Economic Issues, Vol. 24, Part 2, 2019

Book Reviews

Financialisation in Latin America. Challenges of the export-led growth model.
Edited by Noemi Levy and Jorge Bustamante
Routledge: Abingdon, Oxon, 2019. 272 pages, £115

Financialisation in Latin America is a significant contribution of young scholars
and researchers to the understanding of financialisation in developing
countries. The book emerged from a research project held by Universidad
Nacional Autéonoma de México and Metropolitan Autonomous University of
Mexico, and the SOAS Economics Department in the UK. The book focuses on
how the distinctive characteristics of Latin America, such as high levels of
inequality, an undiversified economic structure focused on natural resources,
current account imbalances, and volatility of economic growth, are affected by
financialisation. The financialisation era sets more challenges than solutions to
these problems.

The book is divided into three parts. Part one, “Regional trends”, presents
six chapters that shed light on how capital inflows derived from the commodity
price boom in the last decade did not generate economic improvements.
Repatriation of profits hindered the incorporation of technology and improvement
of human capital formation, reinforcing the pattern of specialisation and
production. Additionally, foreign direct investments (FDI) were not as stable as
expected and had a procyclical behaviour, developing few links with national
activities. During the boom years, most commodity-producing countries had
negative current accounts, rising the dependency on short term financial capital
and foreign currency reserves. The implementation of inflation targeting regimes
subordinated fiscal policy and full employment targets to monetary concerns.
Hence, when the boom came to an end, these countries experienced severe
contractions in their exports and GDP. Moreover, as countries were forced to
increase interest rates to attract foreign capital, the export-led-growth model is
incapable of promoting economic development. Besides, the model is connected
to global value chains but, Latin American countries are located in activities
with low technological development. A process characterising the region since
the 2000s is the increase in outward FDI made by big Latin American
corporations. The expansion of these companies was based on high levels of
debt in international capital markets, and, according to the authors, this
phenomenon is associated with greater levels of monopolisation of the industry
and increased inequality. Another trend, highlighted in Part One, is the growth
in income and wealth inequality, due to the larger size of the financial sector
and financial inclusion policies. Richer households have had higher financial
returns than poor ones. Also, derived from tighter links with the financial
system, households developed financial fragility on their balance sheets.
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Part Two has four chapters that analyse the failure of comparative advantages
of some countries. In the case of Colombia, a process of structural regressive
change was observed, where incentives to invest were redirected to speculative
activities. Additionally, evidence provided by Argentina showed how commodity
financialisation could have detrimental impacts on foreign exchange revenues
and the accumulation of foreign international reserves. In the case of Mexico,
the model based on comparative advantages - cheap labour in the case of the
maquila - was incapable of offsetting the structural trade deficit. It is dependent
on foreign demand and on importing intermediate capital goods.

Finally, Part Three has five chapters and examines the growth of balance
sheets in Chile, Brazil and Mexico. In the case of Chile, enabled by a strong
neoliberal agenda, debt, insurance and pension funds markets were developed.
The financial system focused on finance for individuals, not for firms, benefiting
the real estate and financial sector. For Brazil, authors evaluate the existence
of a crowding-out effect between real and financial investment. They cannot
confirm a clear effect, but there is a higher relevance of financial revenues in
firms, especially in periods of instability. In Mexico, the irruption of the Mexican
peso as a global currency represented significant challenges to stability.
Financial institutions diversified their portfolios and made financial profits
through exchange rate operations destabilising the domestic market. Authors
discuss how volatility in the exchange rate and interest rate were more related
to events in international markets than with the country’s conditions.

All in all, one could have wished for more concrete policy ideas to counteract
the problems of the export-led growth model in the era of financialisation or the
discussion of what are the policy margins of manoeuvre. Besides, the book
would have benefited from the inclusion of a more diverse set of countries for
case studies. Nevertheless, the book is an excellent insight for those aspiring to
understand the central dilemmas of Latin America, a region that remains
subordinated in the world economy.

Jimena Castillo
Universidad de la Republica, Uruguay

Economic Woman. Gender Inequality in the Age of Capital.
By Frances Raday
Routledge: Abingdon, Oxon, 2019. 242 pages, £105

In Economic Woman, Raday explores inequality between women and men in
economic realities and assesses the relevance of women’s universal human
right to equality in advancing gender equality in economic life, contextualising
this investigation in the age of global neoliberalism — the age of capital. The
book counters optimistic narratives that, by highlighting women’s increased
participation in the labour force and increased protection through international
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