Pro-cyclical Fiscal Policy in Latin America: Gains and Lessons
Most Latin American countries usually followed pro-cyclical fiscal policy,which was a result of their economic and political vulnerabilities and especially related to a lower saving rate.When there occurred worsening of terms of trade and acute fluctuations of international capital flow and interest rate,the pro-cyclicality tended to weaken a country’s ability to resist external shocks.It has been proved that fiscal policy followed by an opening economy is heavily restricted by terms of trade and international capital flow.
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