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The Argentine Economy 
Percenl change, year over year 
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a. The average inflation rate between January 1990 and June 1991 was 4,8169'0. 
SOURCE: Fundacion de lnvestigaciones Economicas Latinoamericanas (Foundation for Latin-American Economic Research) 

Econo~nists'  contini~ing cle1,:tte 
a1,out the merits of fixccl ancl float- 
ing exchit~ige rates has lecl them to 
compare economic cle\.elop~uents 
in PIesico ~u~icl Argentina. ?'he for- 
mer country recentl>, :~lx~nclonecl 
fixecl exch:tnge u tes ;  the 1;ttter em- 

- > . '~ccs them. 
In Alxil 1991. Argentina acloptecl 

the Con\lertil,ility I'lan to rcci~ice its 
four-cligit ;lnni~al inflation rate. In 
:tclclition to extensive fisc~tl ancl 
s t r~~c tu ra l  ref'orms. the plan solight 
to secure monet:Iry policy creclil)il- 

ity by irnposing the rigors of a cur- 
rency I,o:u.cl. This requirecl As- 
gent in:^ to fis its peso to the cloi1:u. 
:~ncl to mai~ltain doll:lrs on  reserve 
;tg:tinst espansions of its nlonetary 
1,;lse. 'I'he system forced the nation's 
money grolvtli closely into line with 
that of the [J.S. ancl successfbll\~ low- 
ered Argentina's inflation Llte to 
i~ncler 2?/0 I'y late 1995. The w o n -  
omy grew \;tt 2" 8%) average :in~iual 
clip I~et\veen 1991 ancl 19%. 

The 1)ecemt)er 1994 collapse o f  
tlie Mexic:ln peso exchange-rate 

peg sent ripples o f  uncertainty 
t h r o ~ ~ g h  the financial sectors of cle- 
v-eloping countries. particcilarly in 
So~ith America. Following the l~anl i  
SLIIIS ancl financial instit~ition fail- 
ures of 1995. Argentine economic 
gro\\ith fell ;tncl unemployment 
soarecl to 13%. 

Eco~lomic g ron~ th  irnpro\.ecl last 
ye;tr. t,ut i~nemployment rem:lins 
:lro~~ncl 17'H). An ;tclclitional cause 
for concern is the recent 2ppreci;l- 
tion of Argentina's re:tl effective 
peso esc1i:tnge rate. 1111 S.5?41 since 
last Aiig~ist. 
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