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1. Overview of Latin America: 

 

a. As a whole, Latin America has been increasing its GDP, bring in 

industrialization at an increasing rate, and begging to show signs of a 

promising future. After decades of civil unrest the continent is finally 

beginning to work together, forming trade blocks, and easing boarders. 

However this past year the region has seen the least amount of economic 

increase since 2009. The nation will continue to develop creating wealth, 

better lives, and happier people; the challenge will be distributing the 

wealth fairly. 

 

2.  South America has struggled and is struggling with inflation 

and devaluation of is currency.  Discuss how Argentina is 

struggling with this; why this is happening – i.e. what has 

caused the devaluation and inflation and what are the 

ramifications of it.   

 

a. Over the past 30 years, the Argentine government has defaulted on its 

loans multiple times, subsequently causing many types of monetary 

issues. In the 1990s the inflation was over 20,000% in Argentina, due to 

an unstable government and money being printed. Around 2000, when 

Argentina defaulted, the government placed a limit to bank withdrawals 

creating tension and a “flight of capital” to other nations. Earlier this year, 

Argentina defaulted again although this was combatted and the inflation 

remain somewhat controlled around 12% this year. Argentina needs to 

stabilize its economy, induce more regulation, and change out of date 

laws of free trade in order to attract more foreign investment. 



 

3. Many South American countries rely on protectionism.  Give an 

example of this and discuss the ramifications of protectionism 

 

a. Latin America is known for having some of the world strictest trade 

policies, the EU has even lobbied the Mercosur bloc in order to try gaining 

access to the South American markets and resources. The impact of this 

is clearly apparent today, these country are lacking technologies, 

industrialization, and investment. The barriers they have implemented 

have closed the industries to new innovations, business practices, and 

ideas. This keeps foreign product prices high and enables companies 

operating within the country to charge higher prices while neglecting to 

update technologies, because the taxation is relatively low this tens to only 

hurt the citizens, specifically the one in poverty.  

b. The steel and plastic industries are both heavily taxed when traded 

between South American nations, this only hurts the region as a whole 

instead of boosting the economy by production economies of scale. 

 

 

PERU 

 

Peru officially declared independence from Spain in 1821, although it wasn’t until 

1824 that they fully succeeded in the transformation of their own nation. After the Peru-

Bolivian Confederation was dissolved in 1839 they began a period of military rule. 

These were relatively dark periods in Peru and Latin America as a whole, the effects of 

the colonization were evident and left the nation in shambles for decades after it 

vanished. On July 12, 1979 Peru began democratic leadership under the constitution of 

the Republic of Peru. Since then the nation has maintained gaining strides in the global 



economy, and has been attracting foreign investment due to an extensive list of natural 

resources the countries land provided.  

Geography Peru is a large country on the mid-western coast of South America, 

it contains arid lowland coastal regions on the Pacific Ocean, central high sierra lands of 

the Andes Mountains that travel the full length of Peru dividing the country extensively. 

Dense forest in the Amazon region containing fertile land and an abundance of natural 

resources, beautiful tropical lands bordering Colombia and Brazil often the site of 

controversy among the bordering countries and indigenous peoples. Throughout the 

country poor infrastructure has hindered the spread of growth to non-coastal areas, 

partly due to the separation by the Andes, civil unrest, and lack of stability for 

investments.  

Peru has made its official Capital Lima and the official languages Spanish and 

Quechua, although there are thousands of varied dialects especially amount the 

indigenous. The economy of Peru is heavily reflected by the topography, a wide range 

of important mineral resources are mined in the mountainous and coastal areas, the 

coastal waters provide excellent fishing grounds, and lands are often terraced for 

farming in mountainous areas. Being 43rd in the world population, Peru has about 

30,148,000 people with an average of 27 years old and continues to grow at a rate of 

1.3 percent annually. The country is relatively large with a total size of 798,596 square 

miles, that’s 795,353 square miles of land and 3,243 square miles of water, leaving 

Peru in 20th place for nation size among the world. 

Education All children in the nation of Peru are offered schooling, this is one of 

the profound visions of Peruvian education provided but the government, although in 

some rural areas it is not practical for all to attendance. By 2005, 88.92 percent of 

Peruvians were able to complete enough education in order to have basic literacy. 

Today, schools in Peru educate an average of 7.2 million annually with 4.9 in primary 

schools and 2.8 million in secondary, this is a sharp rise over previous years due to 

huge government contributions and social demand. Private schools are also typical 

among the wealthy while both public and private universities are available for higher 

education for those looking to obtain a degree, the average cost of attendance is one 

third less than the average schools in America. 



Economy Peru functions via a service based economy, due to a combination of 

their large work force and cheap prices, this tends to be a haven for foreign travel. 

Although, relatively speaking compared with other Latin countries, more so the 

Caribbean, Peru does not rely on endless quantities of tourism. Peru’s purchasing 

power parity GDP in 2013 was estimated to be $344 billion, this is 40th out of the world, 

far below this nation’s potential being rich in natural resources, having a huge work 

force with very little elders, and a recent surge in national education. In the past five 

years their economy has grown by an average of 5.6 percent and in the last year their 

economy grew 5.1 percent taking 54th place overall. This has helped reduce the national 

poverty rate by 28 percentage points since 2002, a huge decrease overall however a 

major issue Peru will face in the future is the proper distribution of wealth.  

Labor Force The labor force in Peru is currently 16.16 million people strong, 

broken down that’s 25.8 percent agriculture industry, 17.4 percent industrial industry, 

and 56.8 percent service industry. The GDP per capita has been steadily growing and 

was estimated at 11,100 nuevo sols in 2013 with a national savings of 22.2 percent of 

GDP. The unemployment rate remains very low at 3.6 percent in Peru as a boom in 

industry has created an unsurpassed demand for work. A large issue facing Peru is 

educating the necessary people in order to fill the jobs with their citizens, helping to 

retain capital within the nation, instead of having workers come from other more 

educated nations to fill the job gap. 

Peru’s labor laws are comprised of freedom of association and effective 

recognition of the right to collective bargaining. They are working towards an elimination 

of all forms of force or compulsory labor, the effective abolition of child labor, a and 

prohibition on the worst forms of child labor as well as other labor protections for 

children and minors. The elimination of discrimination in respect of employment and 

occupation; and acceptable conditions of work with respect to minimum wages, hours of 

work, and occupational safety and health are also apparent 

At 41.48 billion, Peru comes in at 60th in world exports and in July of 2014 the 

trade deficit in Peru was 573 Million USD. They currently have a budget surplus of 1 

percent with revenues of 60.95 billion and expenditures of 58.91 billion in 2013. Public 

debt has decreased from 16.6 percent in 2012 to 14.9 percent of the GDP in 2013. 



Peru’s human development index is high at .741 per capita and recently the inflation 

rate is considerably stable. In 2013 it was just below the Central Bank target range of 1 

to 3 percent at 2.9.  

Economic incentives starting in the early 1990s, Peru began undertaking a 

comprehensive modernization process. This included establishing a reliable legal 

framework geared towards maintaining stability that is required for boosting private 

business activity, investment and growth. As a result, the country has attracted 

substantial capital investment which has allowed for sustained economic growth for a 

number of reasons: first is an abundance of natural resources especially gold, copper, 

and petroleum. There is little to no control by the government involved in business and 

has high investor grade ratings. The economy has remained stable over the last 20 

years with low taxes and finally because in Peru foreign investors have equal rights to 

Peruvian investors. 

Politics On July 28th 2011 President Ollanta Humala was elected into office 

along with Vice President Marisol Espinoza. The administration supports a policy of 

social inclusion and a more equitable distribution of income however inequality persists 

and continues to pose challenges for the Ollanta Humala administration. Although, Peru 

is working to close the gap and develop itself they are still lacking is several ways: First 

of all the governmental structures are failing to promote and regulate trade due to 

mountainous terrain, Amazon River marshes, and long distances divided by natural 

barriers. Secondly, vast spread out land was not valuable until oil was found, then big 

business was interested. Indigenous do not like the oil drilling and this eventually 

provoked a series of war that still continue today. Trade was lacking with no reliable 

transportation, incentives, or government structures, trade barriers also create tension 

between foreign relations. Finally, government corruption has led to countless acts of 

human rights violations, people in South America often “disappear” and are never heard 

or seen again. This happens far too often in urban area and is just as likely in the 

country side due to violence related to drug trafficking, civil unrest, and hostility. 

Trade Today 43 percent of Peru’s GDP is produced from trade with United 

States, China, Brazil, European Union, and Chile. Manufacturing and extractive 

industries make up 32 percent and 15 percent respectively. In recent years Peru has 



signed trade deals with the US, Canada, Singapore, China, Korea, Mexico, Japan, the 

EU, the European Free Trade Association, Chile, Thailand, Costa Rica, Panama, and 

Venezuela. They have also concluded negotiations with Guatemala, and begun trade 

talks with Honduras and El Salvador, Turkey and the Trans-Pacific Partnership. 

Representatives have also has signed the Pacific Alliance a trade pact rivaling 

Mercosur including Chile, Colombia, and Mexico calling for an increase in international 

trade.  

In February, 2009 Peru signed the US-Peru Trade Promotion Agreement into 

force, since then the total trade between the two nations has doubled helping Peru 

drastically. Peru continues to attract foreign investment, although political activism and 

protests are hampering development of projects related to natural resource extraction 

especially oil and gold. When is comes to exports, Peru is the world's second largest 

producer of silver and third largest producer of copper. Collectively they are 60th in the 

world exports at 41.48 billion in 2013, however this number is sloping down for the first 

time in years as the country continues to suffer civil unrest. The most prominent exports 

in Peru are commodities such as: copper, gold, lead, zinc, tin, iron ore, molybdenum, 

silver; crude petroleum and petroleum products, natural gas; coffee, asparagus and 

other vegetables, fruit, apparel and textiles, fishmeal, fish, chemicals, fabricated metal 

products and machinery, alloys. 

Peru's economy is heavily reliant on their relationship with the rest of the world 

and what imports are in currently demand. The Central Bank discount rate is 5.05 

percent, in turn banks lend at a rate of 20.3 percent. This high lending rate keeps new 

ventures and capital proceeds from boosting their economy further as returns on 

investment as severely cut. In 2012 Peru’s considerable exporting partners were China 

with 19.9 percent, the US at 15.7 percent, Canada at 9.5 percent, Japan with 6.6 

percent, Spain with 5.2 percent, and Chile at 4.9 percent. 

Imports The fiscal year of 2013 Peru imported a total of 42.13 billion coming in a 

59th in world ranking, this is about a 2.5 percent increase over 2012’s estimate. The 

common commodities Peru demands are petroleum and petroleum products, 

chemicals, plastics, machinery, vehicles, color TV sets, power shovels, front-end 

loaders, telephones and telecommunication equipment, iron and steel, wheat, corn, 



soybean products, paper, cotton, vaccines and medications. Peru typical trades with 

partners that are members of their general trade bloc, in 2012 they statically traded with: 

the US accounting for 24.6 percent, China coming in at 14 percent, Brazil at 6.4 

percent, Argentina currently trades about 5 percent of total volume, Chile is 4.8 percent, 

Colombia is another common trade partner accounting for 4.2 percent of trade, finally 

Ecuador accounts for 4.1 percent, and Mexico comes in last of the common traders at a 

flat 4 percent. 

Future If Peru continues on its current economic path it has a strong possibility 

of becoming an economic leader within our lifetimes. With the appearance of 

multinational corporations Peru has seen extensive changes, they have begun to bring 

in foreign investment, jobs with higher living wages, and a backbone to support their 

infrastructure. However, civil unrest will continue among anti-mining, deforestation, and 

development. As the country grows infrastructure it will need to educate and inform its 

citizens of the opportunities it has and the ideas behind modern civilization.  

Peru is actually one of the world’s leading nations when it comes to 

environmental innovation and progress, they heavily promote healthy living and 

environmentally friendly lifestyle. The promote climate change awareness and have 

held international conventions regarding the current climate situations inviting all 

members on the United Nations. A major contribution to the necessity of earth 

preservation is the vast amount of natural resources that Peru holds. This contributes to 

high export numbers, as well as strong trading partners, furthermore indicating that the 

nation will continue to thrive.  

The Peruvian workforce is constantly increasing and the demand for technology 

is rising. Increased number of production due to higher specialization of goods and 

economies of scales will further increase production advantage to this region thus 

exporting more and continuing to drive the economy. This is why Peru must work 

diligently in order to provide their citizens with adequate education passing along the 

ability to continue driving the economy and further advancing production and trade. 

Despite a relatively balanced trade deficit the Peruvian economy is heavily reliant 

on their relationships with the rest of the world, thus what imports are in demand directly 

affect the output of their economy. The Central Bank discount rate is a staggering 5.05 



percent, in turn commercial banks lend at a rate of 20.3 percent. The high lending rate 

keeps new ventures and capital proceeds from boosting their economy further because 

the profits are allows being consumed by interest and the risks are quite immense. 

Continuous macroeconomic performance and the combine dependence of exporting 

minerals, metals, and imported food products make the economy vulnerable to 

fluctuations in world prices. 

Like the world economy, globalization is helping to shape and change the 

direction of this countries entire outlook. Advances in modern communication and 

technology has helped Peru and the US reach a free trade agreement in December, 

2005 and even further it driving change in 2009 that reversed their negative trade 

deficit. Peru has been able to increase funding for science, technology, and education 

overall reducing illiteracy to below 7 percent in most areas and bringing the prverty rate 

down by about half in the past two decades. The opening of a controversial road 

connecting Brazil's Atlantic coast with Peru's Pacific seaboard is underway, yet another 

transformation in diplomatic relationships that will help the coming generations.  
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