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ASSESSMENT OF ECONOMIC DEVELOPMENT
AND FOREIGN RELATIONS AS ILLUSTRATED
BY THE CASE OF MERCOSUR MEMBER STATES

Pawet Kowalik
Wroctaw University of Economics

Abstract. The aim of this paper is to assess the level of economic development and for-
eign relations of the countries forming the economic group Mercosur. Numerous economic
indicators are used for the purpose of research and international comparisons. Most impor-
tant are gross domestic product (GDP), national income, unemployment rate, inflation rate,
foreign trade’s and investments’ share in GDP. Other measures, which are based on GDP,
may be used for economic growth assessment. These are for example economy internation-
alization, activity level, openness and dependence and international competitiveness. After
a brief introduction to the subject, the manner of calculating the indicators that are used for
such an assessment more rarely is described. Then the indicators calculated for the current
Mercosur member states are analysed.

Key words: economic growth, economic integration, Mercosur, Latin America, compara-
tive country studies

INTRODUCTION

In comparative analyses, various measures are used for economy assessment. In inter-
national statistics, among numerous indicators, the following are considered most impor-
tant [Kamerschen et al. 1991, Noga 1998, Kowalik 2003]:

» gross domestic product — GDP;
¢ national income;

* unemployment rate;

* inflation rate;

» foreign trade’s share in GDP;

* investments’ share in GDP.
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In addition to the four listed core and two auxiliary indicators used for economic
growth assessment, other measures, which are based on GDP, may be employed. They
include among others the following indicators:

* economy internationalisation;
* level of economic activity;
* openness and dependence;
* international competitiveness.

The indicators discussed will be used in this paper to assess the economic develop-
ment level for the states that form Mercosur, in the 21" century in particular. A detailed
analysis of development level in the first decade of Mercosur’s activity can be found
in [Kowalik 2003]. This paper is based on the author’s knowledge, generally available
information, UNCTAD database and information from The World Factbook unless indi-
cated otherwise. International organisations’ data were used instead of national statistical
offices’ data in order to ensure comparability of data.

METHODOLOGY

There are three indicators that specify the level of economy internationalisation:

Ex

LI, = 1
' GDP (D
Ex + FDI
L, = =222 )
GDP
Ex + FDI + FPI
L, === 3)
GDP
where: L/ — level of internationalisation;
GDP — gross domestic product;
Ex  — export (goods and/or services);
FDI — foreign direct investments;
FPI — foreign portfolio investments.

In large countries, where the domestic market and considerable natural resources en-
able production and disposal based on domestic factors, the level of internationalisation
will be low. However, in the case of small yet highly developed countries, the level of
internalisation will be high. It is difficult to imagine a small country with specialised
production with the assumption that it is intended exclusively for the internal market. All
this is referred to in absolute terms. In this perspective, foreign trade turnover of large
countries is many times as high as small countries’ turnover. Countries with a low level of
internationalisation (10-20%)' include Japan and the United States. Countries with a high

! Depending on which of the three above-mentioned indicators is used.
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level of internationalisation (90-100%)? include Luxembourg and Hong Kong. Between
them, there are other countries, among others Poland, with the level of internationalisa-
tion of approximately 45-55%".

The indicators of prosperity (/p), consumption (/c) and poverty (/pv) can also be ap-
plied for the purpose of a synthetic comparison of the level of economic activity [Sie-
dlecki 1993]. In the case of developing countries which face temporary inflation-related
difficulties applying the indicator of poverty appears to be rather inefficient. Large dis-
parities between inflation rate and unemployment rate blur differences when interpreting
results®. The indicators are calculated in the following manner:

= 2P0 4
Y @

Ic = Ip - Cs (5)
Ipv =i+u (6)

where: Ip — indicator of prosperity;
Ic — indicator of consumption;
Ipv - indicator of poverty;
GDP — average GDP;
Cs  — consumption’s share in GDP;
i — inflation;
u — unemployment rate;
J — country;

Average GDP can be adopted as the average value for the group of the examined
countries or for the region of which the countries are part.

Studying relations between economy openness and the real GDP growth is of cru-
cial importance. Openness contributes mainly to: absorbing new technologies, creating
premises for economies of scale, and enabling higher specialisation of the country through
the effects of learning by doing [Olszewski 2001].

The relation of export and import with GDP is the indicator of economy openness to
the world calculated according to the following formula:

e+ 1)
Jo=2 " .100 )
GDP

where: /o — indicator of economy openness;
I — imports (goods and/or services).

% As described above.
* As described above.
* They are calculated but will not be analysed for the mentioned reason.

Oeconomia 14 (2) 2015



64 P. Kowalik

The indicator that informs about the level of economic dependence of a given country
on foreign countries is the indicator of import dependence, which is calculated in the fol-
lowing manner:

1
Id = —— - 100 8
GDP ®

where: Id — indicator of import dependence.

Other measures that can be used for assessing economic development are internation-
al competitiveness indicators, which include coverage ratio in value terms and relative
coverage ratio [Olszewski 1995]:

» Coverage ratio in value terms (crv). Its growth indicates improvement in the competi-
tiveness

Ex
Yy = —— 9

» Relative coverage ratio (rcr) is the relation between the coverage ratio for a given
country and the average coverage ratio for a group of countries. Most frequently, these
are trading partners. Changes in the indicator inform about processes of economic
growth in the country in relation to other countries, its deceleration or acceleration

rer = —= (10)

RESULTS

Mercosur — Southern Common Market (Spanish — Mercado Comiin del Sur —
Mercosur) is an regional economic organisation brought to life on 26 March 1991 by the
Treaty of Asuncion signed by presidents of Argentina, Brazil, Paraguay and Uruguay. The
Protocol of Ouro Preto of 1994 legitimised Mercosur as a legal entity under international
law. The organisation operated as a common market. In 1995, it became a customs un-
ion. In June 2012, Paraguay’s membership was suspended due breaching the democratic
clause®. On 31 July 2012, Venezuela became a new member state, and on 7 December
2012, Bolivia acquired the status of an acceding member. In order to assess economies
of the individual states, the same statistical databases were used to ensure comparability
of data.

Argentina benefits from rich natural resources, the export-oriented agricultural sector,
differentiated industrial base and a highly literate population [The World Factbook]. In
the 20" century, the country experienced recurring economic crises, permanent budget
and current account deficits, high inflation, growing external debt and outflow of foreign

* As a result of impeachment of President Fernando Lugo.
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capital. The deep crisis, increase in external debt, as well as unprecedented withdrawal
of deposits from banks culminated in 2001 in the most serious economic, social and po-
litical crisis in the country’s history. In 2002, the economy experienced decrease in the
real GDP growth by 10.9% (http://unctadstat.unctad.org/EN) and saw almost 60% of the
population living below the poverty line [The World Factbook]. The reforms initiated
by President Duhalde and the new reforms introduced by President Kirchner resulted
in resumption of economic growth amounting to ca. 8.5% between 2003 and 2008 and
decrease in unemployment rate, which remained at the relatively low level of 7.2% in the
period 2011-2012 (Table 1). After the presidency was assumed by the wife of the former
president in 2007, the rapid economic growth of the previous years started to decelerate
in the following year (6.8%) and almost completely stopped in 2009 (0.9%). This re-
sulted from decrease in export, which arose from the government’s policy and the global
economic recession. In 2010, the economy was back on the road to growth (9.2%). The
following year also brought high growth (8.9%) — Table 1. Fiscal and monetary policy
aimed at retaining inflation below 10%, state interventionism and both formal and infor-
mal import restrictions contributed to decrease in the GDP growth rate dynamics to 1.9%
in 2012 (Table 1).

The level of internationalisation of Argentina’s economy measured by three indica-
tors was increasing until 2007. The global crisis had its repercussions also in this country,
which is reflected by decrease in the three indicators. The largest decrease is noticeable
in the case of the third indicator. This is caused by outflow of both portfolio and direct
investments from this country.

Table 1. Economic development indicators for Argentina (percentage value)

Specification 1991 1995 2000 2005 2006 2007 2008 2009 2010 2011 2012

LI, 76 97 110 257 255 253 250 21.6 221 222 202
LI, 89 119 147 285 281 277 280 229 242 244 228
LI, 132 137 142 27.6 317 304 258 219 267 240 228
Ip 1878 136.1 1573 883 842 825 835 798 744 806 892
Ie 1573 1122 1329 641 599 590 60.8 589 556 606 67.7
Ipv 1775 222 141 202 210 173 164 149 185 167 172
Io 68 9.9 113 224 223 228 229 188 203 210 189
Id 6.1 101 116 191 192 203 207 160 185 198 177
crv 1244 959 945 134.6 1327 1242 1208 1349 119.1 1124 1145
rer 1124 100.8 955 102.8 105.7 108.0 1057 122.9 109.0 102.1 102.3
gRrZavlvgl?;e 105 28 08 92 85 87 68 09 92 89 19
CPI 1717 34 09 96 109 88 86 63 108 95 100
[Hjlgfl‘tnrglt‘éy 58 188 150 106 101 85 78 86 77 72 72

Source:  Own work based on UNCTAD and the World Bank databases, and Balance of Payments Statistics
Yearbook Part 1: Country Tables. IMF different editions.
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The indicator of economy openness to the world increased from 6.84% in 1991 to
22.9% in 2008. A similar pattern was noticed for the indicator of economic dependence
on foreign countries, which was increasing until 2008, when it reached 20.7%. These
two indicators also show the impact of crisis phenomena on Argentina’s economy. The
coverage ratio in value terms dropped first from 124.4% in 1991 to 94.5% in 2000, which
proves Argentina’s loss of competitiveness, but then it started to grow and reached the
level of 134.9% in 2009. This proves increase in competitiveness of Argentina’s economy.
Between 2010 and 2012 we can see again a decrease in competitiveness of Argentina’s
economy. Between 2005 and 2012 the relative coverage ratio remains at the stable level
of ca. 105%, which indicates that competitiveness in relation to other members in the
group is retained. Only 2009 diverges from this average, which could indicate economic
growth in the country in comparison to its major trading partners.

Brazil is characterised by large and well developed agriculture, mining, production
and service sectors, as well as by the rapidly developing middle class. Brazil’s economy
exceeds all South American economies and marks its presence on global markets [The
World Factbook]. Deceleration of the short-term real GDP growth after 1994, which
was connected with trade liberalisation, can be associated with the introduced Real Plan
(Spanish Plano Real) [Brazil... 2000] and the focus on reducing the inflation rate. The
problems of 1998 were caused by the global crisis and the national currency devalua-
tion at the beginning of 1999, and in 2001 — by the crisis in Argentina, its major trading
partner. At the end of the 1980s and at the beginning of the 1990s, high inflation deterred
economic and investment activities. Between 1990 and 1993, inflation amounted from ca.
470% to more than 2900%. In June 1994, the plan was introduced, which — in combina-
tion with trade liberalisation — brought about decrease in inflation. The crisis of the early
1999 triggered Brazilian Real’s devaluation by 50% and caused increase in inflation to
8.9%. Despite temporary problems, Brazil continued to implement the policy of low in-
flation, that is below 10%. Since 2003, Brazil has improved its macroeconomic stability,
developed foreign exchange reserves, reduced its indebtedness profile by approximating
it to the national debt. In 2008, Brazil became a net foreign creditor. After a fairly signifi-
cant economic growth between 2004° and 2008, which was from 3.2% in 2005 to 6.1%
in 2007, Brazil experienced the impact of the global crisis. Its economy went into a short
recession in 2009, which caused decrease in real GDP by 0.3%. Brazil was one of the first
so-called emerging markets to be back on the road to economic growth. In 2010, the rate
of economic growth amounted to 7.5%, which was the best result for over 20 years (Table
2). Growing inflation resulted in a response from the authorities, which took actions to
cool down the economy. The measures and the worsening international economic situa-
tion caused growth deceleration in 2011 and 2012. The unemployment rate has been at the
lowest level since 19977, The high interest rates in recent years made Brazil attractive for
foreign investors, first in the form of portfolio investments (the inflow amounted to USD
46.2 billion in 2009 and USD 67.8 billion in 2010) and subsequently, in the form of direct
investments (USD 48.5 billion in 2010, USD 66.6 billion in 2011, and USD 65.3 billion
in 2012) (unctadstat.unctad.org/EN). Such a large capital inflow led to appreciation of

®In 2004 it was 5.7% (unctadstat.unctad.org/EN).
7 It amounted to 6% only between 1992 and 1996.
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domestic currency, lower competitiveness of the Brazilian economy (Table 2 see crv and
rer), and forced the authorities to intervene in the currency market and to raise taxes on
certain types of foreign capital. What was retained includes: the inflationary target, float-
ing exchange rate and budgetary constraints.

The level of internationalisation of the Brazilian economy measured by means of
the three indicators was increasing from the mid-1990s to 2004. Then it started to drop,
reaching its minima between 2009 and 2011, which was followed by increase in all three
indicators. The growth in L/, is small, whereas in the case of indicators L/, and LI;, which
allow for direct and portfolio foreign investments, the growth is quite significant. The
indicator of economy openness to the world, after a small growth between 1991 and
1993, reached its minimum in 1996 (7.1%). By 2004, it had increased to 14.2%. During
the next three years it was lower, and it increased again to 13.6% in 2008. In 2012, after
three years, when it amounted to 11-12%, it equals 13% (Table 2). The indicator of the
Brazilian economy dependence on foreign countries increased from ca. 8% in the first
half of the 1990s to 13.5% in 2012.

Table 2. Economic development indicators for Brazil (percentage value)

Specification 1991 1995 2000 2005 2006 2007 2008 2009 2010 2011 2012

LI, 102 6.8 10.0 152 144 135 138 112 109 119 126
LI, 105 74 151 169 162 160 165 128 132 146 154
LI 116 87 164 177 170 196 165 156 163 153 162
Ip 339.2 405.4 356.7 425.0 427.9 429.7 420.1 4189 430.8 445.7 421.2
Ic 269.6 338.5 297.9 340.8 343.8 3444 3324 3449 348.1 361.0 353.0
Ipv 4428 720 165 162 12,6 11.7 128 132 129 133 123
lo 92 75 106 132 127 125 136 11.0 112 12.0 13.0
Id 82 82 112 111 111 115 133 108 114 122 135
crv 123.7 832 89.2 137.2 130.6 117.0 103.7 103.3 95.6 974 93.1
rer 111.7 874 90.1 104.8 104.0 101.7 90.7 94.1 87.5 885 8&3.1
Ig{reoavlvgl?;e 1.0 42 43 32 40 6.1 52 03 75 27 09
CPI 4328 660 7.0 69 42 36 57 49 50 66 54
Unemploy-

10.0 6.0 9.5 9.3 8.4 8.1 7.1 8.3 7.9 6.7 6.9
ment rate

Source:  See Table 1.

The hallmark of the Paraguayan economy is the large informal private sector charac-
terised by re-export of imported consumer goods to its neighbouring countries, as well as
by a considerable number of microenterprises and street vendors in towns. A significant
part of the society, mainly from rural areas, earn a living by pursuing agricultural activi-
ties, often at the subsistence level. Due to the fact that the informal sector is large, detailed
economic data are difficult to obtain [The World Factbook].

The Paraguayan real GDP used to increase by 3% annually until 1997. After the
financial crises of 1995 and 1997, which required a number of interventions by the
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central bank, what occurred was reduction of the available funds for financing produc-
tion, which impeded the country’s economic growth. It seems that the country regained
its economic stability and recorded the economic growth of 2.1% in 2001. The first
democratic government was able to solve the problem of inflation and government
deficit, increase foreign exchange reserves, and stabilise the economy. The second gov-
ernment achieved an even higher price stability and further reduced inflation. The an-
nual inflation rate was reduced from about 40% in 1990 to 18.2% in 1993 and 6.9% in
1997. The following year saw growth to 11.6%. The data on inflation in the 21* century
demonstrate high variability. However, the country faces serious problems with em-
ployment, which has been decreasing since 1998, leading to an increased number of
the unemployed. The highest unemployment rate was observed in 2002 — 10.7%. Since
2005 it has been maintained at the level of 6%. The Paraguayan economy started to
grow rapidly between 2003 and 2008. This resulted from the global increase in demand
for goods, which was accompanied by high prices and good weather, which supported
Paraguay’s goods export expansion®. The drought which occurred there in 2008 caused
decrease in agricultural export and economic slowdown before the global recession.
The economic growth was —3.8%. Fiscal and monetary stimulus packages were in-
troduced and already in the following year the economic growth amounted to 15%.
It slowed down to 3.8% in 2011, and it amounted to —1.8% in 2012. This resulted from
exhaustion of stimuli as well as droughts and outbreaks of foot-and-mouth disease,
which led to decrease in export of beef and other agricultural products. Political inse-
curity, corruption, limited structural reforms and infrastructure scarcity are the main
obstacles to the long-term economic growth.

The level of internationalisation of the Paraguayan economy measured with the
three indicators has increased. The growth has been observed for all three indicators
LI, L1, and LI;°. The small differences between the first and the second indicator result
from the small volume of foreign direct investment in relation to the export of goods
and services.

The indicator of economy openness to the world increased from 35.52% in 1991 to
62% in 1995, and then started to decrease to 41.4% in 2001. Subsequently, it started
to grow and reached 50-55% in the period 2002-2011. In 2012, it increased to 62.7%.
A similar pattern was observed for the indicator of dependence of the Paraguayan econo-
my on foreign countries (Table 3).

The coverage ratio in value terms decreased from 102.1% in 1991 to 82.2% [Kowalik
2003] in 1997, which proves decrease in competitiveness of the Paraguayan economy.
Then the competitiveness of the economy increased slightly and it returned to the down-
ward trend in 2005 (Table 3). The relative coverage ratio informs about decrease in Para-
guayan economic growth in relation to the major partners in the group between 1998 and
2006 and subsequently, about increase between 2007 and 2012.

What is characteristic of Uruguay’s open market economy are the export-oriented
agricultural sector, well-educated workforce and high social expenditure [The World
Factbook]. As the consequence of financial difficulties in the 1990s and between 2000

8 It is one of the largest soya producers in the world.
? Due to the lack of data on portfolio investments LI, = L.
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Table 3. Economic development indicators for Paraguay (percentage value)

Specification 1991 1995 2000 2005 2006 2007 2008 2009 2010 2011 2012

L 440 595 412 536 561 541 530 SI1 545 538 672
LL=LI, 455 608 426 541 571 558 542 517 558 547 687
Ip 55 43 39 36 36 38 43 37 37 41 42
Ic 37 31 30 26 27 29 34 30 30 34 36
Ipv 307 168 166 126 163 137 158 91 104 139 100
Io 436 620 438 546 572 543 545 516 564 552 6.7
Id 431 645 463 556 583 544 560 521 582 567 582
crv 1021 924 890 964 962 995 947 980 936 949 1156
rer 922 101.0 899 73.6 766 865 828 893 857 862 1033
ger“\Lt?l?;e 25 54 33 29 43 68 58 38 150 38 18
CPI 242 134 90 68 96 81 102 26 47 83 37
Unemploy-

6.5 3.4 7.6 5.8 6.7 5.6 5.6 6.5 5.7 5.6 6.3
ment rate

Source:  See Table 1.

and 2003, the economic growth was small or negative. It was not until the period 2004—
—2008 that higher economic growth, amounting to 6% annually on average, was notice-
able. The global financial crisis impeded Uruguay’s intensive growth to 2.4% in 2009.
Nevertheless, Uruguay was able to avoid recession and retain a positive growth rate,
mainly because of increased public expenditure and investment. In 2010, the GDP growth
was 8.9%. During two subsequent years it dropped to 5.7 and 3.8%, respectively. This,
in turn, was caused by another deceleration of the global economy and the main partners
within the Mercosur framework: Argentina and Brazil. Uruguay strives for expanding
trade not only within Mercosur, but also outside this group.

The level of internalisation of the Uruguayan economy measured by the three indica-
tors for the period 1991-2001 remained at a low level of ca. 18%. At the beginning of
the 21* century, the indicators started to grow. Indicators L/, and L/, reached their maxi-
mum in 2008, and indicator L/;in 2006. It was caused among others by increased inflow
of foreign investments, both direct and portfolio ones, but also by the abovementioned
economic growth and increased export and import. During the next years, the level of
internalisation decreased slightly (Table 4). The indicator of economy openness to the
world remained at the level of 16—-18% between 1991 and 2001 and rose rapidly in 2004
to reach its maximum of 32.4% in 2008. In the period 2009—2012, it remained at the level
of 27% with the deviation of 1% in individual years (Table 4).

The indicator of dependence of the Uruguayan economy on foreign countries has
a very similar pattern. The coverage ratio in value terms decreased between 1991 and
2001 from 111.9 to 87.7%, which proves lower competitiveness of the Uruguayan econ-
omy. Uruguay saw increase in competitiveness between 2002 and 2004. In the following
years, there was a slight downturn trend, which indicated another slow decrease in com-
petitiveness of the Uruguayan economy. The relative coverage ratio remained stable in
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Table 4. Economic development indicators for Uruguay (percentage value)

Specification 1991 1995 2000 2005 2006 2007 2008 2009 2010 2011 2012

LI, 198 165 160 293 29.6 29.6 309 283 269 272 266
LI, 201 172 172 342 372 353 378 333 327 326 32.1
LI, 206 185 185 355 463 394 361 330 345 343 362
Ip 110 112 126 84 77 74 77 79 79 84 92
Ic 90 95 112 67 63 60 63 63 64 68 716
Ipv 113.0 522 145 136 170 173 155 144 135 141 141
Io 188 166 172 282 298 293 324 27.6 263 272 28.0
1d 177 167 184 270 300 289 340 269 257 272 294
crv 111.9 983 873 1084 985 1023 90.7 1052 1049 100.0 90.6
rer 101.1 1033 882 828 784 89.0 794 958 961 909 81.0
gRreOaVlVgB;e 32 -15 -19 75 41 65 72 24 89 57 38
CPI 1020 422 48 47 64 81 79 71 67 81 81
I‘fl‘;f;“rﬁ’llt‘éy 110 100 97 89 106 92 76 73 68 60 6.0

Source:  See Table 1.

the 1990s, when it amounted to 105%, but decreased to 80% in 2006 and 2008, which in-
dicated lower competitiveness of the Uruguayan economy in relation to the group’s mem-
ber states. Competitiveness measured with this indicator grew to 96% in 2009 and 2010,
but it was followed by another decrease, to 81% in 2012. At the moment when Mercosur
was established, inflation in Uruguay amounted to 102% and was reduced to 42.2% in
1995 and to 4.4% in 2001. Due to the crisis in Argentina, inflation rose between 2002 and
2004 and reached 19.4% in 2003 (unctadstat.unctad.org/EN). It has remained stable, low
and it has not exceeded 8.1% since 2005. Unemployment rate, which fluctuated between
7.6 and 11.3% in the period 1991-2008 was reduced to 6% in 2011 and 2012 (Table 4).
Venezuela remains strongly dependent on oil revenues [The World Factbook]. In the
mid-1990s, inflation amounted to 50-60% and reached peak in 1996, which amounted
t0 99.9%. In 1994, a bank crisis occurred, contributing to the GDP decrease by 2.3%.
In 1999, there was another drop in real GDP growth by 6% (unctadstat.unctad.org/EN).
After H. Chavez came to power that year, the economy accelerated to 3.7 and 3.4% in
2000 and 2001, respectively. The significant recession in the period 2002-2003 caused
by low crude oil prices, coup d’état attempt, strikes as well as capital outflow and foreign
investors’ reluctance caused decrease in GDP by 8.9 and 7.8%, respectively. As a result
of increased oil prices and growing government expenditure, the economy rapidly ac-
celerated and reached growth of 18.3% in 2004. The following three years demonstrated
the GDP growth by 10.3, 9.9 and 8.8% (Table 5). In 2003, when H. Chavez imposed
strict currency checks, which were supposed to prevent capital withdrawal, a number of
currency devaluations took place, which disturbed the economy [Mander 2013]. Price
controls, expropriations and other governmental policies brought about shortages of food
and other products, including medical products [Venezuela’s... 2011]. Venezuela is still
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facing high inflation. In the 21* century, except for years 20002001 and 2005-2007, it
has amounted to more than 20%, and in 2003 and 2008 it was more than 30% (Table 5).
The rapid decrease in crude oil prices in 2008 caused recession in the period 2009-2010.
Another increase in crude oil prices and government expenditure helped stimulate the
GDP growth in 2011 and 2012 to 4.0 and 5.1%, respectively.

Table 5. Economic development indicators for Venezuela (percentage value)

Specification 1991 1995 2000 2005 2006 2007 2008 2009 2010 2011 2012

LI, 317 277 296 392 366 312 308 182 172 300 262
LI, 321 290 336 410 363 318 313 175 176 312 270
LI 328 28.0 318 432 341 336 313 191 183 321 281
Ip 512 395 648 701 721 724 802 852 792 568 71.0
Ic 390 302 41.6 405 423 461 508 652 53.1 379 508
Ipv 437 701 294 274 230 262 383 364 377 354 289
Io 29.1 251 239 297 29.1 278 254 172 151 249 233
Id 265 226 182 202 215 245 199 162 13.1 198 204
crv 119.7 122.8 163.0 1944 169.8 1272 1544 112.1 131.0 151.7 1284
rer 1082 129.0 164.7 1485 1352 110.6 135.1 102.1 120.0 137.8 114.8
ger‘Vlvt?l?;e 97 40 37 103 99 88 53 32 -15 40 51
CPI 342 599 162 160 137 187 314 286 291 27.1 21.1
Egiﬁglt‘éy 95 102 132 114 93 75 69 78 86 83 78

Source: See Table 1.

The indicators of the level of internationalisation, which remained at the average level
of ca. 30% between 1991 and 2002 increased to 40% in 2005. Subsequently, they de-
creased to below 20% (2009-2010). In 2011, they returned to the trend of the period
1991-2002.

The direction taken by H. Chavez with regard to the state’s political system resulted
in the indicator of openness and the indicator of dependence continuing their downward
trends. The coverage ratio in value terms, except for years 2002-2005, is at a similar
stable level, which proves that this country’s economic competitiveness does not change.
The economic competitiveness of the country grew only in the mentioned period 2002—
—2005. The relative coverage ratio maintains its stable level of ca. 130%, which indicates
that competitiveness has been retained in relation to other countries in the group.

Bolivia is a country that is rich in natural resources and its strong economic growth
is attributed to export of natural gas and zinc. However, the country continues to be
one of the least developed in South America. This results from the state’s policy, which
discourages from investing and impedes economic growth. After the financial crisis of
the early 1980s, the implemented reforms stimulated private investments and economic
growth as well as they reduced poverty in the 1990s. The period between 2003 and 2005
was characterised by political instability, racial tensions and protests against natural gas
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export. The global recession decelerated the GDP growth to 3.9% in 2009. High prices of
goods since 2010 have sustained a high GDP growth (from 4.1 to 5.2%) and large trade
surpluses.

The country had been troubled by high inflation from the 1970s. The highest inflation
was recorded in 1985, when it amounted to 11,749.6%. Fiscal and monetary reforms re-
duced the inflation rate to a one-digit value in 1993 (8.5%). After a slight growth to 12.4%
in 1996, inflation was decreased and has ever since (except for 2007, 2008 and 2011) has
been below 5%. The unemployment rate was reduced from the average level of 4.8% in
years 1991-2007, to 2.9% in 2008, and to 3.2-3.4% in the following years (Table 6).

Table 6. Economic development indicators for Bolivia (percentage value)

Specification 1991 1995 2000 2005 2006 2007 2008 2009 2010 2011 2012
LI, 172 184 175 343 380 378 421 313 348 381 445
LL=LI* 190 239 263 313 404 406 452 338 381 417 484
Ip 53 35 46 46 45 41 42 45 40 43 51
Ic 48 32 42 38 35 32 32 36 30 32 37
Ipv 257 155 94 108 96 139 169 67 58 130 78
Io 190 209 21.1 322 341 347 384 305 331 374 395
Id 209 234 247 300 302 316 347 298 313 367 344
crv 822 784 707 1145 1258 1197 121.5 1053 111.1 1039 129.4
rer 743 824 715 875 1002 1041 163 959 101.7 945 115.6
gRreOale g?;e 53 47 25 44 48 46 61 34 41 52 47
CPI 214 102 46 54 43 87 140 33 25 98 46
[njlgfl‘tnrf;lt‘éy 43 53 48 54 53 52 29 34 33 32 32

*Lack of data on portfolio investments.

Source:  See Table 1.

The level of internationalisation for the Bolivian economy between 1991 and 2012
increased by one and a half times — from nearly 20% to almost 50% (Table 6). The indica-
tor of openness and the indicator of economy dependence presented similar patterns and
increased from 20% to ca. 30%. The crv and rcr indicators demonstrate that competi-
tiveness of the Bolivian economy has increased in the 21% century compared to the last
decade of the 20™ century.

CONCLUSIONS

Taking everything into account, it cannot be argued that a regional economic agree-
ment will result in economic development. This can be illustrated by the countries that
belong to Mercosur, in particular Argentina, which experienced another deep crisis at the
beginning of the 21* century. The crisis had its impact not only on this country but also on
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other member states in the group, especially on the major trading partner — Brazil (the larg-
est economy in the group). The global recession and other factors mentioned in the analy-
sis also had an adverse influence on economic development of the other Mercosur member
states. As for Argentina and Brazil, the indicators of the level of internationalisation are not
high, which is proved by the fact that these are large countries and their natural resources
enable production and disposal based on domestic factors. The indicators have higher val-
ues in the case of two other Mercosur founding members'®: Uruguay and Paraguay. These
are smaller countries, where partially specialised economic sectors dedicate their produc-
tion to external markets. The global crisis has also brought about lower competitiveness of
economies in this group. Mercosur membership has contributed to lower inflation, higher
employment and reduced poverty, which was the case particularly in the first years of its
activity. Also the indicator of openness of the economies to the world has improved.

Macroeconomic spillovers in this region arise mainly from large fluctuations of na-
tional economies related to crises.

The lack of any shared perspective on the role of Mercosur in growth of the indi-
vidual economies hampers perceiving the integration project as a valuable and permanent
economic undertaking, which could include particular national policies in the context of
repeatable interactions within the group. Mercosur should be used for developing shared
objectives and assumptions concerning growth strategies for individual economies which
belong to this group.
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OCENA POZIOMU ROZWOJU GOSPODARCZEGO I POWIAZAN
7. ZAGRANICA KRAJOW NA PRZYKLADZIE CZLONKOW MERCOSUR

Streszczenie. W badaniach i pordwnaniach mi¢dzynarodowych wykorzystuje sic wiele
wskaznikow gospodarczych. Najwazniejsze z nich to produkt krajowy brutto (PKB), do-
chod narodowy, stopa bezrobocia, stopa inflacji, udzial handlu i inwestycji w PKB. Do
oceny wzrostu gospodarczego moga by¢ stosowane inne miary wykorzystujace PKB. Nale-
73 do nich miedzy innymi wskazniki internacjonalizacji gospodarki, poziomu aktywnosci,
otwarcia i zaleznosci oraz konkurencyjnosci migdzynarodowej. Celem artykuhu jest ocena
poziomu rozwoju gospodarczego i powigzan z zagranica krajow tworzacych ugrupowa-
nie gospodarcze Mercosur. Po krotkim wprowadzeniu do tematu przedstawiono sposob
obliczania wskaznikow rzadziej wykorzystywanych do takiej oceny, nastgpnie dokonano
analizy obliczonych wskaznikow dla krajow begdacych obecnie cztonkami Mercosur.

Stowa kluczowe: wzrost gospodarczy, integracja gospodarcza, Mercosur, Ameryka
Lacinska, badania pordwnawcze krajow
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