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INTRODUCTION 

 

On Development 

Development, as Amartya Sen puts it in his Development as Freedom is “the process of 

expanding the real freedoms that people enjoy”1. This translates to more than GDP 

growth, or modern institutions and high-tech factories, it means to expand every aspect 

of society. Sen argues that, yes, higher incomes can be helpful to achieve this, but it is 

equally important to have a wider access to education, health care, water or electricity. 

But Sen not only focuses on material necessities, he also gives importance to abstract 

needs. For example, the respect of civil rights.  

Per Sen, development is the absence of unfreedoms, hence development policies must be 

oriented at targeting those unfreedoms. Unfreedoms can be anything that limits a person´s 

potential action in society, per say, poverty, lack of social security, no access to proper 

education or health care, and many more. To address this issue, these policies should be 

initiatives taken by the government of a country, or suggested -though they can be 

imposed as well- by foreign countries or international organizations. In order to make 

development policies work, there are two necessary ingredients that Sen considers 

indispensable. First, there needs to be economic prosperity. Most unfreedoms are caused 

because people do not have the necessary means to exploit their talents, and they are left 

with hunger, illnesses and no shelter. The second condition is a favorable political 
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environment. Unfreedoms can be caused, as it will be seen, because politicians are not 

interested in working for the wellbeing of the people.  

 Given this information, this paper will try to evaluate the development policies with 

which the Kirchner administrations (2003-2015) used to “increase” such freedoms in the 

international market. Considering this part of the economy, this translates to giving 

everyone the capacity to fully exploit their business options. Giving the people the 

“freedom” to fully exploit the benefits of globalization means that there must be sound 

access to money, favorable environment regarding the openness to markets, the necessary 

intervention from the government in the economy -enough intervention to create such an 

environment, but not as much as to take limit the options people have in the market-, and 

the proper legal system to ensure that property, as well as contracts, will be respected. 

This paper will give emphasis to both, the economic and civil rights part. 

Background 

The Argentinean economy 

The Argentinean economy has seen various periods of prosperity and crises throughout 

its history. The last few years of the 20th century saw an expansion of the Argentinean 

economy. GDP grew at high rates, imports and exports increased in their percentage share 

of GDP, more foreign money came as direct investment and more capital was generated 

inside the economy2. This heaven was not meant to last, though, and it soon collapse on 

its own weight.  

In an ever-shrinking world, countries must find a way to cooperate with one and another 

to fully grasp the fruits of globalization. The idea behind is that by enhancing collective 

work, there are more than just economic benefits to enjoy. For example, the European 

Union was created to reduce the likelihood of Europe ever engaging in a devastating war 

again. What started as common market to carbon and steel has turned into the largest 

common market in the globe. The EU now works with free movement of capital, goods, 

services and people, and the economic prosperity -just as the social one- has seen itself 

skyrocket.  

Latin America is currently on the road to something similar. MERCOSUR (Mercado del 

Sur), of which Argentina was one of the founders, is an economic union between 6 Latin 

American countries (Argentina, Brazil, Paraguay, Uruguay, Venezuela and Bolivia), 

which attempts to promote growth in the economic aspects, as well as in the social ones, 

for example, free movement of people 3. Nevertheless, given the unstable political, as 

well as economical, phases most of the members are currently going through, 

MERCOSUR is not going in the right direction, and is still a considerable distance away 

from its counterpart, the European Union.  

Argentina has seen some difficulties in integrating itself into the global markets, partly 

due to the populist rhetoric of its most recent governments. The final decades of the 20th 

                                                           
2 (Bank, 2016) 
3 (Mercosur, 2017) 



 
 

2 

century saw Argentina through heavy political turmoil, having a military dictatorship in 

the 80s and a very unstable democracy during the 90s. Taking the Economic Freedom of 

the World (EFW) Index as a reference, the score throughout the 80s and 90s Argentina 

had in the area regarding Freedom to International Trade was 4.62 and 4.4 respectively 
4. This can be contrasted with data from the World Bank DataBank, looking at the 

evolution of imports and exports growth Argentina had during these years. From 1980 to 

1999, Argentina never passed 15% of exports, nor imports, as a part of GDP. The growth 

presented by both variables shows a great volatility, with a standard deviation in exports 

of 9.12 and 30.33 in imports. Indeed, the evolution these numbers present shows how 

Argentina´s entry into global markets has being tough. Nevertheless, the tables seemed 

to turn with the century. As of the year 2000, Argentina´s score for the same category in 

the Economic Freedom of the World Index was a 7.6 5. This supported with the 

information of the World Bank, which shows how from the period of 2001-2005, alone, 

Argentina´s exports more than doubled, and imports saw an increase of over 70% 6.  

Populism  

In a brief definition, populism is the political movement that appeals to the masses by 

attacking the wealthy part of society. Miguel Angel Mieres defines the populist path as 

“that which bases it power in the political dominance of the masses, the poor of society, 

and establishes a profound relationship with those on top that are willing to reaffirm their 

power in a mutual beneficial relationship.” 7  

Jan-Werner Muller in his work What is Populism?, describes the populist rhetoric as 

having key features that make it unique. First, populists declare that “they, and they alone, 

represent the will of the people.”8 This means that populist leaders, such as Trump or the 

Kirchner, claimed to represent the true Americans or Argentineans. This could seem 

rather baffling, since there is no clear definition as to what is a true Argentinean. The best 

way to explain this is through example. Hitler considered the Aryan people to be the 

“true” people, and nothing else. Populism is applied to this context, to a lesser degree, of 

course, and not through races- in the case of Argentina, though in some other it is-, but 

through political ideals. The Kirchner considered that the “true” Argentinean people were 

those who were in accord with their policies. In the case of Argentinean populism, this 

meant those who supported protectionist policies. As it will be explained later, this 

characteristic came as a result of the failure to implement, to a considerable degree, the 

reforms suggested by the Washington Consensus. The analysis of the variables will show 

how the Kirchnerismo -term used to define their movement- was aimed, as all populism, 

to make a specific class of society prosper at the expense of the rest. This class of society 

                                                           
4 (James , Robert , & Joshua , 2015) 
5 Idem 
6 (Bank, 2016) 
7 Mieres, M. Á. (2015). Argentina, una irresistible persistencia populista. In M. Á. Mieres, 

Argentina, una irresistible persistencia populista (p. 307). Buenos Aires: Henry Odell. 

8 (Muller, 2016) 
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was composed by the close friends the Kirchner made in their time of power, such as 

Lázaro Báez, Osvaldo Sanfelice, and those who supported their ideals.  

This characteristic of populism sets the foundation for their particular political discourse. 

Since populists claim to represent the “one and only people”, any form of contestation is 

considered to be not against a government, but against the people directly, antipatriotic, 

per say. Hence populism admits little, to no, forms of complains against their plans of 

action. Deriving from the fact that populists represent the will of the “people”, they cannot 

be held accountable when their promised heaven does not arrive. The logic behind this 

proposition is that the government cannot be held responsible for something the people 

decided to do, the government, in this sense, was just the means used to carry out whatever 

the people asked. Implicitly, there is a moral justification for the government to use 

whatever means it deemed necessary to achieve the desired goals. The claim to 

homogenous representation opens up the way to allowing populists to condemn the 

system whenever results are not as expected, meaning, they are beaten in the elections, 

for example. In this case, the system is fraudulent, because it fails to do the very thing it 

is designed to do, picture the will of the people, which, according to populists, is their 

will.  

Populism has its own rhetoric. A clear example nowadays is Donald Trump, though, 

throughout this century´s first decade, there were many others. Trump appealed to his 

voters in a very particular way. He defended the position that he was not a politician, and 

because he was not a politician, he attacked those at Washington. But moreover, he 

blamed those at Washington for the poor performance of the blue-collar workers across 

the country. Populists are characterized by this. They find a problem in the largest sector 

of society, Trump had it easy, employment moving to cheaper countries, and exploit it. 

Populists exploit this problem by telling the people what they want to hear. It may not be 

true, nor plausible, but certainly creates feelings among the masses. Populists accuse the 

system for the performance of the lower classes, they never blame the lower classes. 

Speeches are directed towards blaming politicians and their decisions, making blue-collar 

workers feel like victims, seeking the change that populists offer. In a few words, 

populists present themselves as the only solution to the problems suffered by the people. 

This form of government has its own economic ways. Economic populism, as Sebastian 

Edwards and Rudi Dornbusch classify it, is “an approach to economics that emphasizes 

growth and income distribution and deemphasizes the risks of inflation, external 

constraints and the reaction of economic agents to aggressive nonmarket policies.”9  

Traditional populism dwells in the realm of expansive fiscal and credit policies and 

overvalued currency. Populists are characterized by having a high control on monetary 

policy. Such control has key characteristics of fixing the currency value, in the case of 

Argentina, the peso was pegged to the US Dollar throughout the 1990s under the 

Convertibility Law. This results in the government spending as much as it wants on its 

projects, to keep their supporters content.  The idea behind the increase government 
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expenditure is to quickly provoke a period of high growth in the short run. Increasing 

government expenditure creates a domino effect by which the country´s overall 

productivity enhances.  

The final outcome of such experiments has not been different throughout the countries in 

which they were implemented. Galloping inflation, crises and the collapse of the 

economic system, are just a few of the results. Populists, with their economic plans, more 

often than not, hurt those who they claim to help.  

Neo-populism, as Edwards points out differs greatly from traditional populism. An 

example in the economic aspect is that neo-populists have taken the anti-globalization 

discourse to a much higher extent. In the case of Argentina, this is seen in the increasing 

barriers to foreign commerce and investment, as well as the nationalization of foreign 

enterprises, such as YPF10. 

Populists encourage specific industries to increase production by providing protection in 

the form of import quotas and high tariffs. In turn, monopolies are created and the 

economy relies on a specific industry to supply the necessary goods for living.  

The combination of this factors, inevitably ends, as history has shown repeated times, 

with skyrocket inflation, currency crises, high unemployment and general discontent.  

Kirchner 

Miguel Angel Mires refers to Argentina having a certain tendency to the populist ideal11. 

The start of the century was rough for Argentina, the economy shrank from 2000-02, 

reaching levels of 10.9%12 of negative growth. This could be related to the world crisis 

of 2002, but Argentina had its own problems, political ones, that impacted the economy. 

From 1999 to 2003, Argentina had 6 presidents, having 3 in 200113. This sort of political 

turmoil, combined with a massive currency crisis in 2002, that reached an inflation of 

30.6%14, dragged the Argentinean economy down.  

Under the 2001-02 crisis, Argentina suffered greatly. The combinations of the above-

mentioned factors prepared the ground for Nestor Kirchner to take power in 2003. This 

began a 12-year mandate -he was followed by his wife, Cristina in 2010- that led 

Argentina into a populist economy.  

There have been various studies that tried to determine the underlying factors that gave 

ground for such a profound crisis. The truth is, though, that there is no one-single factor 

that lit wick, it was a combination of many. Taking advantage of the chaos under which 

the country saw itself in, Nestor Kirchner, a modest governor of the Province of Santa 

Cruz, promised the people he would change everything. Implementing the populist 

                                                           
10 (Peregil, 2012) 
11 (Mieres, Argentina, una irresisteble persistencia populista, 2015) 
12 (Bank, 2016) 
13 (Rosada, 2016) 
14 (Bank, 2016) 
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rhetoric previously analyzed, he encouraged people to vote for him and in exchange, he 

would give the power back to the people.  

METHODOLOGY 

Type of Study 

The method used in this paper will aim at showing how the policies adopted by the 

Kirchner administrations in Argentina affected the development in international markets. 

In order to do so, I have gathered information from various sources and managed to 

analyze the impact that evolution of such variables has on international markets.  

This qualitative research will attempt to analyze the “how” and “why” -looking for the 

underlying reasons- the Argentinean international market performed the way it has during 

the Kirchner administration. Questions like, how Buenos Aires went from being 

nicknamed “the Paris of America” to the state where there are around 1.4 million people 

living in state of poverty, and growing15. Or how Uruguay, a country with less than 10 

times the population and 10 times smaller in land, can surpass Argentina as the largest 

beef producer in the world.  

The reason for choosing a qualitative type of study is precisely the questions that the 

paper seeks to answer. This paper focuses on the reasons behind the different 

performances of the Argentinean international markets throughout the years of the 

Kirchner administration. The purpose of this research is to inquire about the factors that 

made Argentina perform the way it did. The numbers presented will serve a tool to arrive 

at conclusions, but they are mere tool.  

The results and conclusions derived from the analysis of the data represent the answers 

to the research question this paper tackles, an evaluation of the development policies with 

which the Kirchner administrations sought to increase the real freedoms in international 

markets. For this reason, the decision to ask how and why, the Argentinean government 

did what it did suits best the aim of this paper.  

ANALYSIS 

Variables 

The variables this paper uses are those used in the Economic Freedom of the World 

(EFW) Index, which have been proven to have a greater impact than any other on the 

functioning of international markets.  

Nevertheless, I have made some modifications regarding the structure of the Index. The 

EFW presents five relevant areas that affect the liberty to which people can operate in 

markets. Those areas are Size of Government, Legal System and Property Rights, Sound 

Money, Freedom to International Trade and Regulation. I have decided to use Legal 

System and Property Rights, Sound Money and Freedom to International 
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The other two areas covered by the EFW have been taken as part of the three used in this 

paper. Regulation will be analyzed under the Legal System for the proximity the two have. 

Regulations for markets come from the legislative power, which is part of the whole legal 

system. The size of government will be analyzed under two variables, Sound Money and 

Legal System, for the implications it has on both. Whenever the government seeks to 

expand its sphere of influence in the economy, it usually does so by one of two ways, if 

not both, spending money or creating regulation that facilitates the path towards the 

government´s plans.  

The variables used as parameters in this paper, have a direct connection to openness of 

the Argentinean economy to international markets. The legal system and property rights 

have an important influence over investment, local, as well as foreign. The access to 

sound money and the stability of the currency, the Peso, is another variable with a direct 

relationship over international commerce. Finally, the freedom to international trade, 

measuring the degree of protectionism inside the economy, has a clear impact on the 

performance of the Argentinean markets internationally.  

Definitions of the Variables 

The variables used to measure and evaluate the policies Argentina used to promote 

development in international markets must be related to how easy it is to move capital, 

both physical and monetary, as well as people, in and out of the country.  

Linking back to Sen, a well-functioning international market, from a single-country’s 

perspective, could be characterized as having as little limits to movements of people, 

goods, services and capital across borders.  

To accurately measure the evolution of the stated parameters over time, data will be 

extracted from the World Bank, the Argentinean government and the Economic Freedom 

of the World Index. Data from all sources will be compared and a conclusion, for each 

variable, will be made.  

The relationship the variables have amongst each other will also be looked into, more 

specifically, the domino effect a change in one, ceteris paribus, can have on the rest of 

the variables. 

The combination of these variables will also have a direct impact on development, and 

this will be analyzed in the final subsection. Here, a statement will be made regarding 

whether the evolution of the variables favored the development of international 

commerce or not.  

The legal system 

The legal system is a key variable to analyze when considering development. For 

development to work out, investors need to know their money is well protected, 

otherwise, they will not invest. To measure the quality of the legal system, the obvious 

indicator is the institutional quality. Analyzing institutional quality means to evaluate the 

effectiveness of the rule of law, security of property rights and impartial and unbiased 
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justice courts. The Economic Freedom of the World Index classifies this variable as an 

essential, perhaps more than any other, in the efficient allocation of resources16.  

Regarding Argentina´s legal system, the beginning of the 21st century saw a decline in 

institutional quality. Argentina´s score for this section in the EFW falls from a 5.44 to a 

3.99 during the 2000-2013 period. The most relevant -taking into consideration the topic 

of this work- falls inside the category go as follows: Judicial independence (3.17 in 2000 

to 2.15 in 2013), impartial courts (5.18 in 2000 to 2.1 in 2013), protection of property 

rights (3.72 in 2000 to 2.71 in 2013), and the deepest fall, integrity of the legal system 

(8.33 in 2000 to 3.3 in 2013). The consequences these events can be seen in the way the 

government operated.  

There is speculation, nowadays, that president Fernandez de Kirchner, had an illegal 

association which operated in the construction of roads and the commerce of real-estate. 

This association, gave in profits around 33.800 million pesos (around 2 billion US$) to 

the associate Kirchner had, Lazaro Baez, who is now in prison. 17 

There are judges analyzing the extent this sort of operations had, as well as the time during 

they were carried out. Nevertheless, the possibility of a court confirming this clearly 

supports the evidence collected from the EFW. The poor quality of institutions is further 

supported by evidence that throughout their administrations (2003-2015) Nestor and 

Cristina both received 602 accusations for corruption18, but there is little information 

regarding how many of those accusations turned into judicial investigations.  

Furthermore, the astonishing drop for integrity of the legal system could be best 

exemplified by the death of Alberto Nisman. Nisman was a lawyer who claimed to have 

evidence that incriminated Cristina Fernandez for covering up Iranian suspects of a 

terrorist attack in 199419. Alberto Nisman was found dead in his home´s bathroom the 

morning he was supposed to present the evidence to a judge 20. 

The Argentinean legal system over the Kirchner period was clearly eroded. The judiciary 

power lost its independence, property was not respected, there was no freedom of 

expression and opposition members were persecuted. These are clear flaws that show 

how over the 12-year mandate, the government sought to impose its own interests over 

those of the citizens they swore to serve, a fundamental characteristic of the populist ideal.  

Sound money 

The access to credit, and stability of the currency, is another important factor to evaluate. 

In order for development to be sustainable in the long run, the private sector must be able 

to acquire money in a relatively easy way. Easy access to credit means that banks are 

willing to lend to whom they deem appropriate, meaning there are enough reserves to 

                                                           
16 (James , Robert , & Joshua , 2015) 
17 (Lucía & Martín, 2016)l 
18 (El kirchnerismo y sus 2160 denuncias por corrupción, 2016) 
19 (La Nación, 2017) 
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make money circulate the economy. Access to money also means that the interest rates at 

which money flows into and out of banks makes the transaction beneficial for both sides. 

International markets also cover the movement of financial assets, which have a high 

influence on the performance of the economy, and depend largely on the stability the 

currency offers. Monetary policy will also cover the relation the local currency -the peso- 

has with international currencies, how easy is it to convert pesos into US Dollars, for 

example.  

During the Kirchner mandate, monetary policy took an expansionist approach. As it was 

mentioned before, populist governments tend to use such tactic to accelerate short-term 

growth, have a higher influence in the economy, and redistribute income more arbitrarily. 

The long run effects this plan has, as Rode and Revuelta (2014) point out, lead to a balance 

of payment crisis, falling real wages, capital flight and inflation21. Data from the World 

Bank shows that the average percentage increase in broad money, over the period 2000-

2015, was 20.9%22.  

Taking the EFW as a reference, the evidence supports the data obtained from the World 

Bank. Argentina scores very well in the year 2000 for all the aspects the index analyzes. 

But as for the year 2005, the tables have turned. The overall score for sound money in 

2000 was 9.71, in 2005, it was 5.44. Money growth, as the data from the World Bank 

shows, accelerated quickly. The reason for such acceleration can be seen in the growing 

involvement of the government in the economy. As was mentioned before, populist 

governments increase their share in the overall economy with the primary objective of 

redistributing income in the short-run. Inflation skyrocketed in the year 2002 and hasn’t 

gone below 10% until now.  

Pursuing the objective of redistributing income and short-run growth, the government 

sought increase its share in the economy. Concretely, the Kirchner administrations 

increased its transfers and subsides -a subsection in Size of Government in the EFW-, as 

the data from the index shows. From the period starting in 2000 to 2005, the score goes 

from a 7.22 to an 8.2623. These transfers and subsides were aimed at redirecting the 

resources, mostly cash, so that a larger share of the population could enjoy a higher 

income. Cristina Fernandez, for example, increased pensions by an 18.6%24 in 2015. 

There have been news of large schemes by which the Argentinean government stole 

money, which was supposed enter as subsidies to the energy sector after the expropriation 

of Repsol. Latest news show how this sort of subsidies ranged from singers to TV series, 

consuming large portions of citizens’ money.25 

The stability of the currency also saw itself hurt under the Kirchner mandate. Nestor 

Kirchner, under his anti-globalization and antiforeign rhetoric forced investors to take 35 

                                                           
21 (Rode & Julio, 2015) 
22 (Bank, 2016) 
23 (James , Robert , & Joshua , 2015) 
24 (Cristina Férnandez de Kirchner, 2015) 
25 (Denuncian millonarios subsidios del Kirchnerismo a la "cultura K", 2007) 
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cents to the dollar on Argentina´s debt. Such events have made the reliability of the 

Argentinean government to drop26 

Under the populist ideal, the access to real money people had saw itself quickly 

dismantled. Money was printed to finance popular projects, and not growth programs. 

The emphasis placed on the redistribution of income, instead of development of important 

sectors of the economy, caused a brief period of unsustainable short-run growth, that 

ended in chaos. The unstable currency as a result of defaults and pegged exchanges caused 

the trustworthiness of the Peso to plunder.  

The populist ideal had a negative impact on the availability of easy-access citizens and 

enterprises had over the Kirchner period.  

Freedom to international trade 

Development of international markets require a favorable local environment to foreign 

trade. In this area, the key factors to analyze are the tariffs to incoming goods, the 

regulatory barriers and the control of movement to capital and people. Variations on these 

factors give a clear view on how the economy accepts or rejects international commerce. 

For example, high tariffs make foreign goods more expensive in local markets, decreasing 

the amount demanded and hence the supply offered by foreign firm, due to a relatively 

easier access to other markets. Trade barriers go alongside with the tariffs, but cover a 

non-monetary part as well, such as quotas. Finally, the controls of movement of people 

and capital have the capacity to increase or decrease the volume traded between countries. 

In the case of Argentina, during the period from 2003-2015, the EFW shows a decline in 

the degree to which the Argentinean market was open to international trade. The area´s 

score went from a 7.62 in 2000 to a 3.77 in 201327. Tariffs, for example, went from a 

score of 7.47 in 2000 to a score of 6.37 in 2013. Trade barriers went from 6.42 to 5.25 

and controls of the movement of capitals and people from a 6.58 to a 3.44, all during the 

same period.  

This evidence is supported by information regarding the percentage that imports and 

exports had over GDP. In 2000, exports represented a 23.15% of Argentina´s GDP, and 

imports had a share of 17.25%. As for the year 2015, these percentages have both 

decreased to 11%28.  

As Edwards points out, since 2002, Argentina has taxed the majority of exports, with 

varying rates, for example, for dairy products were 5%, and others, such as crude oil, up 

to 20%29. As Daniel Lederman and Pablo Sanguinetti state in a paper on the Argentine 

devaluation of 2002, “there is no convincing economic argument in favor of having a 

differentiated export tax structure that favors manufactures over other exports”30. 

                                                           
26 (Argentina´s debt restructuring: A victory by default?, 2005) 
27 (James , Robert , & Joshua , 2015) 
28 (Bank, 2016) 
29 (Edwards, 2010) 
30 (Daniel & Pablo, 2003) 
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Investors reacted to the unfavorable environment by moving to the closer, more favorable 

neighbors, Uruguay and Brazil, with the former surpassing Argentina as the largest beef 

exporter in the world.  

Looking at the issue from the imports’ perspective yields a similar conclusion. According 

a report by the Argentinean Ministry of Economics and Public Finances in December 

2012, the average taxes on imports from 1991-2000 was 5.5% of tax revenue. For the 

period from 2003-2012, that percentage had more than double, to 13.19%31.  

The analysis leads to the inevitable conclusion that there was no intention from the 

Kirchner administrations to integrate Argentina in international markets.  

ANALYSIS OF THE VARIABLES 

How the variables affect each other 

These variables relate to each other by all having an impact on each other. The legal 

system, the most basic thing for economic development, is at the bottom. Whenever this 

works out, contracts are respected, the judiciary is allowed to perform its tasks and people 

obey the law, there is a foundation for development to occur. In a sense, the legal system 

is the equivalent of plowing the land. When the legal system operates properly, the access 

to credit becomes more feasible. Banks can come up with plans to help privates finance 

their projects, that cannot be implemented without a proper legal system, because there is 

no security that the contract will be enforced. Well-functioning institutions go hand-to-

hand with a well-functioning government, and that, for example, it does not finance its 

expenses by printing money, a practice with a devastating effect on the value of the 

currency, and hence, the access to credit. The freedom to purchase capitals abroad is 

highly related to both, the access to credit and the degree of freedom to international 

exchange. Sound money means businesses can finance their purchases, not just locally 

but also internationally, with credit. In turn, this increases competitiveness. The ability to 

engage in international exchange becomes highly influential as well. Being able to import 

machinery and export finished goods gives companies an incentive to seek cheaper and 

more efficient ways to produce, thus become more developed. The competition that arises 

from international markets also has proven to be an engine behind the forces that drive 

economies to improve their efficiency and competitiveness. Having sound access to 

monetary capital means that the government should not have a reason to involve itself in 

the economy by spending in subsidies, because companies can get the money they need 

to operate. Thus, allowing market forces to operate freely in effectively allocating 

resources and driving growth in the most sustainable way possible.  

To address this issue, there needs to be a proper balance in the economy. Development 

requires all parts of the economy to dance to the same rhythm. For the sake of analysis, a 

simplistic scenario will serve to demonstrate the differences policies in the short and long 

run have.  
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In the short run, the creation of new money would lower the interest rates, making loans 

more accessible to a larger part of the population. Different industries would see 

themselves beneficiated from this and could invest in expanding production or expanding 

their markets abroad. This, in combination with favorable import tariffs and a respected 

legal system -meaning foreign investors can be assured their money will be safe- would 

see a grow in the participation in international markets for a couple years. But since this 

all began with the creation of new money, inflation can be seen in the long-term horizon. 

When inflation hits, the debt used to finance the increase in productivity will be 

unsupportable for many and they will be forced to give up part of their property. On a 

large scale, this simplistic scenario will lead to the collapse of the economy, and in the 

case of Argentina, a serious crisis, as it has happened in previous years. 

The counter scenario, where policies are designed to achieve long-term growth, is 

completely different. Again, this will be a scenario where much of the cause-effect will 

be simplified. The Argentinean government could opt for becoming more attractive to 

foreign and local capital. This is done by setting right conditions for the free movement 

of both, monetary and physical capital, and having a functioning legal system. The 

immediate effects will not be as high as in the short run scenario -therefore, populists are 

so successful in achieving political support, because the effects of their policies in 

immediate. Other types of political ideals need to gain the trust of the voters before they 

can see the effects of their plans. In this case, investment would drive the economy 

forward. International commerce would allow Argentina to obtain the fruits of other 

countries´ specialties and sell their own, in a mutually beneficial exchange. The key 

difference to see is that the short-term policies were based on money, whereas the long-

term ones were based on structural reforms.  

This is what makes up the difference for sustainable development or just empty policies. 

The evaluation this paper will attempt to do will be to measure up to what point were the 

policies of the Kirchner on one side or the other, and how well did the Argentinean 

economy saw itself inside the global exchanges. 

How the variables affect development 

The relationship the variables have with development can be inferred based on relation 

they have among each other. As it was mentioned, development is the process of 

expanding the real freedoms that people enjoy. Considering this case, development can 

be seen as the process by which people, and businesses, can see their “operating space” 

in the international arena expanded. These freedoms can be achieved through a 

comprehensive plan of policies that aim towards sustainable growth.  

Sustainable growth means the rate at which and economy can grow without creating any 

other significant economic problems32. These problems can mean any sort of over 

exploitation of resources (land, minerals, etc.) or large amounts of debt. The benefits these 

two options present is an increased productivity in the short run. Financing over 

                                                           
32 (Economics Online, s.f.) 
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exploitation of resources with long term debt can assure a rapid rate of growth 

immediately, but it can also assure that in the future, there might be no more resources to 

exploit, or debt can represent too much of a burden to carry.  

Having a picture of how the parameters evolved over time, and what sort of policy is the 

necessary for development -in hand with sustainable growth- is allowed to take place, I 

will now turn to evaluate the impact the path the parameters were put on by the Kirchner 

administrations.  

The erosion of the legal system, following the troubled times under which Argentina 

began the century, were already the first red lights for foreigners interested in investing 

in Argentina. With the decision to go on default, by Nestor Kirchner, the credibility of 

the peso fell and the crisis deepened. Here is where the populist ideal, and Nestor´s 

charismatic personality, came into play, and helped him gain the approval of the majority 

of the citizens, despite being elected with the lowest majority in the history of the country. 

The idea to close the borders to the flow of capitals, goods and services from abroad was 

seen as the right remedy to the “illness” of the Argentinean economy, since the problem 

was the “dependence” on foreign money and the “help” received from institutions such 

as the IMF, whose Washington Consensus policies were so criticized all over Latin 

America.  

As time got by, corruption scandals came to light, the judiciary was seen as less impartial 

and the environment turned hostile towards foreign production, Argentina´s influence and 

weight in international markets decreased. The situation was not made better when 

Argentina´s bank accounts in foreign currencies, US dollars for the most part, were turned 

into pesos by law. The nature of these decisions had the intention to encourage internal 

production, a sense of self-sustainability.  The printing of money as a source to finance 

governmental projects, with no real contribution to the country, turned the purchase of 

imports a heavy burden, not accessible to all. This could be seen a positive measure 

towards developing the exports market, though. The reality was, nevertheless, that 

exports were now charged heavy rates.  

Combining these factors yields the conclusion that the Kirchner government had no 

intention to develop a well-functioning external market, but an internal one. This agrees 

with the analysis made by Edwards saying that “the problem is not the emphasis on social 

objectives and goals. The problem is relying on policies that are unsustainable in the long 

run and that after a short period of euphoria generate stagnation, inflation unemployment 

and lower wages.”33 

The policies adopted by the Kirchner administrations were in no sense capable of 

“enhancing the real freedoms” of people and businesses in international markets. These 

policies were aimed at targeting international commerce, turning Argentina away from 

an ever-smaller world.  

                                                           
33 (Edwards, 2010) 
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The opposite scenario could´ve been one that followed the suggestions drawn from the 

Washington Consensus. These were aimed at improving the variables used in this paper, 

such as respect for property rights, liberalizing interest rates, having a competitive 

exchange rate, deregulation in terms of red-tape to incoming and outgoing production, 

fiscal discipline and tax reform34, just to name a few.  

The intention behind these proposed reforms was to make countries in Latin America 

more attractive to foreign flows of capital, increasing their possibilities to enter the race 

towards development, not quitting at the first sight of trouble. The lack of trust, combined 

with the poor situation of most Argentineans at the time, made the rise of the Kirchner 

plausible when they promise to turn away from the “devils” that had caused them so much 

harm.  

RESULTS 

 

The results of this are paper that for a sustained development of international markets, 

there are certain conditions necessary. There must be a respected legal system, capable of 

implementing the rule of Law. This will be a primary condition, for as it was shown, when 

this factor is absent, real growth is hard to achieve due to a lack of investment. Along 

with the rule of Law, the respect of property rights will be a major driver for investors to 

participate actively in the economy. By knowing their investment runs no risk of being 

expropriated and their contracts will be respected, investment is likely to augment.  

Another influential factor for the expansion of international markets will undoubtedly be 

regulation in the markets. High entry barriers, rigged labor markets and unfair monopolies 

will reduce the incentives for advancement in any market. Local industries will not be 

competitive enough to face large multi-national corporations and the capacity to respond 

economic shocks will be substantially reduced.  

The proper access to sound money will have a profound impact on the development of 

international markets. As it was shown in the previous analysis, when the monetary policy 

adopted by the government seeks to facilitate the growth of businesses, and it is not used 

a means to pay for governmental programs aimed at simply keeping voters content, then 

money can be used to finance long-term projects, it can be used to create jobs, it can be 

used to generate real growth. This section also covers, along with the legal system, the 

reliability the currency offers. When there is little trust that a government can pay its debt, 

or even that the currency is worth investing, there is little room for development policies 

to maneuver.  

The openness to international markets will also be a determinant factor. When there are 

amicable conditions to foreign firms, the economy as a whole thrives. Consumers benefit 

from a wider range of options for products, which must compete to achieve a higher 

quality at a lower cost. Businesses see their operations improved because they have access 

to a greater variety of technologies, human capital and a larger market. The latter means 

that the potential buyers are not just the local people, but also those in other countries 

where there is free access to trade.  

                                                           
34 (Williamson, 2004) 
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This paper has tried to show that there is a clear relationship between the variables used 

for the analysis and the performance of the international sector. As Daron Acemoglu and 

James Robinson point out in Why Nations Fail: The Origins of Power, Prosperity and 

Poverty, for an economy to thrive, it must be structured in a way that in leads to, what 

they call, inclusive political and economic institutions. These are defined as institutions 

that promote an active economy where a larger section of the population can reap the 

benefits of the markets, in this case, international markets35. The aim of this paper was to 

show that during the Kirchner administrations, Argentina had extractive institutions. Per 

Acemoglu and Robinson, these institutions are characterized by having the purpose of 

generating wealth across the country, with the sole intention of extracting it. This wealth 

is directed to the elite ruling class, and the majority of the population is left with none of 

the gains. The evidence and analysis this paper presented support this idea. The corruption 

scandals, the policies directed towards enriching a ruling elite, were not conceived with 

the purpose of generating wealth across the country, but with creating massive amounts 

of money for a few selected people. This is best exemplified by the fact that during their 

mandate, the Kirchner fortune grew 710%36. 

 

CONCLUSION 

 

The overall picture shows how the policies implemented by the Kirchner administrations 

had a negative impact on the development of Argentina´s international markets.  

This conclusion is supported by the evidence collected, regarding how each of the 

analyzed variables evolved during the administrations, and how their correlated evolution 

turned out to be. The erosion of the legal system proved to be a challenging obstacle for 

investors to put their money, and keep it safe, on Argentinean projects. Having growing 

economies that one could turn to, such as Uruguay or Brazil, Argentina seemed like a less 

attractive destiny for foreign cashflows. The expansionary monetary policy, used to 

facilitate a distribution of income, caused the value of the Peso to plunder, causing 

imports to suffer greatly. The hostile environment to international trade, seen in the 

constant increase in trade barriers, forced firms, local and foreign, to back respectively, 

Argentineans to Argentina, foreigners outside, in their commerce programs.  

The joint evolution scenarios, one where, for example, exports could increase due to a 

drop in the value of the Peso, were not plausible because another of the variables -

Freedom to International Trade, in this case- did not meet the necessary requirements to 

compensate for a drop of Sound Money. The value of the Peso was not given an 

opportunity to recover, because it was used by the government to pursue its populist 

ideals, redistributing income and achieving growth over the short-run.  

The short-term vision the Kirchners had, inspired by their populist characteristic, caused 

Argentina to jump out of the frying-pan into the fire time and time again, a vicious cycle 

that is now being paid by those who it intended to, at least in theory, support. 

 

                                                           
35 (Daron & James , 2012) 
36 (Geuna, 2010) 
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RECOMMENDATION 

 

Based on the results of the research and analysis, I will now turn to make 

recommendations for a sustained development of international commerce in Argentina.  

As was shown, there is a clear relationship between the state of the political institutions 

and the performance of the economy. When political institutions function as they are 

expected to, the economy has a compass that points north. For this, there are number of 

factors that should be taken into account. The government cannot be considered as a 

private industry that pursuits profits. It must work towards progress of society.  

The recent measures adopted by the government of Mauricio Macri seem to aim towards 

a more open economy. For instance, he emphasized the necessity Argentina has to pay its 

debt, precisely because it will allow foreign capital to flow back into the country. This 

must be accompanied by the reunification with former trade partners, as Spain was. Macri 

did so when he visited the Spanish King and Queen and the President. Mercosur should 

also move towards a more integrative situation. One where there are few barriers to trade, 

across all areas.  

To produce such progress, in Argentina, the Macri administration should aim at letting 

market forces act the way they are supposed to. This means to have a trustworthy legal 

system, to ensure venture capitalists their money is safe. Macri should also try to 

reactivate the declining Argentinean industries, like the agricultural. This will require that 

all three variables presented in this paper, are in perfect harmony to expedite the growth 

of such industries. Farmers will be more inclined to invest if they see that they will obtain 

the benefits their work entitles them to. Companies will expand their operations if they 

see they have a sound access to the credit they need to finance such expansions. This, in 

turn, will allow markets from Mercosur to take advantage of the reignition of this 

industry, and the globalization process will restart for Argentina once more, along with a 

renewed trust in the development policies dictated by the government.  
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