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Introduction

As a general review of the situation in Latin America and the Caribbean in 2012,
the themes recommended by the editors of this volume are economic growth and
political reform. The choice of these two sets of keywords is to find out more about
the concrete characteristics of the annual development of the region, and intended to
emphasize that the above two tasks is still generally unfinished on a global scale.

Not long ago, the former Managing Director of the International Monetary
Fund (IMF), Dominique Strauss — Kahn, paid a visit to China. The reporter of
Caifing Magazine ( Economic Periodical) , one of China’s most influential magazines, did
an interview with him. During the interview, he was not quite optimistic about the
global economic situation in 2013 on the ground that “the debt crisis in Europe and
- the financial situation of the United States will become two important risks of the
world’s economic growth”. What Kahn said undoubtedly represented the mainstream
view of the international economic circles, that the growth rate of the developed
countries will be maintained at a relatively low level for a long time, the tendency to
spread of “Japanese Disease” is also increasingly evident. Firstly, the debt remains
high, fiscal policy space is getting smaller and smaller, resulting in a serious shortage
of financial markets and public confidence in consumption. Secondly, the traditional
tools of monetary policy is basically ineffective, the so-called “quantitative easing”
and other non-traditional means are used in order to improve money flow that may
further expand the scale of public debt and increase the national credit crisis. Thirdly,
the aging of population and the double effect caused by the gradual disappearance of
demographic dividend and the arrival of the peak for social security payment will
economic recovery more difficult. Fourthly, domestic politics have become even
more polarized, with all parties reluctant to form a consensus on major economic and
social reforms, delaying the opportunity for structural adjustment in order to maintain
the balance of powers.

At the same time, Kahn also emphasized, “The driving force of the economy is
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Introduction ‘ ;l

confidence, so it will be very difficult to maintain the economic growth without
confidence”. Against the sluggish recovery of the United States and European
economies, as well as its continual impact on the confidence in the global market, he
was optimistic about the developing countries, especially emerging economies that
will continue to take the lead in future global economic growth. He pointed out that
“the situation in Latin America is quite good”. In a sense, Kahn’s optimism does
have a sound basis. At the end of 2012, the Yellow Book of World Economy,
released by the Institute of World Economics and Politics, Chinese Academy of Social
Sciences, says that the average growth rate of 3% for the world economy at market
exchange rates seems more conservative than the estimates by the World Bank and the
International Monetary Fund, but it is “closer to real situation of the world
economy”. According to the latest estimates released by United Nations Economic
Commission for Latin America and the Caribbean (ECLAC) , among 33 countries in
Latin America and the Caribbean the economic growth rate of 20 countries are more
than 3% in 2012.

In “Economic Development in the LAC Region” , we learn that it was not so
easy for the region to maintain overall stability and progress. Due to sluggish demand
in the traditional markets such as Europe and the United States in 2012, China’s
import demand was falling after its economic growth slowed down, while the overall
growth rate of merchandise exports in Latin America and the Caribbean continued to
decline, the growth rate of larger economies such as Brazil and Argentina remained
low, current account deficit was serious because international commodity prices fell
sharply. Although Panama and other small economies achieved growth of up to
10. 5% , it was difficult to offset the negative effects caused by Brazil’s low growth
rate, which accounts for 45 percent of nominal GDP in the region. Nevertheless,
the 2012 fiscal revenue in the countries of Latin America and the Caribbean continued
to grow, accounting for 24.3% of GDP; nearly half of the national currency
appreciated by 2. 7% on average; employment rate and wage growth continued to
rise. Central America and the Caribbean have become the growth leader in the
region. Its macro-control capacity, financial situation, and the level of cooperation
with foreign countries have significantly improved. Social Development in the LAC
Region also confirms that from another side. The authors of the Report find that social

spending in Latin American countries affected by the Economic Cycle is no longer
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