market economy,” allowing freer movement of goods and services among those trading partners. It was also announced that Chile and China would begin the negotiation of a bilateral trade agreement, the first between China and a Latin American country. Foreign Minister Li Zhaoxing, who accompanied Hu, declared that “distance cannot separate true friends who feel so close even when they are thousands of miles apart” (Casey 2004; Rohter 2004; Ministry of Foreign Affairs, China, 2004).

1 March 2005: Leftist Physician Tabaré Vázquez Elected Uruguay’s President, Indicative of a “Pink Tide.” Tabaré Vázquez, candidate of the left-wing Frente Amplio, was elected president, wresting power from the long-standing Colorado Party (founded in 1836), which had governed continuously since the end of the military dictatorship in 1985. Frente Amplio senator José “Pepe” Mujica (who would succeed Vázquez as president) offered this assessment of the new government’s ideology: “We have changed because the world has changed. We live in a unipolar world in which attempts at socialism have failed and there are no alternatives. We have to take a pragmatic line.” The New York Times noted that Dr. Vázquez’s election followed a succession of elections of left-leaning governments to power across the region, in countries including Venezuela, Chile, Brazil, Argentina, Ecuador, and Bolivia. In what would become a label for this historic movement, Times reporter Larry Rohter mused, prophetically, that this represents “not so much a red tide as a pink one” (Rohter 2005).

29 October 2006: Leftist Lula Reelected as Brazil’s President, Global Capital Markets Do Not Blink. Luiz Inácio Lula da Silva, incumbent presidential candidate for the left-wing Workers Party in Brazil, faced off against a roster of contenders, led by Geraldo Alckmin, former governor of São Paulo, representing the centrist2 Brazilian Social Democratic Party (PDSB). Polling put Lula ahead of Alckmin through the summer, and the two headed to runoff following their first-and second-place finish in the first round of voting on 1 October. Lula’s lead in the polls climbed steadily after the first round, and he won the second round handily with 60.8 percent of the vote on 29 October. Throughout the lead-up to the elections, global investment banks were unfazed by the prospect of a second Lula government. Citigroup wrote to its customers that “whoever wins the election, the broad tenets of macroeconomic policies, including fiscal responsibility, inflation targeting, and a floating exchange rate, likely will remain in place.” The average of the banks’ recommendations to their customers regarding Brazilian government bond remained positive (that is, “overweight”) and steady, and these recommendations improved in the months following Lula’s reelection. This stood in stark contrast to the banks’ recommendations leading up to Lula’s first election in 2002. Goldman Sachs warned its customers at that time that “the incoming administration is poorly prepared to tackle the hard challenges of restoring confidence, stabilizing the stock of net public debt, and simultaneously engineering a recovery of economic activity.” Investment banks’ average recommendation on Brazilian bonds plunged into negative (“underweight”) territory throughout 2002 and fell further in the early months of the PT government, placing significant constraints on the government’s capacity to issue new debt.3

24 January 2008: Argentina’s President Calls the Global Recession “The Jazz Effect,” Points Finger at United States. Argentina’s leftist president Cristina Fernández de Kirchner, addressed the global financial crisis, and located its roots in the US economy: “We could call this crisis the ‘jazz effect.’ We’ve seen the tequila effect, and the caipirinha effect, depending on the origins of the market movement. Today it comes from the North—what used to be a model.” The tequila effect refers to the 1994 financial crisis in Latin America unleashed by a botched devaluation of the Mexican peso; the caipirinha effect, to the contagion unleashed by a Brazilian financial crisis in 1998. Rather than emanating from Latin America northward as in the past, the Jazz Effect spread from the United States to the south. President Fernández de Kirchner furthermore held up her leftist economic strategy, meanwhile, as a saner alternative to the precarious US economic model, pointing to vigorous growth, surging exports, and declining unemployment. “In the face of the jazz effect lashing the world,” she noted, Argentina offered “the consistency of a model in which, in addition to exporting and building, is giving shape to our own vision and a means of engaging with this globalized world” (La Nación 2008).

7 February 2009: Bolivia Promulgates a New Constitution Which Grants Rights to Mother Earth. In the city of El Alto, President Evo Morales led a ceremony to mark the entry into force of a new constitution. Morales, the first Indigenous executive of a country with one of the largest Indigenous minorities in Latin America, and a former coca farmer, declared the new constitution a “new independence for Bolivia.” Among the most striking and novel elements of the new charter was its Article 33, which granted constitutional rights to Mother Earth, echoing Morales’s frequent evocation of “Pachamama,” the Earth divinity of Inca cosmology. The rights of nature would be further clarified by laws passed in 2010 (“Rights of Mother Earth”) and 2012 (“Framework of Mother Earth and Integrated Development to Live Well”). According to the 2010 law, “Mother Earth [la Madre Tierra] is the dynamic living system made up of the indivisible community of all life systems and living beings, interrelated, interdependent, and complementary, that share a common destiny.” Together with a new 2008 constitution in Ecuador, which similarly granted rights to nature, the Bolivian charter departed in significant ways from the more common granting of rights to individuals (or to firms) and represented an attempt to incorporate Indigenous ideals into national law (Vaca 2009; Harris 2021).

16 December 2009: Moody’s Qualifies Peru’s Foreign Debt as Investment Grade. The credit-rating agency Moody’s, following earlier upgrades by Fitch and Standard & Poor’s, rated Peruvian dollar-denominated bonds and loans at investment grade. “As with other sovereigns that have been recently upgraded, the decision to raise Peru’s foreign currency ratings was driven by indications of increased shock-absorption capacity relative to similar or higher-rated sovereigns,” according to Moody’s. The improved assessment of Peru’s government finances pointed to the successful initiative of President Alan García’s finance minister Luis Carranza to accelerate the reduction of the country’s foreign indebtedness, and to promote macroeconomic stability in the midst of the global financial crisis. This was a far cry from President García’s first term as executive in the 1980s, when the country was beset by hyperinflation and defaulted on its foreign debt. Minister Carranza indicated that the higher credit ratings would lower the country’s borrowing costs and foster economic growth (Velez 2009).

24 January 2011: Colombian President Santos Predicts a “Latin American Decade” in an Address to the OECD. Colombian President Juan Manuel Santos made the case that the world was witnessing the dawn of a “Latin American Decade.” Abundant natural resources, reformed and stable financial sectors, and coherent fiscal and monetary policy making added up, in Santos’s reckoning, to a positive prognosis for the region in a global context of lingering recession in the United States and Europe. He pointed out that Latin American governments had managed the global financial crisis more ably than many European countries, as they had “already put in place many of the regulations and controls that Europe had never had to put in place, because it had never experienced any crisis, or the crises had been very weak, very small. We, on the other hand, have experienced very deep crises, and we learned the hard way.” Santos foresaw vigorous inflows of portfolio and investment capital and bolstered trade relationships that would maintain historically high growth rates and transform Latin American societies in beneficial ways. The setting for Santos’s speech—at Bercy, the French Finance Ministry, at a gathering convened by the Organisation for Economic Co-operation and Development (OECD)—was significant. Santos made no secret of his ambition that Colombia be invited to join the OECD, a confirmation of gaining admission to the ranks of the high-income industrial democracies, or, in unfortunate shorthand, the “rich countries’ club” (Colombia would become the thirty-seventh member of the OECD in April 2020) (Delcas 2011; Santos 2011; OECD n.d.).

2 July 2012, Mexico’s Partido Revolucionario Institucional Elected to Power Following Two Terms by the Long-Time Opposition Party. Former governor of Mexico State Enrique Peña Nieto took an early lead in voting for the Mexican presidency, nudging out rival candidate Andrés Manuel López Obrador (known as “AMLO”). Peña Nieto was criticized for citing the early projections by the official elections agency as confirmation of his victory. López Obrador would meanwhile bring forward claims of irregularities, with the support of protestors, and a recount would confirm Peña Nieto as the contest’s winner. These controversies aside, the presidential election of 2012 marked a milestone in the peaceful transition of power. Peña Nieto’s party, the PRI, had held power continuously between 1929 and 2000, when Vicente Fox, Guanajuato governor and candidate of the long-time conservative opposition party, the Partido de Acción Nacional (PAN), was elected president. Fox was succeeded by another PAN president, Felipe Calderón, who served until Peña Nieto. Thus the 2012 elections witnessed the transfer back from the PAN to the PRI. In the next presidential elections, in 2018, AMLO would be elected at the head of an entirely new party, known as Morena. While all of these changes in political platforms generated their share of debates and rancor, the twenty-first century has been one of consolidation of democratic practices, notably the peaceful transfer of power, in what was, not long before, effectively a single-party state (Ellingwood and Wilkinson, 2012).

22 May 2013: Fed Chief Ben Bernanke Tells US Congress that the Central Bank Will Taper its Purchases of Financial Assets, Setting Off “Taper Tantrum.” Appearing before the US Congress’s Joint Economic Committee, Federal Reserve System Chair Ben Bernanke stated that “If we see continued improvement [in economic conditions] and we have confidence that that’s going to be sustained then we could in the next few meetings … take a step down in our pace of purchases.” This was the first signal that the Fed intended to move away from its aggressive “quantitative easing” policy. Pursued by the Fed and other rich-country central banks, quantitative easing centered on huge central-bank purchases of financial assets, which had the effect of increasing the money supply, lowering interest rates, and—it was hoped—promoting economic recovery from the global financial crisis. The threat of slowing (not reversing) this expansionary monetary policy led to a sudden sell-off in bonds and stocks in the United States, and tighter financial conditions. The International Monetary Fund (IMF) warned that this “Taper Tantrum” would reverberate in emerging economies, including in Latin America and the Caribbean: Bond yields in Latin America fell even more steeply in response to the 2013 Tantrum than did US bond yields, and capital inflows into the region also fell substantially (Reuters 2019b; Klemm et al. 2014).

20 June 2013: Across Brazil, One Million Protest Rises in Public Transport Fares. On 2 June 2013, the fare for riding a bus or the subway in São Paulo was raised from R$ 3 to R$ 3.2, a move met with immediate protest. Four days later, 2,000 protesters voiced their disapproval along the Avenida Paulista; by 17 June, the protest swelled to 65,000 in São Paulo, blocking major arteries, while in Brasília, protestors occupied the National Congress. On the 19th, the fare increase was reversed (and fares in Rio de Janeiro reduced as well), but too late to stem the growth of the movement the initial price rise engendered. Approximately one million Brazilians—300,000 in Rio alone—marched on 20 June in various cities of the country. Before long, protesters linked their demands with condemnation of sizeable public spending to host the 2014 World Cup and the 2016 Summer Olympics; the opening of the World Cup in June 2014 would be met with renewed demonstrations.4

17 December 2014: US President Obama Moves to Normalize Relations with Cuba. US President Barack Obama shocked the political world internationally and domestically, when he announced that the United States and Cuba had been engaged in secret negotiations for eighteen months, and were poised to reestablish diplomatic relations, which had been severed in the aftermath of the Cuban Revolution in 1959. “These 50 years have shown that isolation has not worked,” Obama told the American people, from the White House: “It’s time for a new approach.” For his part, Cuban president Raúl Castro told Cubans he looked forward to dialogue on “profound differences” between Cuba and the United States, “particularly on issues related to national sovereignty, democracy, human rights and foreign policy.” Indeed, the two countries stood at opposite ends of an economic policy spectrum, between a liberal market orientation and a Communist command economy. The American blockade of Cuba was furthermore a central component of the country’s Cold War foreign policy in Latin America, emblematic of US hostility to revolutionary socialism in its “backyard,” and a perpetual source of criticism for political parties and political actors of many orientations throughout the region (DeYoung 2014).

3 April 2020: The Covid-19 Dead Pile Up in the Streets of Guayaquil. Only weeks after the novel coronavirus appeared in Ecuador, it quickly overwhelmed the capacity of the public health system in Guayaquil, the country’s largest city. With hospitals and morgues beyond capacity, people in Guayaquil were forced to abandon their dead in the city streets. Guayaquil’s mayor, Cynthia Viteri, despaired: “What is happening in the country’s public health system? They are not taking away the dead from houses, they’re leaving them on the sidewalks, they’re falling in front of hospitals. No one wants to pick them up … we need to know the causes of why people are dying in their homes.” It is not clear how many of the dead succumbed to Covid-19 or were unable to receive treatment for other fatal maladies. President Lenín Moreno was frank about the lack of information: “It’s important to tell the truth … both the number of cases and deaths, the records fall short” (Gallón 2020).

7 October 2021: Satellite Imagery Reveals the Extent of Amazon Deforestation for Commodity Extraction. Nature magazine reported the results of analysis of thirty-six years’ worth of Google Earth Engine data by an academic/private sector/NGO group called MapBiomas. Deforestation is led by illegal mining operations (particularly gold) and clearing for cattle raising, activities symptomatic of the “reprimarization” of the Brazilian and other Latin American economies in the twenty-first century. Illegal mining incursions increased fivefold (in terms of land area affected) in the ten years prior to the publication of the report. “We kind of knew that this was happening, but to see numbers like this is scary even for us,” said the lead scientist of the MapBiomas team. Deforestation of the Amazon has been met with street protests and legal challenges by the Indigenous people whose land and livelihoods have been affected by deforestation and encroachment of mining and cattle raising. The pace of incursions shot up sharply under the government of far-right populist president Jair Bolsonaro, whose stated position was that Indigenous people in Brazil controlled “too much” land (Tollefson 2021).

11 January 2024: Argentinian Inflation Tops 200 Percent, as an “Anarcho-Capitalist” Assumes the Presidency. Argentina skirted into hyperinflationary territory during the 2023 electoral cycle, and inflation was exacerbated by the first measures enacted by “anarcho-capitalist” President Javier Milei. These included a sharp devaluation (which raised the price of imports for Argentinians), and an elimination of some price controls put in place by his predecessors. In contrast to the IMF’s October 2023 forecast for end-of-year 2023 inflation of 136 percent annually, official data suggested that the 2023 rate was in fact 211 percent, the highest in Latin America, surpassing the rate of inflation in Venezuela. In December 2023, prices of goods and services rose 30 percent; health costs, 32.6 percent; transport costs 31.7 percent; and food, 29.7 percent. The IMF tentatively praised the measures undertaken by the new Milei administration but cautioned that its continued support was conditional on “continuous and enduring implementation” of fiscal adjustment (Nessi 2024; Criales 2024).


Making Sense of the Twenty-First Century Latin American Economy

Even with a mere fifteen news dispatches, it is difficult to weave a simple narrative from these disparate threads. The reflexive pessimists would point out that our selection begins and ends with crippling economic crises in Argentina, in keeping with the fatalist version of the region’s history. But what then to make of Argentina’s left-populist president in the middle of the story, confidently boasting that its booming economy had proven superior to that of the United States, mired in the global financial crisis? Or Colombia’s center-right president (and future Nobel Peace Prize winner) Juan Manuel Santos proclaiming the dawn of a “Latin American decade”? And speaking of leftist presidents, many came to power during these years, including onetime Tupamaro guerrilla leader José Mujica, quoted herein calling for pragmatism. The same pragmatism, perhaps, that led international capital markets to peaceably accept longtime firebrand Lula in the Brazilian presidency, and to rate once-hyperinflationary Peru’s public debt as investment grade. An ephemeral rapprochement flickered into view between the standard-bearers of the polar extremes of models of politics and economics in the hemisphere: the globalizing United States and revolutionary Communist Cuba. Whatever the ultimate balance of steps forward and steps back, even the pessimists would have to acknowledge that this century has not been business as usual in Latin America.

The Brazilian economist Laura Carvalho wrote a book about the recent economic history of her country entitled Valsa brasileira: Brazilian Waltz. It’s organized around an elegantly simple and delightful narrative structure. Her story unfolds as a series of dance moves in the waltz of the book’s title: a step forward (the administration of President Luiz Inácio Lula da Silva, 2003–2010); a step to the side (President Dilma Rousseff, 2011–2016); and a step backward (President Michel Temer, 2016–2018).

The larger Latin American waltz analyzed in the pages that follow similarly traces a series of steps, and half steps, forward and back. At the risk of spoilers, here are the four principal elements to the story.

1. One step forward, a half step back: Two episodes of economic growth, each ending in a global crisis. The first growth spurt was quite rapid by historical standards (2003–2008), the second more volatile and less spectacular (2011–2019). Both ended in global crises. The first—the global financial crisis—was shorter and shallower in Latin America than it was elsewhere, notably in the rich countries of the OECD. The second—Covid-19—was sharper, deeper, and more deadly in Latin America than most other parts of the world.

2. A half step forward, a full step back: the reprimarization/deindustrialization binary. Many countries in the region experienced what is called locally a reprimarización: an increase in the share of commodities—copper, soybeans, lithium, petroleum and so on—in the export mix of many countries. This has been driven by the insatiable demand of Chinese industrialization, much more intensive in metals than other homologous processes in history. Many countries became even more exposed to the volatility of commodity prices and perhaps to the long-term tendency of commodity prices to fall relative to manufacturing prices (an argument explored in chapter 2). The commodity boom brought with it a boom in tax receipts for a while, making ambitious government projects possible. Nevertheless, a contentious political and social debate has emerged around this neoextractivismo, focused on the environmental degradation and political repression it engenders, among other consequences. Reprimarization, meanwhile, was accompanied by a sharpening of the decline in importance of manufacturing in national output; this trend, in turn, foreclosed opportunities for growth in incomes and productivity.

3. One step forward, a half step back: Declining income inequality. Many researchers have demonstrated a downward trend in economic inequality, which they attribute to a new generation of social policies, and to the reduction of the so-called “skill premium” for wages earned by higher-skilled workers. This shrinking skill premium is related to reprimarization: Labor demand for less-skilled workers (particularly in the commodity sector) has grown more rapidly than for higher-skilled workers, thus reducing the wage gap between the two groups and with it, income inequality (more on this in chapter 8). There has nevertheless been a significant uptick in inequality in the face of Covid-19, the impact of which also revealed many stark long-standing dimensions of inequality.

4. One step forward, a half step back: Improved economic governance, particularly in fiscal policy. This century has witnessed a complex transformation of the characteristics of governance, of the quality of public policies, especially macroeconomic and social policies. Javier Santiso (2005) has called this style of governance possibilism. Possibilist governments are pragmatic, and perhaps less ideological than the governments in previous decades. Possibilism in its classic form features fairly orthodox macroeconomic policy, which reassures and even encourages international investors. Alongside this macroeconomic orthodoxy, there are not-so-orthodox elements, such as ambitious social policies like the Brazilian Bolsa Família, Juntos in Peru, Progresa/Oportunidades/Prospera in Mexico, and Chile Solidario, all of which had significant impacts on reducing poverty and inequality (see above).

The book is divided into three parts. Part 1 provides historical and economic background, including a swift overview of the colonial and nineteenth-century economic history of Latin America, and a slightly less swift look at the latter half of the twentieth century. Part 2 proceeds through the phases of the economic history of the twenty-first century, with a sustained focus on economic growth and the balance of payments. Part 3 broadens the coverage from growth to consider other dimensions of development during the current century, including structural transformation of the economy, inequality, public finance, the quality of economic governance, and lessons from the first quarter of the century for the future.



For Whom Is This Book Written?

I wrote this book for people like the students I have taught over the last twenty-five years at the Middlebury Institute of International Studies at Monterey, California, at Sciences-Po campuses in Paris and Bordeaux, and at Dalhousie University in Halifax, Nova Scotia. Overwhelmingly, these have been masters-level, interdisciplinary, and professionally oriented students. Not all such students have had extensive training in economic analysis, and the pages that follow presume a lower level of technical background in economics than would be found among readers in graduate economics programs, commercial banks’ research divisions, central banks, or ministries of finance.

But let me be explicit: This is a book for economists, too. Working economists will, I hope, find stimulation and the seeds of debate in the arguments I have proposed. Moreover, teachers and students of economics will find ample material for more sophisticated further reading and reflection in the notes and references. And I hope my fellow economists will appreciate an economics book attuned to politics and history and other disciplinary currents.
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HISTORICAL BACKGROUND









CHAPTER ONE
An Introduction to Latin America




Five Keys to Latin America’s Economic History

Mexico City’s Palacio Nacional was built in the sixteenth century to house the seat of government of the viceroyalty of New Spain. Centuries later, in the aftermath of the Mexican Revolution of 1910–1917, the muralist Diego Rivera decorated the corridors of the palace’s courtyard with masterful revolutionary frescoes. The Rivera murals depict the grand sweep of Mexican history, from scenes of Indigenous civilizations all the way to the struggles of the early twentieth century, with Karl Marx in the role of Moses, pointing the working classes to Mexico’s future. In the northeast corner of the courtyard, in the last mural that he painted in the palace, Rivera situated a violent depiction of the Spanish conquest at Veracruz on Mexico’s eastern coast. The scene illustrates many horrible cruelties of the conquistadores, led by Hernán Cortés: murdered Indigenous people swing from the trees; another is tortured in the painting’s foreground, his face about to be branded with a hot iron (another man already bears the brand on his cheekbone); still other Indigenous men are marched off under the weight of some of the huge, felled trees that lie about. Mounted Spaniards drive all manner of Old-World livestock through the scene, while others of their compatriots inspect samples, apparently of mineral wealth, borne by pick-wielding Indigenous men. A lone African man in irons is held by a group of soldiers, presaging the generalized enslavement of Africans in the New World to come. A baby bundled on the back of an Indigenous woman looks directly at the viewer with blue-green eyes, representing the mixed-race population that would dominate the formerly Indigenous geographies of Central and South America, and hinting at sexual violence. A syphilitic Cortés, accompanied by a Catholic priest, stands aside a large cross, a reminder of the evangelizing mission that went hand in hand with military conquest. Rivera’s mural is part of a larger movement in Latin American artistic and intellectual history, underscoring the brutality of the conquest, and its long-lasting consequences for the peoples of the region.1

Standing before Rivera’s mural, one can muster some sympathy for the reflexive Latin America pessimists encountered in this book’s introduction: those who are resigned to eternally poor economic performance in the region. Indeed, many of the economic ills we debate today, in the twenty-first century—a colonial overhang, a dependence on commodities, vast inequalities, antidemocratic governance—were all there, back in the sixteenth century. The vigor of Rivera’s representation, executed in 1951, suggests that he considered many of those same ills to be present in the middle of the twentieth century too. Surely, the reflexive pessimists will conclude, the region will never overcome these obstacles.

This book argues, in contrast, that many actors in the twenty-first century—leaders, governments, parties, social movements, businesses, working people, researchers—made important strides forward in the long struggle to address and transform the Latin American ills decried by the reflexive pessimists. To gauge more accurately this forward progress, a clearer depiction of the long-standing historical background will be useful. This introductory chapter accordingly provides a lightning-fast overview of five fundamental themes that course through the region’s history, with a view to informing the more detailed look at the current century that comes later. The chapter closes with a specification, historical in part, of what exactly is meant by “Latin America” as a geographical term, in the pages that follow.

Key #1: The Colonial Heritage. As an economic, social, political region, “Latin America” was born of the conquest of the Indigenous populations of Meso-and South America by the Iberian powers beginning in 1492 (as illustrated in part by Rivera’s mural in the Mexican Palacio Nacional). Iberian dominance would remain in place until the struggles for independence in the early nineteenth century. Latin America’s insertion in the world economy therefore was not intended to promote the region’s—or its peoples’—economic and social progress, but rather to extract wealth for the metropoles, Spain and Portugal. This extractive model stands in contrast to modern understanding of international trade, which proposes a model of exchange with mutual benefits for all participating economies. Princeton historians Stanley and Barbara Stein’s masterful and still-useful 1970 synthesis of the colonial legacy, The Colonial Heritage of Latin America: Essays on Economic Dependence in Perspective, illustrates that the long colonial centuries witnessed the creation of formal and informal institutions with very long half-lives. The legacies of those institutions recur in the description of the four remaining keys below.

An important part of Latin America’s colonial legacy are the scars of the considerable violence involved in shaking off the mantle of colonial rule in the early nineteenth century. This involved armed struggles pitting criollo armies against imperial forces. But it extended to decades of within-Latin America wars and domestic conflicts, as well as repeated foreign invasions and interventions, an aftermath of colonialism, as new political forces sought to take shape and control of the territory. Historian John Coatsworth (1978) provides telling statistics of the economic toll of the tumultuous nineteenth century, comparing the United States and Mexico. In 1800, prior to its independence, Mexico’s national income was just over half that of the United States, and its income per capita—an indicator explained in greater detail in the following chapter—was just under a half of the US level. By the end of the century, Mexico’s national income was a meager 2 percent of that of the US, and its income per capita stood at one-tenth its northern neighbor’s. A big part of the divergence in standards of living between the United States and Mexico—and to varying degree, other parts of Latin America—stems from the ruinously costly struggles for independence and their aftermath over the course of the nineteenth century.

Latin America’s independence from Spain and Portugal preceded the liberation of European colonies in Asia and Africa by more than a century. Nevertheless, even without a formal imperial metropole, Latin American countries suffered under the neocolonial power of the United Kingdom, first, and the United States subsequently. Corporations from the Anglo-American countries, backed by the implicit and explicit exercise of power by their governments, derived lopsided benefits from trade and investment relationships with Latin American countries.2

Key #2: Inequality. The colonial period was marked by a concentration of landed property—the principal form of wealth—in few (Spanish and Portuguese) hands, which gave rise to a concentration of wealth higher than in virtually all parts of the world and throughout the modern era. At the same time, the colonial powers deployed severely repressive forms of labor mobilization, some of them painted by Rivera in the corridors of Mexico’s Palacio Nacional, ranging from the enslavement of Africans to systems of forced labor of Indigenous peoples, to varieties of serfdom of European immigrants in the nineteenth century.

Economic historian Rosemary Thorp (2012) of Oxford University argues that the historical sources of contemporary inequality in Latin America derive from differing political and economic responses to labor shortages in the region’s nineteenth-century export-oriented growth era. Thorp’s taxonomy includes three groups of countries. Argentina, Chile, and Uruguay attracted European immigrants. Brazil, Mexico, Cuba, as well as parts of Peru, also relied on immigrant labor, but under more brutal working conditions than in the first group of countries. A third group, including Andean countries and Guatemala, deepened abusive systems of labor coercion among sizeable Indigenous populations.

In all three groups of economies in Thorp’s typology, the evolution
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