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Latin America's Resurgence 
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Region has fresh chance to entrench growth and break cycle of crises

 

Latin America often appears to lurch from the cusp of success to the depths of crisis, so to talk about 
resurgence invites skepticism. Nevertheless, much of the region has witnessed a swift and robust 
recovery from the successive financial crises of 2001 02. Within two years, the region's economic growth 
reached 5.6 percent in 2004, a 24-year high. Growth rates of about 4 percent in 2005 and 3¾ percent 
projected for 2006 are well above historical averages. 

Since the so-called "lost decade" of the 1980s, Latin America has made progress on several fronts. Just 
25 years ago, military dictatorships outnumbered civilian elected governments by two to one. Today the 
region is in the midst of an election cycle that will set the policy agenda and shape the continent for years 
to come. Destructive hyperinflation is becoming a dim memory, and Latin America is building resilience to 
external shocks by adopting market reforms and entrenching sound macroeconomic policies raising the 
prospect that the current expansion will be more enduring than in previous cycles. 

However, persistently low per capita income growth, high or rising poverty, and rates of inequality that 
remain among the highest in the world (see "Stuck in a Rut" on page 18) have risked undermining popular 
support for reform programs launched during the 1990s that held out great promise but often yielded 
disappointing results especially relative to other emerging market countries. Targeted social programs 
have helped meet specific needs, such as raising literacy and health standards, but interrupted reforms 
and growth, and recurring financial crises, meant that broader social improvements remained elusive
especially for the bulk of indigenous peoples (see "Latin America's Indigenous Peoples" on page 23). 
Thus, there has been a growing sense in many countries that the benefits of global integration have been 
unevenly distributed, accruing primarily to those in upper-income brackets, while the costs have been 
borne by the less-wealthy majority. In a few countries, there has even been a growing militancy among 
disenfranchised groups. 




