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Failure to sustain growth, and the process of relative (or
absolute) decline, is of more than academic interest. At the end

of 2001, the Argentine authorities made the long-anticipated
announcement that the country was unable to meet obligations to
private foreign and domestic creditors, triggering the largest debt
default in world history. This was not the first occasion that
Argentina had defaulted. In 1889/90 the Baring Crisis, caused by
default in Buenos Aires, provoked a panic in the City of London
that almost broke the Bank of England. In the 1980s, Argentine
indebtedness (in relative terms Argentina was the largest Latin
American debtor) brought the international banking system to the
brink of disaster. The distinctness of the 2001/2 default, apart from
the sheer scale of the crisis, is that the international fallout has been
limited. Is this because Argentina has become a serial defaulter?

For much of the period addressed by this book, Argentines have
been aware of the international economic ‘ranking’ of their
country. Drawing positive comparisons between the republic and
the USA, in the second half of the nineteenth century, several
commentators forecast a bright future. Political leaders predicted a
continental leadership role for the country predicated on political
and social modernisation. Immigrants from Italy and Spain, who
arrived in large numbers in the 1880s and the 1900s, testified to
the fact that material conditions were then massively better in the
republic than in many parts of Europe. By the 1920s per capita
incomes were high by European and Latin American standards,
and improving relative to other areas of recent settlement like

vii
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Australia. During the inter-war decades, Argentina was easily the
most prosperous economy in South America – accounting for
around half continental output and overseas trade – and by far the
most industrialised. This position was maintained for much of the
second quarter of the twentieth century. In 1950, Argentina was
still the largest economy in Latin America, accounting for one-
quarter of continental GDP, and significantly bigger than either
Brazil or Mexico. Yet, by the 1960s, negative contrasts were being
made with the course and pace of development in neighbouring
republics and other economies. Having aspired to First World
status and continental leadership, Argentines felt that their country
was slipping into the Third World. In per capita terms it was
becoming clear that little growth had occurred between the 1950s
and the 1980s and at this point Argentines were even less confident
about their prosperity and international ranking. They were aware
that output per capita, which had been significantly higher than
that of Austria, Greece, Italy, Japan, Portugal, and Spain and
several times greater than that of the soon-to-be East Asian tiger
economies at mid century, was much lower than all these countries
by 1985. During the 1990s there was a return of confidence and
sense of a capacity to ‘recapture’ a lost future, only for that future
to be jeopardised by the 2001/2 crisis.

This book explores the history of Argentina in the nineteenth
and twentieth centuries in order to explain the development
paradox: namely, the transition from confidence in the future to a
sense of near collapse; from nineteenth-century ‘tiger economy’ to
late twentieth-century ‘basket case’; from an aspiring democracy to
institutional terrorism; and from societal integration to social
atomisation. Why did Argentina experience so much difficulty in
effecting a relatively smooth transition from rapid growth and insti-
tutional change at the end of the nineteenth century to a developed
polity and economy during the second half of the twentieth?

viii Argentina: A Short History
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During the greater parts of the colonial period, the region that
would become Argentina was regarded as a poor, far-flung

part of the Spanish empire. The Río de la Plata failed to live up to
the promise of the name bestowed upon it by the conquistadores.
If precious metals – and a compliant workforce – were regarded as
the principal sources of wealth elsewhere in Spanish America, here
there was no silver and precious few people – and those encoun-
tered by colonial administrators and would-be settlers were
anything but malleable. Spanish control was tenuous in the
extreme. Another misnomer was the title conferred on the city – La
Ciudad de Nuestra Señora Santa María de Buen Aire. For much of
the eighteenth and nineteenth centuries, Buenos Aires was a
malodorous township located close to tidal mudflats, surrounded
by the slaughtering pens of meat-salting and tallow-rendering
plant. From these unpromising beginnings a city and a nation
would emerge. By the early twentieth century, Argentina was the
tenth largest trading economy in the world, a success story of
national consolidation and political–economic progress, while
Buenos Aires was being described as the ‘Paris of South America’.
The city had become one of the great capital cities of the world – a
vibrant opulent metropolis boasting fine public parks, grand
avenues, and a modern infrastructure. According to the popular
cliché, the country had been made by British gold, Italian blood,
and French culture, with a residual patina of Spanish sensibilities.

The second largest country in South America after Brazil,
Argentina comprises a little over one million square miles (2.7

1
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million square kilometres). It is about one-third the size of conti-
nental USA (that is, slightly larger than the part that lies to the east
of the Mississippi) or similar to Western Europe. Located in the
south-east corner of the continent, lying between 21° 40' and 55°
18' south and 53° 38' and 73° 25' west, nearly the whole of the
republic is situated in the temperate zone of the southern hemi-
sphere, though due to the sheer size of the country there are
considerable variations in climate and topography. Argentina
shares land frontiers with Chile in the west, Bolivia and Paraguay
in the north, and Brazil in the north-east. Uruguay lies across the
River Plate estuary to the east.

Conventionally, the country is divided into four geographical
zones: the Andes, the north, the pampas, and Patagonia. The north
is sometimes further sub-divided: the Andean north (broadly the
provinces of Jujuy, Salta, Tucumán, Catamarca, and La Rioja); the
Chaco (Formosa, Chaco, and Santiago del Estero); Mesopotamia
(Misiones, Corrientes, and Entre Ríos). The north-west (like the
far west) is dominated by the Andean chains (cordilleras), and
shares many characteristics with the high, arid, cold puna of Peru
and Bolivia. However, running down towards the north-east, the
sub-tropical Chaco is flatter. It is a region of high rainfall and
rolling forest drained by the rivers Bermejo and Paraguay. Lying
immediately south-east of the Chaco, and west of Brazil, is
Argentine Mesopotamia, an extension of the Paraná plateau.
Situated between the rivers Paraná and Uruguay, this area also
comprises well-watered rolling country, the more densely forested
north giving way to open grassland in the south.  Agriculture and
the processing of agricultural commodities are the principal
economic activities of Mesopotamia. Logging predominates in the
Chaco, though tobacco and cotton are also grown. The north-west
is rapidly developing as a centre of mining and energy production
with large reserves of oil and natural gas. Extractive operations are
now displacing more traditional activities like distilling and cane-
sugar and livestock production. Historically, the north was the
demographic centre of the country. The north-west was settled first
by the Incas and subsequently included some of the earliest cities
established in the region during the colonial period. Nomadic
forest-based Amerindian cultures predominated in the Chaco and
northern Mesopotamia. This was the area where the Jesuits estab-

2 Argentina: A Short History

Prelims.qxd  04/10/02  07:38  Page 2



lished the first Guaraní missions. During the latter part of the
seventeenth century and until the expulsion of the Jesuits in 1768,
the Guaraní reducciones functioned virtually as a self-contained
theocracy.

The pampas (a term derived from bamba, the Qechua for
upland meadow) constitute the principal physical feature of the
central region of the country. Flat and featureless, but hugely fertile,
the pampas extend westwards from the city of Buenos Aires for a
radius of approximately 400 miles. Beyond this arc, over the next
two hundred miles or so, the prairies gradually give way to the
foothills of the Andes. Yet, with the exception of the Córdoba hills,
much of this extension of the true pampa stands hardly more than a
few hundred feet above sea level. The southern part of the pampas,
the pampa húmeda, normally enjoys good rainfall even though
there are few rivers of any importance. Similarly fertile, the
northern districts of the pampa seca are drier. The province of
Buenos Aires lies almost entirely within the humid pampa, though
the neighbouring province of La Pampa is drier. The dividing line
between the humid and dry pampa runs broadly from east to west-
north-west through the provinces of Santa Fé and Córdoba. The
pampas represent the economic, demographic and political
heartland of the country. The province of Buenos Aires and the
federal capital are respectively the first and second most important
electoral districts, accounting for approximately two-thirds of
voters. The region also accounts for a disproportionately large
share of agricultural production and industrial output. Until the
eighteenth century, nomadic tribes held sway in the central pampas.
They had domesticated horses, abandoned with the failure of the
first efforts to colonise Buenos Aires between 1536 and 1541, and
complemented their traditional diet and patterns of activity by
hunting cattle, similarly abandoned. The basis of the gaucho society
had already been formed by the end of the seventeenth century.
Hitherto depicted as an empty (that is unsettled) ‘desert’, the region
was transformed between the 1880s and 1920s. Massive immi-
gration from Europe (notably Italy and Spain), foreign investment
and the export of temperate agricultural commodities ‘made the
pampas’. The area of pampean land under cultivation doubled
during the late nineteenth century and again during the period
immediately before the First World War. The systematic

Introduction 3
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exploitation of pampean resources dates from the nineteenth
century, but the region had become an important source of exports
of hides, dried-salted meat, grease and tallow by the eighteenth
century. At that time, production was informally organised on the
basis of the irregular hunting expeditions – vaquerias – licensed by
the Crown to ‘crop’ herds of wild horses and cattle that roamed the
prairies. During the colonial period, established estancias, largely
devoted to the breeding of mules and draught animals for the silver
mines of Upper Peru (Bolivia), tended to be found in Uruguay and
Córdoba, and in the valleys of the north-west, not in the pampas
adjacent to Buenos Aires. By the 1840s, ‘colonial commodities’ like
hides and tallow – the traditional frutos del país – were being
complemented by ‘modern’ exports such as wool. Later still, the
production–export schedule would include cereals (wheat, corn
and linseed) and meat (canned meat and exports on the hoof being
displaced by higher valued-added frozen and chilled meat around
the First World War).  Between the 1870s and the 1920s, the value
of overseas trade per capita – largely commodities produced in the
central pampas, southern Mesopotamia and Patagonian sheep
stations – increased virtually four-fold.

Wind-swept Patagonia is made up of five provinces: Neuquén
(in the north-west of the region), Río Negro, Chubut, Santa Cruz,
and Tierra del Fuego. Islands in the South Atlantic, along with
Antarctic territory, claimed by Argentina are also formally
included in Patagonia. Northern regions of Patagonia are drier and
warmer. The south is windier, and – during the antipodean winter
– bitterly cold. The east is generally wetter than the west, though
districts in the western cordilleras, particularly in the north, are
watered by snow-fed rivers that rise in the Andes. The Andes
dominate the west of the country, extending from the far south to
the north. Agriculturally, Northern Patagonia is largely given over
to fruit production and mixed farming. Further south, sheep runs
predominate. Tourism in resorts of the Andean lake district – and
eco-tourism in the far south – is also significant. The region
contains important oil reserves: national petroleum production
dates from the discovery of deposits around Comodoro Rivadavia
at the beginning of the twentieth century – and various minerals.

The Argentine Andes contain the highest peaks in South
America: Aconcagua, 23,000 feet, and Tupungato, 22,000 feet.

4 Argentina: A Short History
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Cuyo (comprising the provinces of Mendoza, San Juan, and San
Luís, more properly an extension of the western pampa) is the
most densely settled region of the Andes and Andean foothills. The
area includes some of the most prosperous non-pampean
provinces and some early centres of colonial settlement. The irri-
gated districts of Cuyo are among the most productive in the
republic. Historically, a centre of wine production and ranching,
parts of the region are now diversifying, growing a broad range of
commodities for the national and international markets.
Particularly in Mendoza, this process is aided by the development
of hydro-electricity and improvements in communications with
other parts of the republic and neighbouring countries.

Notwithstanding the predominant importance of the natural
endowments of the pampas, Argentina boasts an ability to exploit
a wide range of resources. It has, and is developing the capacity to
satisfy domestic energy needs and become an important exporter
of a wide range of energy products, including gas and electricity.
The cordilleras contain deposits of exploitable minerals: even
today the full extent of these resources remains imperfectly under-
stood. And, although there are regions of agricultural speciali-
sation, such as hard fruit production in Neuquén, citrus and stone
fruit in Mesopotamia, and cereals and pasture in the central
pampas, much of the agricultural land of the republic has the
innate capacity to produce a very wide range of temperate
commodities. The actual and potential comparative advantage of
the pampas is enormous – not least in terms of a ‘green premium’,
the ability to realise high yields without the use of chemicals and
artificial additives. The ability to exploit this natural wealth has,
critically, depended on a number of inter-related factors: an efficient
infrastructure; the political capacity to deliver a stable environ-
ment for growth; and an appropriate international trade regime.

The demographic (and economic) centre of gravity of
Argentina shifted dramatically following Independence from Spain
at the beginning of the nineteenth century. Spanish power in the
Americas rested on silver. Hence it was hardly surprising that
before the establishment of the Río de la Plata viceroyalty the
economic as well as the administrative focus of the territories of
south-eastern Spanish America were centred on the Andean
plateau and coastal region. Until the late eighteenth century the

Introduction 5
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River Plate was subject to the authority of Lima, the capital of the
viceroyalty of New Castile. The largest city in the New World by
the early seventeenth century, the mining camps located around
Potosí (Bolivia) were an important market for livestock, agricul-
tural products and manufactures – regionally produced and
imported. The mining camps bought in mules, cattle and leather
goods from Uruguay and Córdoba. The north-west and Cuyo
provided pasture for animals, to be fattened before the last stages
of the long trek from the coast to the mines, and produced a range
of artisan manufactures – woollen ponchos and other textiles,
pottery, wine and spirits, sugar and preserves, and wooden arti-
facts. From Buenos Aires came contraband. Silver funded the
colonial administration, generated huge personal fortunes and
served as a circulating medium. Even with the exhaustion of the
early mines, the Andean region remained the focal point of the
region. This was ensured by the opening up of new mines in
present-day Peru and the unrelenting colonial mercantilist
commercial order that prohibited direct trade from Buenos Aires.
Overseas commerce was required to be conducted through the
Iberian peninsula (Seville and subsequently Cádiz) via Lima,
Callao and the Isthmus, and Havana. Not only was the north-west
and Cuyo the principal region of settlement, but these areas
retained strong commercial and financial links with Bolivia and
Chile until the late nineteenth century. Buenos Aires, with its back
to the Atlantic and virtually surrounded by the ‘desert’ was a far-
flung outpost, surviving on fiscal transfers from the Lima treasury,
primitive farming and ranching, and contraband. During the mid-
eighteenth century, smuggling was probably the principal
economic activity of Buenos Aires, certainly the most lucrative. No
longer a backwater of Empire, it was the back door into the
Spanish Empire in South America for North Atlantic merchants
who sought to trade directly with the River Plate or consign goods
via Brazil. By the time the new viceroyalty was created, illicit
commerce was probably as valuable as legal trade – a silver sink
draining bullion and specie to Britain, the Netherlands, France and
elsewhere.

Refounded in 1580, the city of Buenos Aires formed part of the
Charcas region of the viceroyalty of Peru. Administrative
dependence on Lima determined the economic physiognomy and

6 Argentina: A Short History
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political raison d’être of the area until late in the eighteenth
century. The settlement was devised to defend the weak underbelly
of empire. Although smuggling grew apace in the eighteenth
century, the theory – and much of the substance – of colonial
mercantilism and imperial monopoly remained intact until the
onset of the struggle for Independence. The status, structure and
importance of the region changed with the formation of the
viceroyalty of the Río de la Plata in 1776. Nevertheless, the indian
frontier remained perilously close to the city – barely thirty miles
away – and the existence of the viceroyalty was repeatedly
threatened by Portuguese ambitions in Uruguay and Paraguay.
Views about the potential of the region were, however, beginning
to change even before the 1776 administrative reforms. The
fertility of the pampas was recognised as a source of power and
wealth, notwithstanding the tyranny of distance and poor means
of communications. The establishment of the new viceroyalty was
but one element in a series of administrative, financial and
commercial reforms designed to revitalise Spanish imperial power
in the Americas. 

The main institutions of colonial rule were the Crown, the
Church, the Army, and the Merchant Council or Guild
(consulado). Centred on Lima, the administrative and judicial
system was composed of a hierarchy of officials subject to the
Council of the Indies based in Seville. For most of the period from
the mid-sixteenth century until the late eighteenth, Argentina lay
within the Audiencia de Charcas. Charcas was the name of both
the audiencia, a sub-division of the viceroyalty of New Castile, and
its administrative centre – the city is now known as Sucre. Civil,
military and ecclesiastical authority conformed to the same
arrangement, subject to Lima, Seville and, ultimately, the Crown in
Madrid. Within this jurisdiction, cities such as Asunción, Córdoba
(seat of the first university in the country, established in 1622),
Salta, Santiago del Estero (the oldest permanent settlement),
Tucumán (site of the 1816–20 Congress that declared
Independence and drafted the first national Constitution), and
Santiago de Chile were administratively and economically more
important than Buenos Aires for much of the pre-eighteenth
century period. The rise to prominence of Buenos Aires, however,
was confirmed with the formation of the viceroyalty of the River

Introduction 7
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Plate. The territory of present-day Bolivia, Paraguay, Uruguay,
parts of Chile, as well as Argentina itself, now became subject to
Buenos Aires. Designed to strengthen peninsula authority in the
Americas, the formation of new viceroyalties was part of a series of
measures, known as the Bourbon Reforms, which were launched
in the last third of the eighteenth century. In addition to adminis-
trative reorganisation, measures such as ‘imperial free trade’
(comercio libre) were enacted. There was, too, some easing of race-
based social restrictions – the petit apartheid of empire. Colonial
society was categorised largely along ethnic lines: status, occu-
pation and dress were determined by race and established in law.
Social degrees ranged from peninsula-born whites (peninsulares),
to whites born in the Americas (criollos), through a whole
gradation of mixed races – mestizo (mixed indian/white
parentage), pardo (black/white), zambo (black/indian) and many
more – to liberated blacks. Slaves, of course, were chattels.
Community indians (repúblicas de indias) were protected subjects
of the Crown – at least in theory, their lives governed by a distinct
code. 

Influenced by the needs of imperial defence and metropolitan
regeneration, administrative reform and new commercial and
fiscal arrangements were devised to reactivate a stagnating
colonial economy and to promote a flow of treasure to Spain. In
some areas, the reforms were held to be responsible for the revival
of mining, economic diversification and growth. Tighter adminis-
tration certainly enhanced the fiscal return on empire. In the
medium term, economic growth and greater Spanish control
promoted a surge in the flow of tax revenue to the peninsula.
However, closer supervision from Madrid and making the empire
pay for its own defence offended creole sensibilities, as did the
easing of socio–ethnic restrictions. Similarly, economic revival in
some areas, growth in others and the piecemeal ‘liberalisation’ of
trade disturbed old alliances and vested interests. In the long-run
the Bourbon administrative and financial reforms destabilised the
‘imperial compact’, contributing to demands for greater local
autonomy and, subsequently, independence – particularly in
regions such as the River Plate where the direct influence of metro-
politan government had been softened by distance and a capacity
to ‘negotiate’ with and through intervening layers of authority. The
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new commercial regime, which overturned the mercantilist order,
challenged the position of interests that had benefited from – and
supported – royal authority while generating opportunities for
new groups historically less dependent on the imperial connection.
Some of these were merchant–landowners, many of whom had
engaged in smuggling. They had grown accustomed to flexible
personal relations with long-serving colonial officials responsive to
local needs and were most likely to be antagonised by the more
robust application of imperial edict favoured by post-Bourbon
Reform bureaucrats drafted in from Spain.

If the Bourbon Reforms both strengthened imperial control
(albeit at the expense of destroying some powerful colonial institu-
tions) and fostered resentment, the immediate causes of
Independence were triggered by events in the peninsula and global
power conflicts, namely the British invasions of the River Plate in
1806 and 1807 and the Napoleonic conquest of Spain in 1807–8.
With the collapse of legitimate power, patriotic juntas sprang up in
the River Plate, as elsewhere in Spanish America. The juntas
rejected the authority of Joseph Bonaparte, now installed as king
in Madrid, and swore a tenuous allegiance to the House of
Bourbon. In the case of the Buenos Aires junta, ‘national’ senti-
ments and aspirations had previously been strengthened by the
successful expulsion of British expeditionary forces. In July 1806,
returning to Great Britain following a successful expedition to
Cape Town, Commodore Sir Home Popham landed a force of
around 1500 regular troops under the command of General
William Carr Beresford at Quilmes, some miles to the south of the
city of Buenos Aires. After a two-day march, Beresford took the
city with hardly a shot being fired, Viceroy Rafael de Sobre Monte
having already abandoned the fort, fleeing with the Spanish
garrison to Córdoba from where he expected to regroup and
launch a counter-attack. Popham’s action remains a matter of
dispute. Formally, it was unauthorised, though there is suspicion
that he may not have been discouraged from engaging in oppor-
tunistic action in South America, notably the River Plate. The
manoeuvre may also have owed something to the activities of
South American agents such as Francisco de Miranda in London.
Soon-to-be patriots, precursors of independence such as Miranda,
played a shadowy game of intrigue where expectation was all and
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substance questionable. They cultivated commercial and political
interests in London, claiming that South America was ripe for
revolution. A suitable military gesture would be all that was
required to deliver an uprising by creole forces who were anxious
to throw off the yoke of Spanish tyranny. Enlightened creoles, it
was argued, were keen to embrace modern ideas of political and
economic organisation espoused by Britain. Experiencing a sharp
contraction in overseas trade as the result of the Napoleonic
Continental System that closed European markets to British goods,
merchant and financial interests in London were well disposed to
the ideas peddled by Miranda and applauded the action of
Popham. They were inclined to view Buenos Aires as a potential
Cape Town – a strongpoint that could be readily secured as a
British base from which trade could be conducted with an
extensive, prosperous hinterland. The wealth of the region was
apparently demonstrated by the quantity of silver plundered from
the viceregal treasury by Popham. Even if it had initially been ill-
disposed, popular and commercial pressure forced the British
government of the day to send an expeditionary force, under the
command of Major General John Whitelocke, to reinforce
Beresford.

Even before Popham had reached London, the expectations of
Miranda and his ilk had been confounded by events in Buenos
Aires. Although Beresford’s entry into the city of Buenos Aires had
been largely unopposed, British forces were hardly greeted as a
liberating army; possibly they had come to occupy, not to liberate.
By the middle of August 1806, Beresford’s position had become
untenable. He was opposed by regular forces from Montevideo
commanded by Santiago de Liniers, the senior colonial military
official in the absence of the viceroy, that had slipped through
Royal Navy patrols, the Buenos Aires urban militia (composed of
Spanish civilians and the patricios – a creole company formed for
the occasion), and gauchos raised by Juan Martín de Pueyrredón,
sometime criollo official in the colonial administration. The
assault – the reconquista – was swift and dramatic. After a two-day
bombardment, the British surrendered and were interned in Luján.
The omens were not auspicious for the establishment of a
commercial beachhead in South America. A couple of days after
Beresford’s surrender, an ‘open meeting’ (cabildo abierto) was
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declared in the city of Buenos Aires. The assembled peninsula and
creole notables, composed of landowners, merchants, clerics and
officials, conferred overall military command on Liniers who made
ready for the anticipated British counter-attack. By February 1807,
British forces remaining in the River Plate were firmly dug in
across the river in Montevideo, awaiting the arrival of Whitelocke
and some 10,000 war-hardened veterans.  Whitelocke began the
assault on the city in July. Possibly failing to recognise the determi-
nation and preparedness of his foe, he committed the strategic
error of making a frontal attack. The gridiron layout of the city
gave the defenders a considerable advantage. Virtually every house
in the centre was fortified. Densely packed together in the straight
narrow streets, the invaders were exposed to withering crossfire
from roof-top marksmen who enjoyed a clear line of view. Unable,
or unwilling, to use artillery, the British forces were reduced to a
block-by-block slog. Almost one-third of Whitelocke’s troops were
killed, wounded, or taken prisoner. He accepted Linier’s offer of a
truce. British forces were evacuated to Montevideo which was then
abandoned as Whitelocke sailed for London, to face court martial
and disgrace.

The British invasions of 1806 and 1807 were pivotal events in
Argentine national political history. La defensa and la reconquista
forged a sense of civic pride and self-confidence, if not the nation
itself. The critical factor was that residents of Buenos Aires
(porteños) had organised their own defence, unaided by the
colonial power. Seasoned foreign troops had been defeated largely
by the urban militia and peasant irregulars. Strategic and political
decisions had been taken by local actors without reference to
Madrid and with hardly any intervention from Viceroy Sobre
Monte, the discredited representative of peninsula authority who
had conducted an ineffective campaign in the interior. The cabildo
abierto had provided a forum to air views about the political
future of the region, allowing distinct positions to coalesce.
Disagreement among the Spanish administrative and commercial
communities allowed ‘Americans’ to seize the initiative, although
outright Independence remained the project of a relatively small
minority. In one other respect the British invasions of Buenos
Aires and Montevideo were fundamental. Briefly, the ports were
opened.  While the porteños elite rejected British political and
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military aspiration for the River Plate, the demonstration effect of
free trade was telling. As elsewhere in Latin America, the opening
of the ports highlighted the real and opportunity costs of Iberian
mercantilist monopoly and illegal trade. Inevitably, comercio libre
and metropolitan claims to ascendancy rooted in historic legit-
imacy and imperial defence were now seen in a considerably
different light by criollos of many classes.

These sentiments were intensified with the French invasion of
Iberia, the rapid defeat of Spanish forces and the disintegration of
Bourbon authority with the abdications of, first, Carlos IV and
then Ferdinando VII, his son. Liniers, who was French by birth
and now confirmed as viceroy by the cabildo, made the mistake of
receiving Bonaparte’s emissaries, although declaring in favour of
Fernando VII. News from Spain and the arrival of French and
patriot representatives from the peninsula resulted in confusion in
the River Plate. Who had the best claim to authority in the
Americas: Joseph Bonaparte, upstart King of Spain; the patriotic
juntas that had sprung up across the peninsula and who were
formally pledged to the Bourbons; existing representatives of
imperial power; or creole notables? Protesting loyalty to Spain in
mid 1808, Montevideo broke with Buenos Aires. In 1809 there
were revolts against Spanish rule in Upper Peru. By 1810, news
that the last patriotic junta in Spain had been crushed by the
French led to the establishment of an autonomous administration
in the River Plate. This was the May Revolution.

Amidst the chaos of the final collapse of Bourbon legitimacy in
Spain, there was some confusion about the ultimate course to be
taken in Buenos Aires. Would the cabildo abierto declare in
favour of Ferdinando VII, seeking to establish a monarchy in the
Americas, or adopt the radical, popular course of Independence?
Most of the provinces sent representatives to Buenos Aires to
participate in these deliberations, though Bolivia, Paraguay and
Uruguay went their separate ways, notwithstanding strenuous
military efforts by segments of the porteño elite to preserve the
territorial integrity of the viceroyalty. By 1815, with Ferdinando
VII restored to the Spanish throne, Independence was viewed as
the only option and formally declared in July 1816, confirming
deliberations taken at the Constituent Congress of Tucumán. The
Revolution of May 1810, which grew out of the crisis of legit-
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imate authority in the peninsula, was the only movement of its
kind in Spanish America not to be suppressed – even temporarily
– by royalist forces. From the May Revolution would emerge the
liberal aspirations of constitutionalism, republicanism and
popular representation. These concepts, however, had to
confront, and contend with, the reality of military strongmen
(caudillos) associated with the struggles for Independence and the
chaos of the immediate post-Independence decades, positivism of
the late nineteenth century, and populism and authoritarianism in
the twentieth century.

Ordering the nation proved more difficult than declaring
Independence as, indeed, determining an appropriate name for the
country. Echoing the designation of the viceroyalty, the United
Provinces of the River Plate, favoured in May 1810, proved to be
something of a misnomer as the region balkanised. Although the
term ‘República Argentina’ first appears in the 1826 Constitution,
‘Nación Argentina’ was used no less frequently. By the 1850s,
when Buenos Aires seceded from the other provinces and main-
tained a separate sovereignty from 1853 to 1862, reference was
increasingly made to the ‘Confederación Argentina’. Only since
the 1880s has the country been known consistently as the
Argentine Republic. The 1854 Constitution – which remained in
force until 1995, except briefly from 1949 to 1955 when the
‘Peronist Constitution’ (‘Constitución Justicialista’) applied –
envisaged a federal entity, modelled largely on US arrangements,
save that the executive enjoyed, formally and actually, substan-
tially more authority than the provinces and the legislative and
judicial powers. The 1854 arrangement also determined the
political map for almost a century. Some fourteen provinces made
up the republic. In addition, there were the national territories.
Until the so-called desert campaign of 1878–79 in Patagonia, most
of the national territories lay in the north – El Chaco, Formosa,
Misiones, and Los Andes (created in 1910 following the resolution
of a border dispute with Bolivia and Chile). The southern national
territories – La Pampa, Neuquén, Río Negro, Chubut, Santa Cruz,
and Tierra del Fuego – were organised in the 1880s, after the
‘Desert War’. Most of the national territories acquired the status of
provinces in the 1940s and 1950s. The exceptions were Los Andes,
which was divided among neighbouring provinces, and Tierra del

Introduction 13

Prelims.qxd  04/10/02  07:38  Page 13



Fuego, which remained a national territory until the 1980s. The
other major administrative reorganisation was the federalisation
of the city of Buenos Aires in 1880 and the effective conferment of
provincial status on the government of the federal capital in the
1994 Constitution.

As a sovereign entity, Argentina has existed for less than two
centuries: the bicentenary of Independence will be celebrated in
2010. The economic and political organisation of the republic date
largely from the 1880s, as does the modern demographic profile of
the country. Indeed, current social and economic organisations are
rooted principally in the structural changes that took place during
and after the 1880s. The effective occupation of what was to
become national economic space did not occur until after the
1870s. Only with the ‘conquest’ of Patagonia in 1878–9, were the
current political frontiers of the country established, notwith-
standing disputes with Chile in the 1880s, around the turn of the
twentieth century, and the 1980s (and the unresolved issue of the
sovereignty of South Atlantic islands and Antarctic territories).
The principal administrative and political institutions all assumed
a recognisable modern form in this period, albeit shaped by events
and ideas deriving from the colonial period and influenced by the
struggles for Independence and national consolidation following
the revolution of 1810.
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For much of the nineteenth and twentieth centuries, Argentina
was an ‘open’ economy and society. From the late nineteenth

century, the republic assumed a leadership role in the region and
aspired to achieve a significant place in the world community.
International openness was reflected in a flow of ideas and people
as well as expansion in overseas trade and foreign investment.
National consolidation and the prosperity associated with
economic growth underwrote the increasing confidence with
which administrations in Buenos Aires conducted relations with
neighbouring countries and engaged with players on the world
stage. The eighth largest country in the world, and the second
largest in South America, by the 1880s Argentina had become the
third most populous country in Latin America after Brazil and
Mexico, a ranking retained until the 1980s. At the beginning of the
twentieth century, the republic accounted for approximately one-
half of South American production and trade (a position held until
mid century) and, in economic terms, was the tenth largest
commercial nation in the world economy. 

International economic insertion created opportunities and
brought challenges. Long-term cycles in the global economy
shaped domestic economic structures and patterns of activity.
Argentina’s engagement with the world economy – notably during
the latter part of the nineteenth century when global growth was
particularly pronounced and the system largely unconstrained by
controls on the movement of people, finance and trade – was asso-
ciated with the development of the pampas, mass immigration and
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rapid population growth, foreign investment and an exponential
expansion in the production of agricultural commodities for
export. While world commodity prices remained buoyant, the
result was increasing affluence and confidence – not merely among
the pampean estanciero elite. It was during this period that
Argentine statesmen conceived of their country as a second United
States of America (a dynamic modern frontier society made by
immigrants) and, indeed, as a potential rival to the USA. The world
economy, however, was volatile. Global patterns of demand
changed and – as the experience of Argentina demonstrated – a
comparative commercial advantage based on factor endowment
was no guarantee of enduring efficiency nor, indeed, of access to
overseas markets. The appearance of new production technologies
might benefit some economies and societies at the expense of
others. Moreover, ideologies were subject to change as much as
circumstances. If Argentina, and its position in the world economy
during the nineteenth century, was influenced by the ideology of
economic liberalism and command of natural resources that facili-
tated the production of primary commodities, the shift from multi-
lateralism to bilateralism during the inter-war decades was bound
to have an impact. As commodities prices softened before the First
World War and international relations became characterised first
by Great Power rivalry and, after the 1940s, the Cold War, the
changed economic and political climate was bound to have an
impact on Argentine integration in the international system and
domestic assessments of the global connection.

Hence, if powerful Argentine interests had espoused internation-
alism for much of the latter part of the nineteenth century, and
society was reforged by immigration, there was a more nuanced
approach to the politics and economics of international relations
during the twentieth century. Around the end of the nineteenth
century, increasing national self-confidence resulted in aspirations to
continental leadership, a sentiment that was strengthened with the
celebration of the first centenary of Independence in 1910. As the
global climate became chillier, Argentines became more combative.
Nationalism underpinned demands for greater international recog-
nition and inculcated in some a sense of exploitation by external
forces. These sentiments were intensified by difficult commercial
relations with Britain during the 1930s and, subsequently, a

18 Argentina: A Short History

Part One.qxd  04/10/02  07:38  Page 18



rejection of US claims to continental hegemony. Having been
attracted by the possibility of constructing an exclusively Latin
American sense of continental identity in place of the idea of Pan-
Americanism (rooted in the Monroe Doctrine) being peddled by
Washington, some Argentine statesmen and politicians moved from
a position of ‘independence’ from the USA to outright opposition to
the US strategy for the Americas during the 1940s. For many in
Argentina, US measures such as the Good Neighbor Policy and
Alliance for Progress were seen as crude mechanisms to deny the
country its rightful role as continental leader and to compel
conformity with an economic model that would secure the regional
and global position of the USA. Relations with the USA thus became
an issue of domestic politics and relations with neighbouring coun-
tries, particularly Brazil, were tempered by their perceived and
actual association with the USA.

As implied, there was an ideological dimension to the ques-
tioning of internationalism and liberalism, albeit underwritten by
the experience of economic instability in a harsher global envi-
ronment. For a large part of the period between the 1930s and
1960s, significant – possibly very substantial – numbers of the
political class and intellectual elite were at best equivocal about the
commitment to, and the benefits to be derived from, internation-
alism. Relations, initially with the UK and subsequently the USA,
were equated with exploitation and an unwillingness to respect
justified Argentine aspirations. This was complemented by a view
that the country was less dependent on the world economy than
the world was on it. As a resource-rich, mature society, the country
could and should plough an independent furrow. Indeed, it was
argued that US antagonism derived largely from this reality – that
Argentina had both the confidence and capacity to pursue a
distinct course. Even at the height of the pre-First World War boom
there were those who questioned the liberal achievement.
Economic openness and internationalism had delivered growth
and prosperity – particularly for pampean interests – but social
and regional disparities were pronounced. And, where was indus-
trial development? By the inter-war period, concern about the
‘social question’, limited industrial growth, and regional imbal-
ances had become subsumed in broader concerns about the macro-
economic efficiency and political sustainability of the
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internationalist model. These reservations and doubts influenced
post-1940s semi-autarchic projects of forced industrialisation and
national integration. Often associated with the theorising of Raúl
Prebisch, sometime head of the Argentine Central Bank, secretary
of the United Nations Economic Commission for Latin America
and UNCTAD, the drive to industrialise from the 1940s to the
1970s shaped both Argentine attitudes to the wider world and
relations with it.

During this period, the country’s participation in global
commercial and financial flows declined and the official language
of Argentine international relations became populist and nation-
alist. For some, this was a period of growing isolationism – a sense
that the country did not ‘need the world’ and derived little benefit
from membership of the international community. In the paradox
of antagonisms – for others this was a time of acute exploitation by
external forces. To a large extent, international relations and atti-
tudes to the world at large mirrored domestic politics which were
becoming increasingly crabbed and conflictive, characterised by a
cycle of alternating civilian–military administrations. On the right,
particularly those who espoused the doctrine of national security
(preparedness to combat the communist menace at home and
overseas), the country was engaged in a struggle with ‘anti-
democratic, anti-Western’ forces – a third world war in the
making. For those on the left, a global capitalist conspiracy was
frustrating national development and social justice. US–Argentine
relations were particularly chilly in the 1940s and early 1950s.
However, while elements of the Argentine military collaborated
closely with their US counterparts from the 1950s to the 1970s and
embraced US Cold War ideology and rhetoric, this very proximity
coloured attitudes of other segments of Argentine society.
Domestic political instability from the 1950s to the 1980s, and the
ambivalent attitude of Washington to military governments in
Buenos Aires, alienated those who saw the hand of the USA in the
collapse of democratic administrations. And not all those who
questioned US policy were conventional radicals. Some nationalist
business groups were equivocal about the role of US corporations
in the republic and deplored US hostility to projects of import-
substituting industrialisation and efforts to establish regional
economic blocks, particularly the Latin American Free Trade
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Association, which proved fairly dynamic in the 1960s. From the
1950s to the 1980s, the language of Argentine foreign policy was
influenced by prevailing currents of nationalist and dependency
thought. Only in the 1990s would an Argentine minister of foreign
affairs publicly announce the end of a ‘century’ of Argentine antag-
onism to the USA and the substitution of ‘realism’ for ‘ideology’ in
relations between the two countries.

How are these shifting perceptions and parameters to be
explained? Some of the answers to these questions lie in domestic
politics, others in international economics. Immigration and
massive capital inflow during the latter part of the century were
associated both with the ‘liberal’, oligarchic project for export-led
growth – the economics, though not necessarily the politics, of
liberalism. The resulting domestic transformations were
impressive, though not necessarily comprehensive. Frontier
movement across the pampas converted the River Plate into the
breadbasket of the world. Social structures changed – how could
they not? – when, in 1914, one-third of the total population (and
approximately three-quarters of the Buenos Aires working class)
was foreign-born. Politics became more pluralistic and ideologies
competed – ‘Old World’ anarchism and socialism, and Argentine
‘populism’ and nationalism. World war and the depression of the
1930s changed the world environment. Nationalist sentiments
were intensified during the US ‘boycott’ of the 1940s and 1950s as
governments in Washington sought to pressure Argentina to
renounce a strategy of ‘independent development’. Welfarism and
forced industrialisation served for a time as a new ideology – a
cement binding different sectors. Yet increasing social and
sectional conflicts, reflected in urban terrorism and political insta-
bility, culminated in the Menemist project – a reconnection of
Argentina with the global system.

These events and processes suggest that Argentine external
relations may be broadly divided into four phases. The first, the
‘American’, ran from around Independence to the 1860s. The
dominant preoccupations were securing recognition and relations
with neighbouring countries. The two were closely inter-related.
Fixing boundaries at a time when national identities had yet to be
forged, and colonial administrative units had been large and juris-
dictions sometimes imprecise, resulted in territorial disputes and
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civil disorders that complicated relations with neighbouring coun-
tries and foreign powers. Indeed, in the immediate post-
Independence period, the distinction between neighbouring
countries and rebellious provinces was finely drawn. In these
circumstances, European foreign ministries were convinced neither
of the ability of Latin American administrations to govern nor to
defend territorial integrity. And there were often ulterior motives
why North Atlantic powers denied recognition.

The second phase in Argentina’s engagement with the outside
world may be described as ‘independent internationalism’. From
the 1870s to the 1920s extra-South American connections
assumed a more significant dimension. This does not imply that
intra-Latin American relations were always harmonious, or
viewed as unimportant, but rather that there was a larger outreach
and confidence in the conduct of external relations, to a large
extent based on an awareness of the economic weight of the
country in the region and the world. For example, although Chile
emerged as an ordered state earlier than Argentina and pursued an
active, successful policy of frontier expansion at the expense of
countries to the north and nomadic indian societies to the south,
after the 1870s, a sharp divergence occurred in the ‘economic size’
of Chile and Argentina. Argentine perceptions of Brazil also
shifted in the 1880s. For the half century following Independence,
Brazil was by far the most influential state in the region and
regimes in Buenos Aires were preoccupied by Brazilian pretensions
in Uruguay and Paraguay. Thereafter, certainly until the 1920s
when naval rivalry threatened the regional balance of power,
Argentina considered its institutions and place in the world as
superior to its ‘tropical’ northern neighbour. These views derived
from economic prosperity and the ‘settler’ character of Argentine
society and polity.

Combative ‘isolationism’ characterised the third phase of
Argentine foreign and external economic relations from around
the 1920s to the 1970s. This was reflected in a sabotaging of the
US Pan-American project and particularly difficult relations with
the USA in the 1940s and 1950s. It was also reflected in ‘active
neutrality’ during the World Wars, a sustained nationalist chal-
lenge to the ideology of economic internationalism, and increas-
ingly close economic relations with the Soviet Bloc and a more
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active participation in the Non-Aligned Movement in the 1970s.
There was, too, a regional dimension to this shift in attitudes and
approaches. The Chaco dispute of the 1930s, and the resulting
conflict between Bolivia and Paraguay, almost became a proxy for
rivalry between Brazil and Argentina. Relations between the two
countries deteriorated further in the 1940s as Buenos Aires feared
that Brazil was being favoured by the USA as a regional counter to
Argentine efforts to promote a distinct stance in international
affairs. There was a generalised deterioration in diplomatic rela-
tions among the countries of South America as the military came to
play a direct role in government. Sabre-rattling over disputed
islands in the Beagle Channel caused a chill in Chilean–Argentine
relations during the 1970s. And, at least for the Argentine military,
there was suspicion about the role played by Chile in the Falklands
conflict with Great Britain.

‘Realism’, to use the language of the 1990s, marks the fourth
phase of the position of Argentina in the international community.
In the 1980s, this was marked by rapprochement with Chile and
closer commercial relations with Brazil, signalled by the formation
of the South American Common Market (MERCOSUR/L),
expanded to include Uruguay and Paraguay. By the 1990s,
economic internationalism was back on the agenda and proximity
with the USA had become a major plank in the foreign policy of all
major political parties. Internationalism was also reflected in
positive responses to the ‘Initiative of the Americas’ (Washington’s
project to establish a Free Trade of the Americas ranging from
Tierra del Fuego to Alaska), efforts to promote closer relations
between the MERCOSUR/L and the European Union, Argentine
naval contributions to the Gulf War and the achievement of asso-
ciate membership of the North Atlantic Treaty Organisation
(NATO).

Hence, over time, it is possible to view Argentine international
relations and engagement with the international community as
bound by a set of paradoxes: a strong commitment to neutrality in
the pursuit of national self-interest (particularly from the
Paraguayan War of 1865–70 until the Falklands debacle of 1982)
and close (sometimes antagonistic) economic and cultural relations
with the dominant North Atlantic powers – a relationship that has
occasionally assumed the character of client/patron. Aspects of
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these features are captured in the 1825 Treaty of Amity,
Navigation and Commerce which conferred British recognition – a
consul had been resident in Buenos Aires for about two years.
British recognition at this point reflected a concern about US
commercial ambitions in the River Plate and was designed to send
a signal to European powers that supported Spanish pretensions in
the Americas. The immediate impact of the Monroe Doctrine,
proclaimed in 1823, is debateable. The US strategy of seeking to
separate the Americas and Europe, in part by stressing the differ-
ences between representative republicanism and monarchy, with
pledges of non-intervention, were hardly noticed in Latin America.
(In 1826, the USA was not invited to attend the Congress of
Panama which was called to consider the creation of a ‘Union of
the Americas’.) Even if the claim that Washington would not
tolerate European intervention in the new republics lacked military
conviction, it pointed to the continuing claims of Spain and efforts
by Madrid to assert sovereignty in the Americas. Mexico remained
formally loyal until 1821, the year an expeditionary force was
being assembled in Cadiz to reimpose Bourbon rule. In 1823 it
appeared that absolutism might be re-established in Spain, with
French assistance for the recovery of the American colonies.
Royalist forces maintained an effective, stubborn resistance in the
Andes until 1824, notwithstanding the successful efforts of
Argentine general José de San Martín to free Chile and Peru and
the actions of Simón Bolívar and fellow liberators elsewhere.

For Argentina, the 1825 treaty signalled de jure recognition of
Independence and an assumption (probably unrealistic) of material
assistance to sustain independence. For Britain, the treaty was
largely a commercial document, promising free navigation and
most-favoured nation trading status at a time when the industrial
revolution – and the Royal Navy – already gave British products
and British merchants an edge in world markets. Nevertheless, the
treaty with Buenos Aires was also a declaration of interest in
the River Plate that could not be ignored by European rivals and the
USA. The 1825 treaty was significant in other respects. The impor-
tance attached to economic and commercial affairs, and the
distinctly liberal tone of the treaty, appeared to set the new republic
on a liberal course as regards economic policy. Other aspects,
notably the prohibition of the slave trade and the granting of civil
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rights and freedom of worship to British merchants, contributed to
the contemporary debate about the future shape of Argentine
society, not least the separation of church and state. In the short-
term, however, these conditions provoked domestic controversy
and complicated relations with other powers who demanded
similar commercial and civil arrangements for their nationals.
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Argentine international relations during the ‘American’ phase
reflected domestic political and regional tensions. Regional

and international relations were influenced by three factors: the
colonial struggle of Spain and Portugal for supremacy in the River
Plate; early Argentine efforts to maintain the integrity of the
former viceroyalty; and the attitude of foreign powers to instability
in the region. It is a moot point whether domestic instability
invited external intervention or the struggle to construct national
institutions complicated relations with neighbouring and overseas
countries. Pretensions by Buenos Aires to exercise sovereignty – or
suzerainty – over Bolivia, Paraguay and Uruguay certainly
generated tensions with those countries and with Brazil. Even after
the Independence of Uruguay was formally declared in 1828,
Brazil and Buenos Aires contended for influence there, continuing
Spanish and Portuguese imperial rivalries on the east bank (the
banda oriental) of the Plate. With Montevideo a convenient base
for opponents of successive administrations, it was inevitable that
Argentine governments should seek to intervene in Uruguayan
internal politics.

From the 1810s to the 1840s, domestic conflict in Argentina
spilled over into the neighbouring republic or was played out there
by proxies. And there were those, in Buenos Aires, Montevideo
and elsewhere, whose formative years were passed during the
colonial period, and who continued to regard themselves as
citizens of the River Plate rather than the new polities then in
formation. Rosas, despotic governor of the province of Buenos
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Aires, was particularly exercised by the threat posed by
Montevideo and intervened frequently – either directly or by
supporting the enemies of the friends of his opponents.
Montevideo was regarded as a potential base from which foreign
and Argentine enemies might launch an attack. And there was a
commercial dimension to the antagonism between Buenos Aires
and Montevideo. Uruguayan commodities competed with the
produce of Argentine estancieros and Montevideo challenged
efforts by Buenos Aires to control up-country navigation on the
Plate/Parana delta. Rosas regarded command of the rivers as vital
to defending the fragile unity his regime had imposed on the rest of
the country, limiting the scope for independent action by
provincial caudillos, and forestalling intervention by foreign
powers. This was a flawed view: up-country provinces resented the
monopoly claimed by the Buenos Aires Customs House and neigh-
bouring countries, and North Atlantic trading nations demanded
the free navigation of international waterways.

In the second half of the 1820s, Argentina was involved in a full-
scale war with Brazil, intervening in banda oriental in support of
Uruguayan patriots seeking to free the country from
Portuguese/Brazilian control. (In 1821 Uruguay had been incorpo-
rated into Brazil as the Cisplatine province.) Argentine federalist
forces were active in the interior of Uruguay for virtually the whole
of the Rosas period. This was a constant source of irritation to the
Empire of Brazil, anxious about security on its southern frontier, a
region distant from Rio de Janeiro and a centre of secessionist aspi-
rations. And Brazil continued to harbour expansionist designs on
the republic. During the 1840s Brazilian and Argentinian military
and naval forces engaged in running skirmishes in the region, some-
times acknowledged, usually ignored by their respective govern-
ments. At this time, relations with Paraguay and Chile were less
problematic. The same could not be said of dealings with France
and Britain as well as Brazil. Between the 1820s and the 1850s, the
port of Buenos Aires was blockaded on four occasions. From
December 1825 to September 1828, the Brazilian Imperial Navy
imposed a fairly tight blockade during the war over the banda
oriental. The French navy imposed another blockade of about
eighteen months from October 1838, an action deriving from
objections to the treatment of French nationals and the frustration
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of Paris at a failure to secure for French traders commercial and
civil privileges similar to those obtained by Britain in the 1825
treaty. The Anglo–French blockade of September 1845 to
September 1847 was triggered by Rosas’ efforts to close the
Uruguay river to foreign shipping and his intervention in Uruguay.
In 1853, with the cessation of Buenos Aires, Confederation forces
attempted a short-lived blockade.

Blockades had a devastating affect on government finances,
though the impact on production and trade may have been less
pronounced. During prolonged blockades, smuggling and trade
diversion (to Montevideo) became the norm rather than the total
collapse of commerce. However, the French blockade of the 1830s
and the Anglo–French blockade of the 1840s had wider domestic
and international repercussions. In the 1830s and 1840s, conti-
nental Europe and the USA were the principal markets for River
Plate exports. By the 1840s up-country provinces like Entre Ríos
were seeking to develop an export trade in new commodities such
as wool. Internal tensions, exacerbated by Rosas’ efforts to ensure
the dominance of Buenos Aires as an entrepôt for overseas trade
under the pretext of ensuring the integrity of the Confederation,
were becoming incompatible and unsustainable. Brazil, Great
Britain and others were pledged to sustain the independence of
Uruguay. Civil war inevitably triggered demands for compensation
by foreign merchants and heightened the threat of external inter-
vention, highlighted by the blockades. Instability may have
brought benefits to (as well as imposing costs on) porteño traders
but was most damaging to up-country producers seeking to break
into international markets.

During the Independence and immediate post-Independence
decades, the external environment was shaped by a set of inter-
related issues. Initially, the most pressing problems were to secure
Independence. This involved establishing national boundaries and
obtaining foreign recognition. These processes in turn determined
relations with neighbouring countries and the North Atlantic
powers. Where were the national boundaries of the new state to be
set? Would they be conterminus with those of the former
viceroyalty? Would they shrink to embrace only Buenos Aires and
the surrounding pampas? Would the Confederation stretch from
the Andes to the Atlantic and from Bolivia to Tierra del Fuego?
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These questions involved not only a capacity to defend national
integrity but were determined by the form of national political
organisation. For some provinces, a separate national existence
was preferable to inclusion in a highly centralised national entity.
Until the 1860s, the possibility of balkanisation remained a
distinct possibility.

Economic ideology and the world economic environment also
influenced the domestic project of national organisation and
regional and international relations. Would the country pursue a
liberal, free trade strategy or adopt a more inward-looking,
mercantilist political economy? How dynamic was the world
economy during the first half of the nineteenth century and what
were the benefits of international economic insertion? The opening
of Argentine ports in the 1810s and the liberalisation of restric-
tions on shipping reduced transaction costs. Export prices
remained buoyant for much of the 1810s and 1820s. River Plate
terms of trade also improved as the price of (mainly textile)
imports fell and world demand for established pastoral
commodities like hides and tallow pushed up prices. By 1830,
however, export prices were softening and followed a downward
trend. The exception was wool, a ‘new’ commodity increasingly
demanded by textile and carpet factories in Belgium, France and
the USA. The differential movement of international prices for
traditional and ‘new’ pastoral commodities had an impact on
River Plate producers and regions, as did the decline in the price of
imported wage goods like textiles and foodstuffs. Hence, some
areas of the republic favoured direct relations with the interna-
tional economy while others were exercised by fears of a loss of
domestic and overseas markets. In part, these contending interests
and differing opportunities account for internal disorder,
conflictive approaches to domestic and external economic policy,
and the content and tone of international relations.

Around the third quarter of the nineteenth century, an addi-
tional factor entered the frame of Argentine diplomacy – the
movement of the indian frontier. It, too, embraced issues of
domestic political economy, international economic relations and
rivalry with neighbouring republics. In the eighteenth and early
nineteenth century, the Salado river, less than a hundred miles
south-west of the city of Buenos Aires, marked the boundary of the
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southern indian frontier. It was, however, a porous frontier. During
the late colonial period, official expeditions to round-up wild
cattle (vaquerías) had been organised in indian territory and
periodic incursions of nomadic tribes across the Salado were not
infrequent. By the 1820s, the frequency of indian incursions had
increased.

Frontier defences had been neglected in the revolutionary
period as regular troops and the militia had been recruited into the
Army of the Andes to liberate Chile and Peru and conscripted by
various factions during the civil wars. Droughts had also
encouraged estancieros to look for new pastures south of the
Salado and indians to raid northward. In the early 1830s, Rosas
organised a major expedition to pacify the region, pushing beyond
the present-day limits of the province of Buenos Aires and
exploring as far as the foothills of the Andes, and he established a
defensive position running roughly north to south through the
centre of the province. Throughout the dictatorship, Rosas
defended this frontier with a mixture of force and subsidies paid to
allied chieftains (caciques). The arrangement operated successfully
for almost two decades. However, with the fall of Rosas in 1852,
the system of indian subsidies fell into abeyance while conflict
between the province of Buenos Aires and the Confederation again
deflected attention and resources from the defence of the internal
frontier, as did the 1865–70 war against Paraguay. Contemporary
accounts mention the growing boldness of indian raids in the late
1860s and early 1870s. Already an important settlement in the far
south-west of the province of Buenos Aires, Bahía Blanca was
virtually razed in 1870. A few years later there were incursions
across the frontier: indians raided southern Santa Fé with virtual
impunity in 1872 and mounted a massive attack into the centre of
the province of Buenos Aires in 1876, rustling a record number of
cattle and killing and kidnapping many settlers.

The scale and audacity of these attacks, which revealed the
military unpreparedness of the state, compelled the government to
act. In 1876 efforts were made to redefine and defend the frontier
by Adolfo Alsina, sometime minister of war during the presidency
of Nicólas Avellaneda (1874–80), and finally with the salidas of
General Julio A. Roca (Avellaneda’s final minister of war) in
1878/9. In the mid 1870s Roca had been in charge of the indian
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frontier in Cuyo. There he refined the techniques that would be
applied in the ‘Desert Campaign’ in south-western Buenos Aires
and Patagonia. His strategy was to strike deep into the heart of
tribal territory, destroying both summer encampments and winter
strongholds. Although Roca’s 1878/9 campaign formally fixed the
Río Negro in northern Patagonia as the new indian frontier, indian
power on the pampas and throughout Patagonia was broken.
Henceforth, there would be little resistance to colonisation and
settlement. Followed by mapping expeditions and scientific explo-
ration, Roca’s salidas underwrote the land boom of the 1880s that
witnessed the development of modern ranching and cereal culti-
vation on the pampas and the expansion of sheep raising further
south.

Efforts to stabilise the frontier and eradicate the ‘indian
menace’ in the 1860s and 1870s were primarily driven by two
factors: fears about Chilean ambitions in the region and diplo-
matic disputes between Argentina and several European countries
arising from the fate of immigrants. As successor state, claiming to
control regions where colonial administrative jurisdictions were
indistinct or confused, it was almost inevitable that Argentina and
Chile would advance conflicting claims to regions that had never
been occupied during the Spanish Empire or where the authority of
the Crown was at best shadowy. Moreover, from the early national
period, successive Chilean administrations had pursued an active
programme of frontier defence and expansion in the south. This
was a reflection of the earlier and more effective organisation of
the Chilean state and, initially, the more bellicose response of
Araucanian tribes on the Chilean side of the cordilleras to the
programme of pacification and settlement. The very success of the
Chilean campaign drove indians through the Andean passes into
what would become Argentine Patagonia and the pampas. There
was often a direct correlation between Chilean military activity in
the south and indian pressure on the pampean frontier. In addition,
the fairly free movement of indians through the Andean passes
and, particularly in the 1860s and 1870s, the growth of a market
in Chile for cattle rustled in Argentina, convinced many Argentine
politicians and military that there was an informal alliance
between Chile and the Patagonian tribes and that the indians were
being used to further Chilean efforts to secure an Atlantic
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coastline. At the time, the fact that the two countries were fairly
evenly matched in terms of demographic and economic ‘size’, and
that Chile was a much more integrated polity and society, lent
weight to Argentine anxiety. 

Avellaneda saw a different connection between relations with
Chile and frontier clearance. In 1877, Avellaneda negotiated a
treaty that sought to define the southern frontier between the two
countries down to the Straits of Magellan and Tierra del Fuego,
thereby limiting Chilean claims to Patagonia, and securing Chilean
co-operation to close the Andean passes during the forthcoming
campaign of indian extermination. The latter objective was more
successful than the former. Above all, the Roca campaign appeared
to reassure European immigrants.

Although the promotion of colonisation had been an important
plank in the political and economic strategy essayed by Bernardo
Rivadavia (1826–27) and mass migration did not become
pronounced until the 1880s, the early beginnings of sustained
migration were associated with the wool cycle that began in the
province of Buenos Aires in the 1840s and colonisation projects in
the province of Santa Fé dating from the 1850s. By the 1860s
immigrant shepherds were establishing sheep runs in central
districts of Buenos Aires and in 1875 there were around 60 agri-
cultural colonies in Santa Fé. Many of these settlements lay beyond
the designated indian frontier and Argentine officials and politi-
cians were actively promoting the introduction of immigrants to
regions that had not been fully pacified. For several years after
1869, the British Emigration Commissioners regularly published
warnings advising against emigration to Argentina, stressing the
dangers of lawlessness and insecurity on the frontier. Similar
concerns were voiced in Germany and Italy. These warnings
provoked diplomatic protest from Buenos Aires and political
pressure on the Argentine government by commercial and agricul-
tural interests increasingly dependent on immigrants who provided
labour essential for export production and whose demand for
farms fostered the appreciation of land values. The external image
of the republic, the administrative competence of the government,
and the capacity to maximise growth opportunities in the interna-
tional economy necessitated a resolution of the ‘indian menace’
and the definition of national boundaries.
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In this respect, the Avellaneda administration was responsible
for several advances. Not only did the 1877 agreement with Chile
apparently secure the national boundary in the Andes and seal the
fate of Patagonian indians, but treaties were signed with Paraguay
and Brazil in the same year. These were a legacy of the War of the
Triple Alliance (1865–70), a conflict involving an alliance of
Argentina, Brazil and Uruguay against Paraguay. It is difficult to
underestimate the impact of the Paraguayan war on Argentine
regional relations and diplomacy. The war undoubtedly
contributed to the policy of neutrality and an emphasis on conflict
resolution in Argentine administrative and diplomatic circles, a
conviction that would also foster aspirations to continental lead-
ership and efforts to assume the role of mediator in regional
conflicts. Ignoring the violence applied by one section of the
military upon another during the 1950s and 1960s and by the
Argentine armed forces on their own citizens in the 1970s,
throughout the later part of the nineteenth century and until 1982
it was the proud boast of officials of the Ministry of Foreign
Relations that the country had not been involved in a conflict with
foreign forces since 1870.

The immediate cause of the War of the Triple Alliance origi-
nated in the tendency of various Uruguayan factions to mount
attacks from neighbouring countries or to seek the backing of
friendly, regional governments when threatened by domestic oppo-
nents. In 1865, on the pretext of combating Uruguayan raiders and
acting in defence of a legitimate administration, Brazilian forces
crossed the frontier into Uruguay. Paraguay responded by
declaring an interest and applied to Argentina for permission to
move troops across Argentine territory into Uruguay. When this
was denied, the Paraguayan president, Francisco Solano López,
acted unilaterally and also sent forces into the Brazilian province
of Mato Grosso. So began a bloody conflict that saw Paraguay lose
much territory and about half its male population. In addition to
redrawing regional frontiers, the war set a stamp on the process of
Argentine state building, determining the future direction of
domestic economic and political strategy as well as shaping foreign
policy.

The War of the Triple Alliance marked a new stage in
Argentine–Brazilian relations. Both the larger countries recognised
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the ‘regional’ interests of the other while seeking to secure a
working strategic alliance that would facilitate the resolution of
future disputes. In particular, Buenos Aires accepted Brazilian
concerns about the fragility of central authority in its southern and
interior provinces – a fragility demonstrated by border raids from
Uruguay and initial incapacity to despatch material aid for the
defence of Mato Grosso. Less an echo of Spanish and Portuguese
imperial rivalry in the region, the war against Paraguay finally laid
to rest colonial tensions ‘inherited’ by Argentina and Brazil.
Differing views prevailed in several Argentine provinces. In some
quarters the conflict was seen as Buenos Aires’ war – yet another
manifestation of the porteño project to dominate both the interior
and further flung components of the former viceroyalty.
Contemporary conspiracy theorists (and subsequent historians)
also saw in the war the hand of foreign powers and a conflict of
ideologies. For many in the interior, Paraguay was a model of
national self-sufficiency, an alternative to the liberal political
economy of integration with the world economy sponsored by the
coastal landowner and merchant oligarchy and their foreign asso-
ciates. Administrations in Rio de Janeiro and Buenos Aires,
committed to the prevailing free trade philosophy, were being
employed by foreign interests to crush Paraguay which offered a
viable model of state-led development. Mercantilist and isola-
tionist, successive administrations in Paraguay had laid the founda-
tions for national industrial and agricultural growth and a distinct
state structure that owed little to the economics and politics of
liberalism. Supposed US naval intervention in Paraguay, the role of
London financiers in underwriting Brazil’s financing of the war and
the tenacity with which Paraguayans resisted the allied onslaught,
lent weight to these views. Nevertheless, there is a tendency to
romanticise the social and economic project of isolationist regimes
in Asunción and to ignore the dependence of the industrial project
on imported capital and expertise. The heroic struggle of the
Paraguayan people does not necessarily signal the viability nor the
vitality of the politics and economics of the successive dictatorships
of Francia and the Lopezes, father and son.

For Argentina, victory in the Paraguayan war represented the
durability of the newly reunited Confederation whose porteño
president, Bartolomé Mitre (1862–68), had initially commanded
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allied forces. In entering the conflict and sustaining the war effort
in the face of military setbacks and domestic opposition, the
country had proved the strength of federal institutions and the
ability to defend national honour which had been compromised by
Solano López’s despatch of forces through Argentine territory.
Buenos Aires also sought to be magnanimous in victory, President
Domingo Faustino Sarmiento (1868–74) declared that victory did
not give the allies the right to redraw the borders of Paraguay. In
the event, Argentina gained territory, though not all that had been
claimed (the result of ‘colonial’ boundary disputes), but the 1877
treaty with Brazil and Paraguay was instrumental in securing the
evacuation of Brazilian forces which had garrisoned Asunción
since 1870. In this respect, the 1870s marked the end of the
‘American’ phase of state consolidation and prefigured a more
confident engagement with the international community.
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Over the half century or so following the Paraguayan War, the
course of Argentine international relations was closely condi-

tioned by the place of the country in the world economy. During
the decades of ‘independent internationalism’, the evolving policy
of neutrality and non-intervention was shaped as much by
economic reality as the philosophy of diplomacy. The official
Argentine position on the Monroe Doctrine and subsequent US
Pan-American initiatives were coloured by similar considerations.
As a debtor nation for much of the nineteenth and twentieth
centuries, perhaps it is unsurprising that it was an Argentine
minister of foreign affairs, Luís M. Drago, who gave his name to
the Drago Doctrine, evolved in response to the Anglo–German
blockade of Venezuela in 1902 in an attempt to force the payment
of foreign debt. Accepted at the time as a ‘financial’ codicil to the
Monroe Doctrine, Drago argued that foreign powers – by impli-
cation European powers – could not use force in the Americas to
compel sovereign states to honour debt commitments. That the
Drago document seems to have been drawn up in consultation
with Washington would suggest rapprochement with the USA.
Indeed, events off the Venezuelan coast in 1902 could have evoked
memories of the first Baring Crisis in Buenos Aires. In 1890, when
the London financial house of Barings was brought to its knees,
there were those in London who had clamoured for naval inter-
vention in the River Plate. The Crisis proved to be a watershed in
Argentine international economic relations, as in critical areas of
domestic political and economic evolution.

T W O
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As the financial panic unfolded in 1888/9, sections of the elite
appeared willing to embark on a policy of debt repudiation, a
course that would probably have severed links with international
financial markets for a generation – as had occurred when the
province of Buenos Aires defaulted on the 1825 Baring loan. In
some quarters, not least among the international banking
community, there was discussion of lobbying the British and
French governments to impose a customs receivership on
Argentina. This was the nineteenth-century equivalent of an IMF
debt restructuring programme, the principal difference being that
instead of signing letters of intent, debtor governments were
compelled by treaty to surrender fiscal sovereignty to an interna-
tional ‘debt-collecting agency’ which usually assumed responsi-
bility for customs administration. Customs receiverships were
imposed on a number of states in the 1890s, including Greece,
Egypt and Turkey. Indeed, for London bond-holders, action taken
against Egypt to secure khedival obligations appeared a prescient
example. There was little prospect that this would occur. The
Argentine crisis was different in its origin and outcome: important
segments of the ruling oligarchy were willing and able to apply
remedies to restore domestic finances. Nevertheless, the pressure
exerted by overseas financiers had been considerable, providing
the USA with an opportunity to make political and diplomatic
capital. The 1890 Pan-American conference seemed to prefigure a
US drive for closer relations with the southern South American
republics. There were attempts to pursue closer commercial and
financial relations with Argentina and rumours of an attempt to
obtain a naval base in the River Plate as a prelude to eradicating
British influence in the South Atlantic and West Coast. 

In general, relations between the USA and Argentina were
correct rather than cordial. Although there had been some
discussion of attempting to invoke the Monroe Doctrine in
support of the Argentine position when British forces occupied the
Falkland Islands in the 1830s and again during the Anglo–French
blockade, most Argentine political figures, even those drawing
parallels between the two countries, were disinclined to accept US
claims to hemispheric leadership. There was also resentment at US
commercial policy. While Argentina had imported grain and flour
from the USA during the first part of the nineteenth century,
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Argentine exports of wool were squeezed by US tariff regulations
in the 1830s and again in the 1860s. With the McKinley tariff of
1891, the USA seemed to turn against free trade. Although the
tariff addressed principally the demands of industrialists, as a quid
pro quo protection was offered to the agricultural lobby in order
to capture farming-community support – by 1890 producers of
cotton and cereal had experienced almost two decades of price
volatility and decline. The writing was on the wall for Argentine
producers who competed with their US counterparts in world
markets. Subsequently, sanitary regulations would be employed to
bar Argentine meat from the USA, despite expectations by
estancieros at various points in the twentieth century that the US
market was about to become the prime buyer. Indeed, for the
greater part of the twentieth century Argentine producers and
policy-makers were exercised by the imbalance in Argentine–US
trade and frustrated by the failure of efforts to combat it.

From the 1920s onwards, Argentina derived an increasing
proportion of its imports from the USA (often between one-
quarter and one-third), but the US market absorbed only a small
proportion of Argentine exports. Possibly the most telling rebuffs
came in 1922 and 1940. The 1922 Fordney–McCumber tariff
slammed the door on bilateral trade growth at precisely the
moment when groups within and outside government were
suggesting restructuring and realignment – of domestic institutions
and external relations. Almost twenty years later, with war in
Europe and growing popular resentment towards Britain deriving
from opposition to the ‘unequal’ trade treaties of the 1930s, even
those sections of the rural oligarchy that remained attached to
liberal internationalism and the British connection, became
convinced that change was inevitable. The Pinedo plan for
economic reactivation, involving the promotion of manufacturing
and a more proactive social stance, was predicated upon
‘commercial reorientation’ towards the USA. Notwithstanding
internal opposition, the scheme foundered on US intransigence, or
at least a lack of constructive reciprocity. No space would be
created in the US market-place for Argentine commodities. 

Relations with the USA had also deteriorated after the Spanish–
American–Cuban war as US policy towards the island became
clearer and pro-Spanish cultural sentiments (hispanidad) emerged
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as a counter to Pan-Americanism which was being actively peddled
by the USA in the 1890s. At successive Pan-American conferences
held between 1889 and 1948, when the Organisation of American
States (OAS) was created at the Bogotá gathering, Argentina
almost invariably took a position that was distinct from that of the
USA and often thwarted US efforts to achieve consensus
conference declarations. Indeed, Argentina boycotted the early
sessions of the first conference held in Washington in 1889, stalling
moves to create a US-inspired customs union. During subsequent
gatherings, Argentina adopted a stance that projected either indif-
ference or opposition to the USA.

The most acrimonious gathering was at Havana in 1928,
shortly after US intervention in Nicaragua. The Argentine dele-
gation insisted on restating its opposition to the intervention by
one American country in the affairs of another and voiced anger at
US tariff policy. Rebuffed on these two issues at Havana in 1928,
Argentina boycotted the 1928 and 1929 Inter-American
Conferences on Conciliation and Arbitration. At the 1936 Pan-
American conference in Buenos Aires, the 1938 meeting in Lima
and the 1940 reunion in Havana, Argentina often adopted a
position that ran counter to several policies or programmes being
advanced by the USA. Moreover, Buenos Aires sought to involve
the League of Nations in regional disputes such as the Chaco War
between Bolivia and Paraguay, much to the annoyance of
Washington which was becoming increasingly occupied with
hemispheric security and defence as the threat of war in Europe
loomed larger. Nevertheless, there were moments in the 1930s
when Argentine–US relations seemed to improve as the Roosevelt
Good Neighbor Policy appeared to commit the USA to non-
interference in the political affairs of sister republics. Yet it was
precisely the overt support of US Ambassador Spruille Braden for
the anti-Perón Democratic Union in the 1946 presidential and
congressional elections that provoked the most public rupture
between the two countries.

In the notorious ‘Blue Book’, Braden denounced Juan Domingo
Perón (president 1946–52; 1952–55; 1973–74) as a nazi sympa-
thiser. Perón’s response was to campaign successfully under the
slogan ‘him’ or ‘me’ – ‘Braden o Perón’. The ensuing chill in rela-
tions was coloured by the economic strategy of the Perón regime –
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the famous ‘Third Position’ that was neither capitalist nor
communist – and by Perón’s efforts to meddle in the affairs of
neighbouring republics in an attempt to foment a region that
would favour state-led ‘nationalist development’ in direct oppo-
sition to the model of free-market capitalism and trade favoured
by Washington and supported by the Bretton Woods organisations
– the World Bank, the International Monetary Fund and the
General Agreement on Tariffs and Trade.

To a very large degree, US–Argentine relations from the 1890s
to the 1940s were a reflection of the international economic
position of Argentina. Namely, the primacy of commercial and
financial relations with the United Kingdom and, from around the
end of the nineteenth century, increasingly important links with
Western European economies. For Argentine foreign policy
makers of the inter-war period, the weight attached to European
markets influenced national and international politics. But
economic and commercial considerations were not necessarily the
paramount factors. There was a sense of solidarity with conti-
nental Europe deriving from mass immigration, notably from Italy
and Spain. On the eve of the First World War, approximately one-
fifth of total British overseas investment had been placed in Latin
America. Of this proportion, standing at approximately £1,000
million, Argentina had absorbed almost one-half. That is, around
ten per cent of the stock of British overseas investment in 1914 was
located in Argentina. Only the USA, India, South Africa and
Australia accounted for a larger share of investment overseas regis-
tered on the London Stock Exchange.

In the years around 1910, Argentina was absorbing a larger
share of new British overseas investment than any other country.
The pre-First World War period also witnessed an upsurge in
French, German and US investment in the republic. Around the
turn of the nineteenth century, new British investments flowed
predominantly into railway companies and public utilities, though
there was a substantial holding of sovereign debt – bonds issued by
the federal government – a sector that had accounted for the
largest share of total investment before 1880, notwithstanding
considerable direct investment in railways. French investors
exhibited a greater preference for public bonds but, around the
1900s, there was a re-focusing on railways and dockyards.
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German funds were largely tied up in ranching, banking and
manufacturing. Before the Second World War, US investments in
Argentina were smaller than European and did not even equal the
stock of British capital invested in the republic in 1938.

Nevertheless, Wall Street became virtually the only source of
new borrowing during the 1920s and US direct investments
increased substantially in the 1920s and the 1930s. New US direct
investment in the manufacturing sector became particularly
pronounced after c.1936 as exporters were confronted with tariff
barriers and the redirection of Argentine import demand towards
Britain with the Roca–Runciman Pact. The option was invest or
lose market share. In the ten years or so before the First World War,
the direction of US investment in Argentina had shifted from
sovereign debt to direct investment, notably in meat packing.
Notwithstanding the importance of Argentine public borrowing in
New York during the second half of the 1920s, during the inter-
war decades, there was a general strengthening of US direct invest-
ments in sectors such as oil and industry. It is possible that new
foreign direct investment from virtually all sources (including new
European and Japanese in the 1960s) began to focus principally on
manufacturing from the 1930s to the 1970s, reflecting (or driving)
broad macroeconomic changes.

The general picture that emerges from foreign investment in
Argentina before the 1920s is that it was massive and broadly
complementary to activities favoured by domestic investors. In
1914, foreign investment accounted for around one-half of the
national stock of fixed capital. Probably around two-thirds of
foreign capital had been invested in railways – either directly or in
the form of public bonds issued to finance state railway building.
Public utilities – gas, electricity and water companies, tramways,
and docks – accounted for the second largest category. The
corollary also applied: in both of these categories – railways and
public utilities – foreign enterprises predominated, dwarfing the
participation of national (state and private) enterprises. While
there was a substantial foreign involvement in banking, domestic
banks accounted for the greater share of deposits and discounts.
Indeed, the federal Banco de la Nación was the largest player in the
sector, responsible for about one-half of all business by the 1910s.
Historically, domestic investors had favoured land. Until the
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1940s, ranching and farming were the most profitable lines of
business and were dominated by national capital, notably tradi-
tional and immigrant families who had consolidated land holdings
in the 1880s, cornering the market when state lands acquired
following the saídas de Roca were sold. Immigrant settler-
capitalists invested largely in commerce and industry, accounting
for around seventy per cent of all establishments operating in these
sectors by the 1910s.

The distinct preferences manifest by foreign and national/immi-
grant capitalists can be explained by politics, economic oppor-
tunity and the capital market specialisation. During the latter part
of the nineteenth century, the London money market developed as
the world centre for overseas direct investment. Although lending
to governments – home, colonial and foreign – continued to
account for a substantial volume of transactions, the market
proved particularly amenable to British-registered enterprises
seeking funds to establish operations overseas. By the 1900s,
‘foreign and colonial railways’ had become the single largest set of
companies listed on the Exchange and one accounting for a dispro-
portionate share of business. The bourses of Paris and, to a lesser
extent, Berlin tended to specialise in public bonds. The London
market was also less subject to direct political interference by
home government. Liquidity and a predisposition of British
investors in favour of railways and utilities made London the
money market of choice for enterprises engaged in long-gestation
infrastructural projects. Rising world demand for primary
commodities during the last third of the nineteenth century
ensured the profitability of railways and utility companies geared
to the demands of the export sector, particularly in ‘new’ countries
of recent settlement like Argentina.

The fertility of the pampas – and the ease of railway
construction across the flat treeless terrain – ensured massive
overseas investment once the politics was ‘right’, namely, national
consolidation had been effected and the state capable of providing
order. Estancieros needed little schooling in the comparative
advantage of Argentina in the production of temperate agricultural
commodities. The natural fertility of the land meant that a wide
range of pastoral and arable commodities could be produced
cheaply, given an efficient transport system and sufficient labour.
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Unlike Brazil, for example, where coffee dominated the export
schedule throughout the phase of ‘externally directed growth’, the
pampas delivered a shifting profile of commodities. Traditional
‘colonial’ pastoral commodities such as hides, skins and tallow
dominated around the middle of the nineteenth century. Wool
exports grew exponentially during the middle third of the century,
though the growth trend in the absolute value of some ‘colonial’
commodities did not begin to falter until the 1890s. By this stage,
cereal production was in the ascendant: wheat initially predomi-
nated only to be challenged by maize and linseed. The volume and
value of wheat exports dwarfed those of other cereals until around
1900. However, by the 1900s, the combined volume and value of
maize and linseed exports was never less than those of wheat,
usually standing significantly above. During the latter parts of the
1920s and into the 1930s, the value of maize exports alone
generally exceeded the export earnings delivered by wheat. Yet, by
this stage, the most dynamic – and high value exports – were once
again pastoral commodities: first frozen, and subsequently chilled,
meat. By the 1920s, chilled beef exports were growing faster – in
volume and value – than any other commodity. These price-
responsive changes in the composition of exports confirmed both
the productive capacity of the pampas and the ability of Argentina
to raise a diverse range of commodities at competitive interna-
tional prices. These tendencies ensured that the terms of trade
remained broadly favourable until the First World War, proved
remarkably resilient during the mid 1920s, and also recovered
strongly after 1936, following a sharp decline between c.1928/9
and the inter-war depression.

It was the dominant position of temperate agricultural
products in the export schedule that fixed the Argentine–European
trade axis until the 1930s, particularly after the 1880s when Great
Britain became the main market for exports at around the time the
USA embarked upon a policy of protectionism. Britain had been
the principal destination for Buenos Aires exports in the 1820s but
had been rapidly eclipsed by other markets. France was the prin-
cipal customer of Buenos Aires in the early 1840s, admittedly
closely followed by Britain. Around mid-century, Britain and the
USA vied for first place in the River Plate export list. However, by
the early 1870s, Belgium was in prime position, closely followed
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by France. Continental markets remained the principal purchasers
of Argentine exports for most of the 1880s and 1890s, though
Britain had become a strong challenger, occasionally buying more
than other European importers. However, from the turn of the
century until the 1930s the United Kingdom was the main
consumer for exports and largely retained this position, though
not unchallenged, until the early 1960s. Thereafter, countries like
Italy, the Low Countries and Brazil began to absorb more River
Plate produce than Britain. The dominant position of the United
Kingdom in the ranking of Argentine suppliers was secured earlier
and lasted longer.

Early in the national period, Britain had been the main source
of imports and between the 1880s and the 1900s the UK normally
supplied between forty and thirty per cent of Argentine imports.
During the 1910s and 1920s, the figure was nearer one-quarter
before rising again in the 1930s to approximate earlier
percentages. Just before the First World War both Germany and
the USA strongly challenged the British position and, unsurpris-
ingly during the War, the USA became the main source of imports,
providing around one-third. After the War, the UK and USA
competed for primacy. By the end of the 1920s, the USA again held
prime position. During this period, the composition of Argentine
imports shifted. Until the 1870s, basic wage goods – textiles and
foodstuffs – along with luxury items dominated the import
schedule. By the 1880s, capital goods (largely railway equipment
and material) had become the single most important category.
Around the turn of the century, capital goods imports remained
fairly buoyant, though becoming more diverse – to include indus-
trial machinery and a broader mix of transport equipment. There
was, too, a parallel increase in the import of raw material and
intermediate products, reflecting growing demands for energy and
the rise of manufacturing. 

In the early national period, the balance of trade was notori-
ously adverse. Buenos Aires covered the trade deficit by ‘re-
exporting’ to the interior provinces, which ran a corresponding
adverse balance with Buenos Aires which acquired specie, along
with up-country commodities, to cover its deficit in overseas trade.
After the mid-nineteenth century, the balance of overseas trade
gradually became positive, largely due to improvements in the
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terms of trade (the sharp fall in shipping freights had a dispropor-
tionate, positive impact on bulky, relatively low value
commodities) and volume growth in exports – first wool and later
cereals. The trade balance remained largely in surplus from the
middle of the nineteenth century until the 1950s. The exceptions
were the investment boom of the 1880s, and the early 1930s when
exports contracted faster than imports. However, while Argentina
usually ran substantial, regular surpluses with her European
trading partners (including Britain) by the latter part of the nine-
teenth century, the commercial balance with the USA was
invariably in deficit. This imbalance would generate particular
problems by the inter-war period when it proved increasingly
difficult to offset the deficit with the USA against the favourable
balance with Europe.

Enduring, close commercial and financial relations with
Europe, particularly Britain, did not necessarily imply problem-
free international relations. If segments of the pampean oligarchy
embraced internationalism and actively encouraged the flow of
labour and capital, the commitment to economic liberalism was
neither uncritical nor unqualified. The political and economic
price to be paid for foreign investment exercised pro-internation-
alists well before nationalists mounted a direct criticism of the
mechanism and benefits of economic openness by the 1910s. This
ambivalent attitude was reflected fairly early in the relationship
with London-registered railway enterprises even before British
capital gained a hegemonic position in the sector in the 1890s.
From the 1870s to the 1880s, there was a strong state participation
in the railway industry. In part this was due to the reluctance of
foreign companies to construct lines in less developed parts of the
republic. It was also due to the insistence of provincial oligarchies
that federal and provincial governments floated companies that
might serve as a check on foreign corporations. Official financial
assistance for foreign enterprises in the form of profit guarantees
also came at a price – regulation and profit capping. Moreover,
during a time of inflation and exchange depreciation in the late
1880s, various domestic interests protested vigorously at efforts by
British companies, conscious of the demands of overseas share-
holders, to tie rail freights to the rate of exchange. Complaints
about sluggish construction programmes and inadequate services
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were also fairly frequent. Complaints – and the threat of official
action against British companies – sometimes prompted requests
for diplomatic action. This was invariably to little avail as the
Foreign Office was loath to intervene directly and officially on
behalf of companies operating overseas. The Foreign Office was of
the opinion that British utility companies had to accept that
Buenos Aires was not Birmingham, and that probably implied a
different relationship with franchising authorities.

Free market oligarchs were also far from unwilling to enter the
ring in an effort to play off one group of overseas capitalists
against another. For example, by the early twentieth century when
the agricultural frontier had caught up with railway over-build
around 1889–96, bonarense landowners prevailed upon the
federal and provincial administration to encourage French
investment as a spur and challenge to the reluctance of British
companies to pursue an active programme of expansion. New
concessions were explicitly awarded to new French syndicates to
provoke established London enterprises. Similarly, estancieros
welcomed new US investment in meat packing plant in 1907. The
entry of US packers, it was assumed, would result in competition
with existing British and Anglo–Argentine frigorificos, bidding up
prices offered for prime meat stock. US packers were also
welcomed because it was assumed that they were entering
Argentina to compensate for a production deficit in the USA and
planned to export to their home market.

Argentine attitudes to US capital hardened, however, during the
1920s. Complaints about the ‘monopolistic’ practices of US big
business were driven by lurid accounts of trust-busting in the USA
and, above all, by the unwillingness of ‘official USA’ and ‘business
USA’ to countenance a modification in commercial policy that
would facilitate imports from Argentina. By the 1920s, the ease
with which US companies were displacing domestic and European-
owned enterprises in a number of sectors, and the sharp increase in
the trade deficit with the USA, was alarming officials, becoming a
matter for public debate. The 1922 Fordney-McCumber tariff,
which effectively reversed the growth in Argentine–US trade that
had occurred during the First World War, particularly irked, as did
further trade restrictions at the end of the decade, namely the
Smoot-Hawley tariff of 1930. These concerns prepared the ground
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for a strengthening of relations with Europe, notably Britain, even
before the Wall Street crash and the lurch from multilateralism to
bilateralism in the 1930s. The change in attitudes was neatly
captured by two official visits that took place in 1928. US
President-elect Herbert Hoover was received with cold politeness
in official circles and rather more warmly in the streets, though not
with the sort of manifestations that could be interpreted as
supporting the USA. By contrast, a British trade delegation, invited
to take an Argentine inspired initiative of ‘Buy-from-those-who-
buy-from-us’ (‘Comprar a quien nos compra’) was cordially
received.

President Hipólito Yrigoyen (1916–22; 1928–30) had been
regarded with some suspicion in British circles during his first
administration, being seen as a nationalist and ill-disposed to
business. By his second presidency, however, Yrigoyen had become
more concerned by the rapid increase in US commercial and
financial interests in the republic and was viewed as well-disposed
to British interests. The reluctance of US policy-makers to confront
the domestic agricultural lobby and the willingness of British offi-
cials to capitalise on Argentina’s continuing dependence on the
British market paved the way for the bilateral trade deal of 1933,
the Roca–Runciman Pact. Commercially, the Pact bound the two
economies even more closely together in the 1930s and 1940s,
restoring and enhancing Britain’s role as principal market and
main supplier.

In the long-term, however, the controversy surrounding the
Pact, coupled with the weakening international economic position
of the UK, undermined both Britain’s financial and commercial
relations with Argentina. In the short-term, the conditions that
Britain extracted from the republic ensured that the attention of
nationalists was deflected from the USA to Britain. While US
manufacturing firms were locating to Argentina in the 1930s in
order to defend their presence in a market that had previously been
supplied by exports but was now threatened by a refocusing of
trade on Britain, it was English capitalism (el pulpo inglés) that
was pilloried and lampooned in the popular and nationalist press.
Unease about the unequal nature of the Pact, particularly when it
was renewed in 1936 on terms even less advantageous to
Argentina, became general, leading to a re-examination of the
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nature of the connection with Britain and of the regime itself.
General Agustín Pedro Justo (1932–38) was ‘elected’ to the presi-
dency on a platform of restoring normality. It was at this point that
the British presence in the Falkland Islands once again became an
issue in domestic politics and international relations. Revisionist
writings on the Pact and the Islands generated a new intellectual
tradition that served as an ideological under-pinning for the new,
anti-oligarchy nationalist right. 

The immediate and long-term impact of world war on the inter-
national position of Argentina was profound. From 1914 to 1918
the country formally adopted a strategy of neutrality and sought to
maintain this position in 1939, though the early entry of the USA
into the Second World War made this position increasingly
untenable. Nevertheless, throughout the First and Second World
Wars, and notwithstanding a neutral stance, the action of
successive Argentine administrations had been broadly supportive
of the Allies despite substantial sentiments in favour of the Central
Powers during the First World War and the Axis in the Second.
‘Active’ neutrality, as practised by Argentina was distinctly partial
in its outcome. A country of mass immigration, like the USA, the
outbreak of war in Europe in 1914 raised domestic as well as
diplomatic issues for the government of the day. Neutrality chimed
with an approach to international relations – non-interventionism
and an emphasis on mediation in the resolution of disputes – that
had developed since the 1870s and obviated domestic tensions. On
the other hand, realpolitik and social attitudes determined the lack
of impartiality associated with conduct of active neutrality. Even
those factions of the oligarchy favourably disposed to Germany
recognised the importance of commercial, financial and cultural
relations with the United Kingdom. An affinity to France and the
dominance of the French intellectual tradition in elite circles –
French was the language of the porteño salon – during the early
decades of the twentieth century similarly shaped diplomacy and
action. And, in addition to the economic connection with Britain
and affinity with France, to be considered in 1914 there was the
weight of immigration from Italy.

In 1914, and contrary to the niceties of neutrality, substantial
numbers of volunteers were recruited among Argentine immigrant
communities, the vast majority by the Allies. Nevertheless, there

48 Argentina: A Short History

Ch02.qxd  04/10/02  07:41  Page 48



were tensions, particularly after the USA entered the war in 1917
while earlier, British efforts to blockade the Central Powers and
embargo the export of strategic materials from or through neutrals
offended Argentine sensibilities. Despite these difficulties, the
general thrust of policy was symbolised by the commission estab-
lished by the government to regulate trade, largely in response to
the monopoly buying agency set up by the Allies. The Argentine
agency was headed by Herbert Gibson, a Briton who took
Argentine nationality in order to accept the post. (Gibson, later Sir
Herbert, subsequently renounced Argentine citizenship to assume
the baronetcy offered in recognition of his wartime services to
Britain.) The commission ensured an uninterrupted sale of basic
and strategic exports to the Allies. Perhaps this, less than even-
handed treatment, explains the robust response to British protests
against efforts by German firms based in Argentina to circumvent
the Allied embargo, usually by trading through the Netherlands.
Diplomatic relations with Germany were almost broken in 1917
with the declaration of unrestricted submarine warfare. Several
Argentine-registered vessels were sunk but protest from Buenos
Aires produced reparations and a declaration of German recog-
nition of the right of Argentine ships to free navigation. Hence,
although Bolivia, Ecuador, Peru and Uruguay severed relations
with Germany when the USA entered the War, and Brazil, Costa
Rica, Cuba and Haiti declared war on Germany, an Argentine
ambassador remained in Berlin throughout the conflict.

In terms of external commercial and financial relations, the
immediate effects of war in 1914 were devastating. International
and commercial credit dried up immediately. Foreign banks called
in loans and refused to make new advances. Where possible, funds
were repatriated and there was a flight into gold and strategic
commodities. The ensuing credit crunch had an immediate impact
on the real economy. Trade was also disrupted by uncertainty in
shipping circles and difficulty in obtaining insurance. The virtual
halting of foreign trade and the closure of overseas capital markets
had a direct and immediate impact on government finances. In
official circles in Buenos Aires, as in many other neutral capitals,
the response to war-induced credit and fiscal contraction was an
application of fairly conventional policies – expenditure cuts and
interest rate increases. However, during 1915 international
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commerce re-adjusted and shipping and insurance services
responded to war-time demands.

With regard to imports, trade diversion may be observed –
away from belligerents to neutrals like the USA. Imports from
neighbouring countries such as Brazil also increased, as did trade
with Japan. During the First World War, the USA became the
major supplier of imports. Although the cost of imports increased
and the terms of trade slowly slipped against Argentina, the
balance of trade widened in its favour as the volume of imports
contracted while prices for strategic commodities soared. Export
earnings doubled between 1914 and 1918 even though there was
little change in the total volume of exports, variations being largely
determined by the harvest. The composition of exports, however,
shifted as pastoral commodities, particularly canned and frozen
meat, accounted for a growing proportion. Despite attempts by the
Central Powers to secure a supply of basic River Plate exports
through neutrals, trade with Germany virtually ceased. According
to official statistics, no exports to Germany were registered from
1915 to 1918. Nevertheless, efforts by Allied legations in Buenos
Aires to ensure the effectiveness of the economic blockade suggests
that commercial and financial links between Germany and
Argentina were not completely severed. This is also indicated by
the rapid recovery in Argentine–German commerce in the 1920s.

By the triennial 1922–24, imports from Germany were already
worth more than one-half the value of purchases from Britain or
the USA and after 1927, by which time the USA was again the
republic’s principal supplier, German manufacturers were pressing
their British competitors hard. In part, the dominant position
regained by the USA in the late 1920s and the strong performance
of German industry, reflected a change in the composition of
Argentine imports towards motor vehicles and capital equipment.
Financial relations were, however, much slower to recover and
London provided only a modest amount of new direct investment
and portfolio lending, Wall Street becoming the dominant provider
of new money. The fairly rapid, if volatile, recovery in trade during
the war and readjustments during the 1920s appeared to indicate
normality. The war, however, both intensified and masked struc-
tural changes in the world economy. These, which would be
thrown into sharper focus by the inter-war depression, would
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provoke profound changes in domestic structures and policies that
had a consequential influence on the international position of the
country and attitudes towards it. Global instability in the 1930s,
increasing domestic criticism of the relationship with Britain, and
the failure of the USA to acknowledge Argentine sensibilities
prepared the ground for a rupture in international relations and in
international economic policy in the 1940s.
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Neutrality during the First World War was claimed as a
precedent for a similar stance during the Second. Strong

commercial links with Britain meant that broad sections of the
Argentine business class remained committed to the Anglo–
Argentine connection. Pro-Allied sentiments were generally
strong, reinforced by the view that the liberal democracies were
engaged in a life and death struggle with the forces of fascism.
These feelings were reinforced by the actions of anti-nazi and anti-
fascist groups among the German and Italian communities, the
influence of the Jewish community, and by the activities of Spanish
republicans. (Although the radical administration of Lázaro
Cárdenas in Mexico was one of the few governments officially to
welcome republicans, more exiles entered Argentina than any
other Latin American republic during the conservative Justo and
Ortiz administrations.) Nevertheless, support for the Allied
democracies was more equivocal during the opening stages of the
Second World War than during the First. This was partly due to the
more explicit, corporatist tone of domestic politics (particularly
during the early 1930s), coupled with a disillusionment in
democracy, not least as practised in the country between 1930 and
1943. There was, too, the antagonism of the new right to Britain
deriving from the 1933 Pact and conflict with strategically placed
British and US companies. Among nationalists and the military –
particularly the Army – there was an admiration of German
military successes. In several quarters of the political class, nazi
Germany was admired and British influence resented. Moreover,
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during the early years of the war, the ultimate victory of the Allies
seemed far from certain. Once again, neutrality muted domestic
tensions and preserved diplomatic options. It was, however, a
much more problematic option than in 1914.

The earlier entry of the USA into the war in December 1941
produced intense pressure on Argentina and other Latin American
countries to break with the Axis. At the inter-American defence
conference convened in Rio de Janeiro in January 1942 Argentina
defended the cause of neutrality valiantly, but to little effect.
Virtually all Latin American countries broke with the Axis powers.
Some declared war and Brazil would later send troops to the
European theatre. In Argentina, pro-Allied and pro-Axis groups
operated fairly freely, despite growing demands – notably from
Washington – to blacklist the export of strategic commodities to
Germany and Italy and to prevent the flow of financial and
material assistance to the Axis. Inevitably, and particularly in the
USA, the Argentine position was interpreted as pro-Axis. This is to
misinterpret or misrepresent reality. Throughout the conflict, as
during the First World War, the flow of strategic exports to the
Allies continued. Through the British-administered allied buying
commission, even US troops engaged in Europe were provisioned
from the River Plate. By supplying exports on credit, Argentina
made a substantial material and financial contribution to the
Allied war effort and victory. Nevertheless, that Argentina was
pro-nazi was a view held with some tenacity in various quarters of
the US State Department. Argentina came to be seen as a centre for
German espionage and intervention in neighbouring countries. US
anger was manifest in diplomatic action to isolate Argentina in the
Americas and by the denial of access to strategic imports. Only in
January 1944, as German defeat became inevitable did Buenos
Aires break with the Axis but a declaration of war on Germany
and Japan was delayed until March 1945. The reluctance to sever
links with the Axis – and the willingness to pay the price that this
entailed – highlighted the intensity of divisions that existed within
government and society.

The 1940s and 1950s can be interpreted as a watershed both in
foreign relations and the international economic position of the
country, perhaps to an even greater degree than in domestic
economics and politics. With the ‘collapse’ of the liberal multilateral
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world commercial and financial system, state intervention in foreign
economic relations became more widespread, shifting from the
imposition of exchange control and the negotiation of a series of
bilateral treaties in the 1930s to the nationalisation of overseas
trade, expropriation of foreign-owned enterprises, and control of
foreign financial flows in the 1940s. Set up in May 1946, the
Institute for Trade Promotion (Instituto Argentino de Promoción del
Intercambio [IAPI]) virtually monopolised the export trade and, at
the height of operations, came to control directly around two-thirds
of imports.

In the post-war world, with basic temperate commodities at a
premium, trade was also used as an explicit tool in the conduct of
foreign policy as well as an essential adjunct to a strategy of statist
domestic development. Was this a prelude to a lurch from autarky to
autarchy? A related view would focus on the opportunity cost of
efforts to conduct an independent foreign policy, particularly in the
operation of external economic relations. By antagonising the Allies
and presenting a pro-Axis image, while failing to sieze export oppor-
tunities in the immediate post-war period, Argentina provoked a US
economic boycott and missed the chance to maximise export-
earnings at a time when commodities prices were at a peak. In the
post-war period there would be no Marshall Aid for Latin America
and even less economic aid for Argentina. In short, during the 1940s
and early 1950s, the country would be punished for its delinquency.
(This interpretation neglects differences in the position of the USA
and Great Britain, and the volume and value of exports shipped to
Britain. If Washington maintained a relentless pressure on Argentina
to break with the Axis, London saw considerable advantage in the
way in which Buenos Aires effected neutrality.) The so-called US
boycott of Argentina took two forms: first, the export of strategic
US products and commodities was embargoed; second, recipients of
Marshall Aid dollars were prevented from using them to purchase
Argentine products. 

The breach with Washington had an immediate impact on
regional relations and on the domestic balance of power. In the
longer term, there was a degree of ‘economic ostracism’ from the
world community until the early 1960s. Brazilian adhesion to the
inter-American line, and despatch of troops to Italy, brought
substantial benefits. While by far the greater part of US aid to
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Brazil took the form of military equipment, there was also
substantial economic assistance. Strategic capital goods and soft
loans were made available to Brazil. Arguably, a narrowing of the
industrial gap between the two South American economies dates
from this period and these processes.

A more pressing concern for the military regime installed in
Argentina in 1943 was the re-arming of Brazilian forces and the
modernisation of matériel at a time when the export of US indus-
trial goods to Argentina was embargoed and military supplies
impossible to procure from alternative sources, notwithstanding
vague promises from Germany, or to manufacture at home. It was
these circumstances that first pushed nationalist elements within
the officer corps into an overt anti-US position and, with the
failure to construct a regional counterweight to Brazilian and US
influence, ultimately convinced even the most pro-German
members of the armed forces that a break with the Axis was both
inevitable and essential to maintain the regional balance of power.
Building on the impetus in favour of regionalism stimulated by the
outbreak of war, the administration (1943–44) actively pursued
with Chile the possibility of establishing a customs union. Military
missions were despatched to Uruguay and Bolivia, as well as Chile,
to secure support for the regional initiative. The revolution in
Bolivia in 1943 is attributed to Argentine efforts to establish a
regional grouping. In short, latent anti-US sentiments were
becoming more direct and aggressively applied. However, as US
arms shipments to Brazil were stepped up in 1944, and the US
South Atlantic Fleet made a formal visit to Montevideo, the
Argentine military discovered that meddling in the domestic affairs
of neighbouring Spanish-speaking republics was no answer to the
growing military and economic power of Brazil and the big stick
wielded by Washington.

In January 1944, Buenos Aires broke with Germany and Japan.
Yet, even at this late date, sections of the Army opposed a decla-
ration of war and closer co-operation with the Allies. General Pedro
Ramírez was forced to resign and was replaced by Vice President
General Edelmiro Farrell (1944–46). Following the installation of
Farrell, and in response to extreme pressure from the State
Department, Allied and American ambassadors were withdrawn
from Buenos Aires and Argentina excluded from international

Neutrality and Nationalism 55

Ch03.qxd  04/10/02  07:41  Page 55



conferences, like that at Bretton Woods, called to reshape the post-
war world. However, throughout the US boycott, which had begun
in earnest before the end of 1944, Britain adopted a more pragmatic
position. Apart from the recall of ambassadors, it was business as
usual. The extent of ‘hostage’ British investments in the republic,
dependence on River Plate cereals and meat, as well as a determi-
nation to defend British markets in the River Plate in the face of an
anticipated US onslaught, ensured a modulated response and
increased State Department paranoia at the course of events in
Buenos Aires. War on the remaining Axis powers was finally
declared at the end of March 1945. Diplomatic relations with the
Allies and American republics were restored early the following
month ensuring that Argentina narrowly obtained admission to the
San Francisco meeting called to establish the United Nations
Organisation (UN).

After the 1950s, the regional and international position of
Argentina slipped. At the beginning of the century, Argentines had
compared their country in positive terms with ‘settler’ economies
such as the USA and Australia or with Western Europe. By the
1980s, the comparison was being made – unfavourably – with
neighbouring republics. Increasing macroeconomic instability and
a rising frequency of years registering negative growth combined
to undermine economic performance and the relative international
ranking of the country. At the beginning of the twentieth century,
Argentine growth rates compared favourably with those of Latin
American economies and with the performance of Australia, the
USA and the major Western European countries. Only Canada
outperformed Argentina. By the 1980s, the Argentine growth
record had lagged substantially behind that of all these countries,
even those with a poor track record like the United Kingdom. The
same story of relative decline emerges if a larger set of comparators
is used. In a sample of 41 countries, Argentina ranked fourth in
terms of growth per capita between 1900 and 1913. For the
1913–50 period the country was placed twenty-sixth in a sample
of 47. Between 1950 and 1990, the country was forty-eighth out of
56, or 142 out of a world sample of 199. In 1950, per capita
output in Argentina was higher than that of Austria, Greece, Italy,
Japan, Portugal, Spain, and several of the soon-to-be Asian tigers.
In a single generation, all these countries outperformed Argentina.
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Since the Second World War, Argentina has been overtaken by
newly industrialising countries in Latin America and Asia and by
economies of the ‘European periphery’.

The Peronist ‘Third Position’, combining social justice and
economic independence, was most clearly manifest in the repatri-
ation of the foreign debt and nationalisation of foreign enterprises
– notably the British-owned railways and utilities. For internal and
external consumption, the stance was presented as neither capi-
talist nor socialist. But the quest for an independent position on the
regional and world stage was a direct confrontation to US percep-
tions during the Cold War; namely, that those states that did not
collaborate closely with the USA rejected Western capitalist values.
In Argentina’s case, there was an added issue. Collaboration with
the USA involved more than simply following the US lead in inter-
national fora: a commitment to the market economy was required.
State economic interventionism was an anathema. Compliance
with the norms for domestic policy and the conduct of commercial
relations enshrined in the Bretton Woods charter that established
the World Bank (IBRD) and the International Monetary Fund
(IMF), and later the General Agreement on Tariffs and Trade
(GATT) was required. For Washington, Argentina presented a
double problem: if the statist model succeeded, it would pose an
intellectual challenge to liberal capitalism; if it failed, the ensuring
social chaos might produce an opening for a communist-inspired
take-over of government. US officials were particularly alarmed by
the demagogic crypto-socialism personified by Eva Perón.

Stigmatised as pro-Axis, Argentina found itself ostracised, or
isolated itself, from the new post-war world order. Although, as
indicated, the country was admitted to the UN in 1945, bilater-
alism and the operation of multiple exchange rates precluded
membership of the Bretton Woods agencies. The USA was also
antagonised by intervention by the military government in Bolivia,
the renewal of diplomatic relations with the Soviet Union by Perón
soon after being elected president in 1946, and continuing
emphasis on ‘economic autonomy’ and non-alignment during the
last years of the decade. Peronist assessments of the international
position of the country after 1946 were based on two premises.
First, that the country had provided substantial material support
for the Allied cause during the Second World War yet had gained
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little in return. Second, that a third world war was imminent and
that this implied both the need for economic self-sufficiency and a
short-term opportunity to obtain maximum benefits from the
export of strategic commodities – on prices and terms that would
be determined by Argentina. Given the international context in the
late 1940s, the latter premise was logical. It was also mistaken.

For much of the 1946–52 period, Peronist strategy shifted
between overt confrontation with the USA and pragmatic
engagement. In reality, the capacity to sustain an independent
course was compromised by domestic economic failure and the
waning importance of Britain which was both prepared to do
business with Perón and, during the war, had attempted to
mediate between Washington and Buenos Aires. The general
weakness of Britain and the international position of sterling
meant that after 1946 there was no possibility of re-establishing
the triangularity in US–British–Argentine relations that had
existed from around 1900 to the late 1920s, an arrangement that
had allowed the favourable balance of trade with Britain to offset
an adverse balance with the USA. As indicated, although Britain
recognised the advantages of Peronist pragmatism, ‘official’ USA
saw only a willingness to renege on commitments and to muddy
inter-American relations. For example, at the 1947 Rio de Janeiro
conference on Inter-American Peace and Security, the Argentine
representatives signed up to the Reciprocal Assistance Defence
treaty, but it was almost three years before the ratification process
was completed in Buenos Aires. At the Bogotá conference in 1948,
when the Organisation of American States (OAS) was formed to
replace the Pan-American Union, Argentina rejected the US
proposal to establish the new body as an anti-communist bloc,
arguing that Peronist policies of social justice were the best means
of combating the supposed communist menace. Argentine dele-
gates also protested at supra-national elements in the OAS charter
that appeared to compromise the sovereignty of member nation-
states. At much the same time, between 1947 and 1949, Argentina
had been signing bi-lateral trade pacts with several Eastern
European countries whereby cereals and meat would be
exchanged for fuel and capital goods. These were additional to
bilateral commercial and clearing arrangements with Brazil and
Spain already in operation. The problem was that none of the
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countries could deliver the products that Argentina needed, nor
could they pay in dollars.

To all intents, the 1949–50 conjuncture spelt the end of
attempts to conduct an autonomous foreign policy. As the Cold
War threatened to warm up with the Berlin emergency and Korean
crisis, US patience reached its limits. The 1949 sterling crisis
dashed whatever hopes might have continued in Buenos Aires that
exports to Britain could yield earnings that might be converted
into dollars at precisely the moment when domestic output was
contracting. Although contemporaries were inclined to blame the
production crisis on a severe drought that affected most of the
pampas, the underlying causes were a decline in rural efficiency
due to underinvestment, and producer strikes – both stemmed
from official economic policy. The only way out was an
improvement in US–Argentine relations and US aid. In 1950 a
dollar loan was forthcoming from the official US Export-Import
Bank. The loan came at a price: willingness to liberalise the foreign
investment regime and guarantee the security of direct investment,
including within the oil sector, and the ratification of the Inter-
American security treaty. As the domestic crisis deepened, and the
need for foreign capital was recognised, policy was adjusted
accordingly. US business was poised to take advantage of these
events as State Department strategy shifted from ‘correct
friendship’ to ‘friendly pressure’ – an approach designed to reward
Argentina for adherence to the Inter-American system rather than
penalise it for antagonism to the USA. For the government, the
immediate economic benefits were substantial, though the short
and medium term consequences would spell the end of the Third
Position and, in 1955, the administration itself.

From the late 1940s to the early 1960s, the balance of trade was
often unfavourable while there was little real growth in the value of
overseas trade which contracted steadily as a proportion of total
economic activity, signalling the ‘closing’ of the economy. The year
1949 witnessed the first negative balance of trade in over a decade.
From 1949 to 1962 inclusive, the trade balance was positive on
only four occasions. Not until the mid 1960s was the balance
consistently positive – until 1970 – before dipping into the red once
again. Unsurprisingly, there was a sharp fall in international
reserves after 1946 as blocked balances accumulated during the
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Second World War were used to pay-off the overseas debt and
nationalised foreign-owned enterprises. With the commercial
balance deteriorating, it proved impossible to rebuild the reserves.
Not until the early 1970s would the stock of foreign reserves, at
least in nominal terms, again reach levels prevailing in the mid
1940s.

Volatility was also reflected in changes in the direction and
source of trade. Arguably, the only constant trend was the
consistent decline in the importance of the UK as an export market.
During the Second World War, Britain had regularly taken between
40 and 50 per cent of total exports. During the 1950s, on average,
the UK was still consuming more than a quarter of total exports. By
the early 1970s, the proportion was down to less than 10 per cent.
From the early 1960s, Italy and The Low Countries were
competing to drive Britain into third place – or, occasionally, fourth
or fifth after Brazil and the USA. As during the First World War, in
the Second Argentine imports were derived overwhelmingly from
the USA – occasionally in excess of 40 per cent. Even during the
years of the boycott, the USA usually provided more than one-fifth
of total imports, rising to in excess of one-quarter or one-third there-
after. Through the 1960s there was greater balance or diversity in
the source of imports. Notwithstanding the dominant position of
the USA, countries like Germany, Brazil and Italy regularly provided
in excess of ten per cent of imports – each often substantially more
than ten per cent. International politics as well as commercial
economics accounts for the increased diversity of supply. Traditional
commodities, meat, wool and cereals, continued to dominate the
export schedule. In terms of value, pastoral products tended to
demonstrate particular strength during the 1950s as government
policies of export promotion began to bite and climatic conditions
improved. Intermediate products had come to dominate imports.
However, the composition of the import schedule became increas-
ingly volatile during the 1950s and 1960s, conditioned by the
domestic economic cycle and external economic relations. In the
1940s both the USA and the UK had used Argentine dependence on
fuel imports as an instrument in bilateral relations, not only during
the US boycott. In the early 1960s, an upsurge in capital goods
purchases reflected both the industrialisation drive and efforts to
reactivate overseas investment. Towards the end of the decade,
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further disproportionate growth in capital goods imports, combined
with substantial absolute expansion in the value of raw material and
intermediate goods imports, was associated with conscious efforts
to diversify sources of supply, and with the recovery of a European
capacity to sustain overseas investment.

Reconstructing an independent foreign policy and re-estab-
lishing the international position of the country exercised
successive regimes during the 1950s and 1960s. Nationalism and
broad support for state-led industrialisation was bound to be
reflected in engagements with the world at large. Possibilities and
outcomes remained confused. These were illustrated in the military
coups of 1955. The first, headed by General Eduardo A. Lonardi
(1955), set about dismantling some of the agencies of economic
intervention, notably IAPI, but appeared disinclined to eradicate
other aspects of statism. In addition, and demonstrating his
nationalist credentials, Lonardi revoked risk contracts recently
signed with Standard Oil. The new regime also appeared more
committed to the import-substituting aspect of the economic
strategy associated with the name of Raúl Prebisch rather than the
policy of export promotion that he was then advocating for
Argentina. The second coup of 1955 resulted in the installation of
a more internationalist regime headed by General Pedro Eugenio
Aramburu (1955–58). Deregulation and export promotion, iden-
tified in the Prebisch report commissioned by Lonardi immediately
after the golpe that toppled Perón as the keys to economic regener-
ation, were applied with vigour.

The year 1956 was one of regional and international
‘adhesion’: the OAS charter was finally ratified and membership
applications submitted to the World Bank and IMF. Before the end
of the year, the first stand-by credit was obtained from the Fund
and lines of credit established with the US Export-Import Bank.
Private bank loans and direct investment from the USA soon
followed. At the same time agreements were signed with the Paris
Club (aka the European Payments Union) as a prelude to settling
individual obligations with several European countries. Argentina
was demonstrably adhering to the post-Second World War
Western capitalist order and formalising relations with the interna-
tional financial community. Thus, the ‘strict bilateralism’ that had
been practised in foreign economic relations up to 1955 was
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replaced by multilateral commercial and financial reinsertion. The
Aramburu presidency was well regarded among the local business
community and in international banking circles.

Following elections, the Arturo Frondizi presidency (1958–62)
encapsulated the difficulties of devising a sustainable external
policy and of co-ordinating domestic politics with international
economic relations. Frondizi enjoyed a reputation as a radical
nationalist who had taken a hard line on the shift in approach to
foreign investment during the last years of the second Perón presi-
dency, notably vociferously opposing foreign involvement in the
oil industry. The nationalist and statist credentials of the new
civilian regime appeared to be confirmed when it adopted a devel-
opmentalist stance in domestic economic policy. Yet, almost as
soon as the government assumed office, Frondizi announced the
award of new risk concession to foreign oil corporations. This was
part of the ‘battle for oil’. The second ‘battle’ – for ‘healthy money’
also implied a pro-internationalist position – the acceptance of an
IMF adjustment package.

Frondizi travelled widely in North America, Europe and the Far
East, seeking to promote trade and demonstrate the return of
democratic/pluralist politics. Arguably, the commercial aspect of
his efforts bore fruit only after he had been removed from office.
The mid 1960s saw increased trade with both the Soviet Union and
China. Even more significant, the Latin American Free Trade Area
(LAFTA) was created in 1960. The LAFTA seemed to be an imme-
diate success. Inter-regional trade, notably among Argentina,
Chile, Brazil and Uruguay grew considerably, admittedly from a
small base. After the Cuban Revolution of 1959, there was a
grudging acceptance in Washington that economic development
had to be prioritised in Latin America. If inter-American security
was predicated on social progress, without regional development
there would be little stability or progress.

Partly for electoral purposes, Frondizi sought to balance a
liberal, internationalist stance in economic and trade policy with a
radical diplomatic programme, attempting to mediate between the
USA and Cuba. At the 1959 OAS meeting held in Santiago de Chile,
Argentina reiterated support for the principle of self-determination
and non-intervention in the affairs of member states, arguing for a
negotiated settlement with Cuba while stressing the primacy of
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Western values and the need to contain extra-regional influences.
Gradually, the administration adopted a more pro-Cuba stance,
appreciating the importance of the struggle against underdevel-
opment. Arguably, it was during the Frondizi presidency that the
foreign policy stance of the country became more consciously
‘Third World’ in orientation. Distinct from a Peronist flirtation
with the Non-Aligned Movement, the language of policy placed the
country (and Latin America) in the underdeveloped world
alongside Asia. Argentina might be located in the West but compar-
isons with Asia were now more appropriate than with the North
Atlantic economies. In 1961, Frondizi received Ernesto ‘Che’
Guevara, secretly in Buenos Aires. Guevara, the iconic Argentine
colleague of Fidel Castro, was then Cuban Industry Minister. From
honest broker between the USA and Castro, Argentina appeared to
be becoming the regional ‘protector’ of Cuba, abstaining from any
OAS resolutions that proposed economic sanctions against the
island. This was too much for the military, though whether
Frondizi’s removal from office was due to liberal international
economics, adventurous diplomacy, or ambiguous relationship
with Peronists remains a moot point. 

Successor administrations of the 1960s, always closely scruti-
nised by the military, were no more successful in redefining an
international position. The ambiguity and confusion of earlier
years resurfaced with the election of Arturo Umberto Illia
(1963–66). Like his military predecessor, Lonardi, Illia annulled oil
contracts awarded by Frondizi. However, in this instance the anti-
business and anti-foreign stance was rooted in the traditional
suspicions of Radicalism. Perhaps similar sentiments underpinned
a lukewarm enthusiasm for inter-Americanism that was manifest
in an emphasis on participation in the larger international
community. But to which community of nations did the country
belong – or wish to belong?

In 1964 Argentina participated in the second, Cairo,
conference of the Non-Aligned Movement as an observer. The
willingness to maintain a degree of distance from Washington and
an emphasis on ‘big government’ seemed to qualify the country for
membership of the Non-Aligned club. In addition, there was the
Falklands issue which enabled Argentina to claim kin with propo-
nents of decolonisation. It was during the Illia presidency that
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pro-Argentine resolutions on the Islands were approved by the
United Nations. And, for many groups in Argentina and elsewhere
in Latin America, with the success of the Cuban Revolution, then
entering a particularly experimental-radical phase, the War of
Liberation had begun. The continent would be one of the principal
battlegrounds in the ideological conflict between marxist-leninism
and liberal-capitalism (soon to be reflected in the emergence of
liberation theology among radical elements of Roman Catholic
clergy) and between the industrialised ‘north’ and the impover-
ished exploited ‘south’. As one of the most politically advanced
societies in Latin America, Argentina would be at the forefront of
the campaign to construct a new society, if necessary, by force of
arms. Che Guevara became the emblem and protagonist of a
utopian-socialist vision of the future.

Nevertheless, this ‘re-positioning’ sat ill alongside a recurrent
stress on a proximity of interests with Western Europe and earlier
comparisons with Australia and the USA. Moreover, there was
paradoxical support for US policy in Vietnam and, in the OAS,
approval for the US invasion of the Dominican Republic. In a
concrete demonstration of solidarity, two Argentine destroyers
participated in the naval blockade of Cuba during the 1962
missile crisis. (The episode, a clear breach of the by then firmly
established tradition of neutrality, was unparalleled and unique
until a similar gesture was made during the Gulf War some thirty
years later.) Did these apparently conflicting engagements signal
pragmatism or indecision? Did they reflect a realisation that the
international ‘ranking’ of the country was indeed slipping? The
paradox – or the incapacity of the country to define its position in
the world – was reflected in the language of diplomacy. Guido’s
second foreign minister might declare that Argentina was with the
West because it was in the West, but the general tone and some of
the content of policy documents often echoed the ‘Third Position’.
There was a conflation of ‘internationalism’ and ‘non-alignment’.
As during the Frondizi presidency, it was unclear whether policy
was ill-conceived, inconsistent, pragmatic or simply confused in
its application. Perhaps, too, there was an indication of institu-
tional fragility – a reduction in bureaucratic competence and
capacity to formulate and apply a coherent approach.

Ch03.qxd  04/10/02  07:41  Page 64



Although, after 1966, successive military and populist regimes
presided over international reinsertion, tensions between

‘third-worldism’ and ‘western capitalism’ continued. Firmly
committed to the doctrine of national security, the Argentine
Revolution (la revolución argentina) presided over by General
Juan Carlos Onganía (1966–70) demonstrated its commitment to
Western values by establishing a regime that would become noto-
rious for its use of violence and intellectual sterility. Proximity to
the USA brought economic and financial gains, as did the culti-
vation of Western Europe (partly as a result of the failure to
persuade the USA to supply military equipment and nuclear tech-
nology). Increasing European investment in Argentina during the
late 1960s, coupled with a substantial increase in trade, appeared
to indicate a recapture of the international position of the country.
In real terms, the value of Argentine trade in the late 1960s
approached that of forty years earlier. Italy and The Low
Countries had become the principal buyers of exports and Western
Europe by far the main source of imports. Although the USA
remained the single most important supplier of imports, and Brazil
was now the second, Germany, Italy and the United Kingdom
together provided a larger proportion of imports than the USA.
The decade also witnessed a sustained European diplomatic
initiative in Latin America, including Argentina, marked by visits
by heads of state and government. These trends, notably financial
flows, were interrupted by domestic politics – popular uprisings
against the policies of the Onganía regime and a spate of Robin
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Hood-style kidnappings directed against national and foreign
corporations. The most spectacular was the seizure of the heirs to
the Bunge y Born fortune and their ransoming for US$40 million –
the largest ransom demand ever paid.

At the time, the stabilisation plan instituted by Onganía’s
economics minister, Adalbert Krieger Vasena, appeared to be both
technically proficient and durable. The domestic strategy, based on
export promotion, privatisation, and currency stability, was rooted
in aspirations to membership of the Organisation of Economic Co-
operation and Development (OECD). Stabilisation, and the
positive reaction of Washington to the Onganía coup, ensured a
recovery in US investment. But the ‘Plan Europe’ was provoked by
unwillingness to sign up to the Treaty for Nuclear Non-
Proliferation in Latin America and consequent US refusal to re-
equip the armed forces. The regime looked to Europe for
investment and aid in a range of fields, including computers, super-
sonic aviation, nuclear energy and information technology – a focus
that acknowledged the technology/productivity gap that had
widened over previous decades. There were limits to the extent to
which prospective European partners were willing or able to deliver
in these fields, notwithstanding increased investment in motor
vehicle production and the supply of modern aircraft and naval
vessels. And, action in these areas was bound to have an impact on
relations with neighbouring republics. The modernisation of
military equipment hardly encouraged good relations at the time of
the continuing territorial dispute with Chile and protests against
Brazilian efforts to develop hydro-electricity capacity in association
with Paraguay. These antagonisms, coupled with the import-substi-
tuting industrialisation drive limited commitment to the Latin
American Free Trade Association and sub-regional initiatives like
the River Plate Basin Group, established to promote transport inte-
gration and the development of energy resources.

The likelihood of ‘international economic reintegration’ was
brought to an abrupt end during the last months of the Onganía
period and subsequent presidencies of Generals Roberto Levingston
(1970–71) and Alejandro Agustín Lanusse (1971–73) by the rising
tide of violence that involved the murder of a FIAT executive and
increasingly violent factory-based protests largely orchestrated by
leftwing Peronists and various competitive marxist factions
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(including Maoists, gervaristas and Trotskyists). Strikes and factory
occupations were accompanied by the ‘ransoming’ of prominent
members of the foreign and national business communities.

‘Internationalism’ – economic and political – took decidedly
different directions during the course of 1973. During the first
Peronist administration of the year (Héctor Cámpora), diplomatic
relations were established with North Korea, Vietnam and East
Germany. Salvador Allende, elected marxist president of Chile, and
Osvaldo Dorticós, Cuban head of state, paid state visits to Buenos
Aires while a formal application for full membership was submitted
to the Non-Aligned Movement. (The country had enjoyed observer
status since 1964.) These developments pointed to a more radical
stance in the international community while echoing the ‘Third
Position’ enunciated almost thirty years earlier. Yet, as was
observed at the time, the Third Position and membership of the
Non-Aligned Movement could hardly be reconciled, even if Perón
was sometimes inclined to argue that his original position
prefigured the aims of the Movement. However, echoing the
language and actions of Peronist administrations of almost forty
years earlier, the Argentine delegation at the Lima meeting of the
OAS questioned the independence of the organisation and
expressed an intention to explore the possibility of renegotiating
the treaty of Reciprocal Assistance. Possibly these events were
intended largely for domestic consumption, notably radical student
organisations that had become particularly prominent in the
Peronist movement around the turn of the decade and offered
Cámpora strong support. With the resignation of Cámpora and the
election of Perón towards the end of the year, the impetus under-
lying the strategy appeared to become clearer, namely to strengthen
the Argentine position in regional negotiations for the use of shared
natural resources and, primarily, to secure support in the UN for
renewed efforts to regain the Falkland Islands.

The new Perón regime adopted an anti-imperialist stance in
world affairs and was critical of the USA, not least by strength-
ening relations with Cuba. During the mid 1970s, commercial and
financial relations with Cuba were considerably ‘up-graded’.
There was a domestic political (as well as an economic) dimension
to the strengthening of bilateral relations, notably the radicali-
sation of Argentine youth before and during the Cámpora
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interlude. Antagonising the USA in the OAS was a flawed method
of defending the Argentine position against Brazil, then embarking
on a massive programme of hydro-electricity generation (in associ-
ation with Paraguay) in the River Plate Basin or, indeed, of
securing anti-British votes in the UN general assembly or else-
where, given Britain’s ability to obtain the support of Caribbean
countries in both the Movement and the UN. Bilateral regional
relations deteriorated further with the 1973 coup in Chile.
Ongoing territorial disputes in the Beagle Channel were
compounded by the flight of high-profile refugees to Argentina
and general disgust at the violence of the Pinochet golpe.

Yet, it was the bloody regime of the proceso de reorganización
nacional, installed in 1976, that epitomised the inconsistencies – if
not perversities – that clouded Argentine efforts to define the
world order, and the position of the country in what would soon be
described as the new ‘global age’. Declaring a policy of alignment
with the ‘Western, Christian, free world’, while murdering its own
citizens and strengthening commercial links with Eastern Europe,
military regimes of the 1976–82 period subscribed to the doctrine
of ‘national security’ then popular in US–Latin Amerian policy-
making circles: namely, that the principal threat to the nation came
from internal subversion promoted by an international marxist
conspiracy that took advantage of domestic social tensions. In
Latin America these were associated with the flawed strategy of
forced industrialisation.

The international position of regimes of the proceso was based
upon an uneasy combination of neo-liberalism and nationalism
reflected in an abrupt opening of the economy (global reinsertion
based on the production and export of traditional commodities), the
cultivation of close relations with the USA, though not necessarily
an explicit alignment with Washington, and the projection of a
higher profile in the region – to ‘recapture the historic destiny of
Argentina in Latin America’. The abandonment of ‘economic isola-
tionism’, signalled by export promotion and massive foreign
borrowing, depended on, and was an attempt to cultivate, the good-
will of Washington. Following a dose of military discipline and
export-led growth, Argentine society would be purged of subversive
elements. In the immediate post-1976 years, regimes in Buenos Aires
assumed that they had the confidence of business USA and military
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USA as a neo-liberal foreign economic policy was essayed and
members of the Argentine armed forces played a not inconsiderable
role in the growing conflict in Central America. They warmly
supported efforts by their US colleagues at training facilities in
Panama to instil in the officer classes of Latin American countries an
awareness of the dangers of communist-led guerilla movements and
the best means of countering them. The Argentine high command
offered to share with their South and North American colleagues
valuable lessons in counter-insurgency learnt during the ‘Dirty War’.

There were, of course, inconsistencies and tensions. These
became even more pronounced with the increasing emphasis given
to human rights after 1977 during the Jimmy Carter presidency in
the USA and US imposition of commercial sanctions on the USSR
following the invasion of Afghanistan. As Washington responded
to domestic lobbying against human rights abuses in Argentina,
Buenos Aires intensified bilateral commercial relations with the
Soviet bloc. A delegation was sent to the 1981 Belgrade Assembly
of Non-Aligned Countries and a commercial pact was signed with
Beijing – a cynical exercise in realpolitik that convinced few but
confirmed the opportunism and lack of consistency in official
thinking and the increasingly marginal position of the country in
the global system. 

Exports to the Soviets doubled during the proceso period and
Russian technical and engineering assistance was secured for
energy projects. Around 1980/81 the Soviet bloc was absorbing
about one-quarter of Argentine exports, almost as much as the
European Economic Community. Moreover, trade with Eastern
Europe yielded large surpluses that could be used to offset negative
commercial balances with other regions. Was this a resurgence of
the ‘internationalist’ foreign policy doctrine, designed to caution
or contain the USA, by a regime rattled by the popular response in
1979 to a visit to Buenos Aires by the Inter-American Commission
on Human Rights and alarmed by evidence that the neo-liberal
economic strategy was starting to unravel? US military aid was
halved. The Videla administration responded by resisting pressure
from Washington to adhere to the UN Nuclear Arms Non-
Proliferation Treaty and the Inter-American anti-nuclear arms
pact, and meddled in Bolivia – supporting a rightist military coup
that prevented a democratically elected government taking office.
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But with the Carter presidency disintegrating, mired in crises in
Iran and Central America, the generals and admirals in Buenos
Aires bided their time, anticipating friendlier relations with the
Ronald Reagan administration. 

Ever inclined to bellicosity, the installation of the 1976 neo-
authoritarian regime inevitably complicated relations with neigh-
bouring republics even as sections of the Argentine military were
actively collaborating with elements of the Chilean, Uruguayan and
Brazilian armed forces to ‘disappear’ or return foreign dissidents.
The 1902 Treaty of Arbitration with Chile had been denounced by
the Lanusse regime in 1972. In 1978 the Videla regime, prefiguring
the stance adopted over the Falklands in 1982, assumed a bombastic
position over three small islands in the Beagle Channel – Nueva,
Picton and Lennox – claimed by both countries. And there were inci-
dents along the frontier. Although rapidly overruled by the then
president, General Roberto Eduardo Viola (1981), commander-in-
chief of the army, Galtieri, ordered the sealing of the frontier.
Hardliners in the army and navy pressed for mobilisation. War
appeared inevitable until Papal intervention was secured. Following
mediation by the Vatican, in an adjudication that closely paralleled
the 1902 British interim award, all three islands were awarded to
Chile. Arguably, it was this ‘loss’ that encouraged disgruntled
sections of the armed forces to pursue a more active campaign to
recover the Falklands in order to redeem military honour – as well as
to bolster a regime under increasing domestic pressure.

The South Atlantic adventure was also an attempt by the
Argentine military to demonstrate their competence to a larger,
regional audience. By the mid 1970s, the Brazilian economic
‘miracle’ was observable to all. Strong economic performance,
manifest in historically high rates of growth and low inflation, was
associated with the development of heavy industry and infrastruc-
tural modernisation – including a massive highway building
programme and the development of hydro-electricity and nuclear
energy. The contrast with Argentina was marked – and alarming
for those preoccupied with the regional balance of power. As
diplomats from Buenos Aires protested against
Paraguayan–Brazilian dam construction on the upper Paraná,
while seeking an agreement on water flows that would protect
Argentine hydro-electric projects, some military strategists were
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planning a demonstration of military force which would not be
lost on the Brazilian and Chilean military regimes.

In the economic sphere, these tensions weakened support for
regional commercial co-operation. The Latin American Free Trade
Association (LAFTA) was displaced by a much weaker entity, the
Latin American Integration Association, and Argentine exports to
the region fell away after 1979, almost halving by 1983. Exports to
Western Europe described a similar course. During the 1970s, the
share of total Argentine exports absorbed by the EEC fell from a little
less than one-half to just over one-quarter. The shifting proportions
of Argentine commodities absorbed by regional, Western European
and Socialist Bloc trading partners illustrated the incapacity of the
economy to ‘grow’ exports. Despite the vaunted productivity
reforms of the military government, trade displacement – the substi-
tution of one overseas market by another – rather than generalised
export expansion pointed to continuing structural rigidity. Relations
with Western Europe were also complicated by ‘disappearances’.
During the dictatorship, the French, Irish, Italian, Spanish and
Swedish governments repeatedly demanded of Buenos Aires infor-
mation about missing nationals. Across Europe, human rights
groups, labour organisations, and bodies representing Argentine
exiles pressured governments to act and missed few opportunities to
raise the issue of human rights abuses in international forums. The
only regime that could be relied upon not to raise inconvenient ques-
tions at world gatherings was that of the Soviet Union.

Nevertheless, for the regime and for the Argentine people, the
defining moment occurred in 1982 as the domestic and interna-
tional actions of the dictatorship coalesced in a tragic comedy of
errors – the invasion of the Falklands. The events leading up to
April 1982, illustrated the arrogance and ignorance of the regime
which completely misread its influence abroad and the place of
Argentina in the Americas and the wider world. Before assuming
the presidency, Viola had visited Washington where he had been
received by President Reagan, Vice-President George Bush and the
heads of the Departments of State and Defense. As president-to-be,
Viola spoke of the need to create a continental force capable of
countering subversion in Argentina and Central America. By this
stage, Argentina was supplying the US-funded Contras with men
and matériel. Viola’s successor, General Leopoldo Forunato
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Galtieri (1981–82), deepened contacts with the Reagan adminis-
tration and secured the suspension of the arms embargo imposed
on Argentina in 1978 and took this as a token of US support for his
government and its regional strategy. With the Non-Aligned
Movement and the Soviets already responding to demands to end
‘colonialism’ in the islands, Galtieri assumed that he had now
brought Washington on board.

There was also a misreading of signals emanating from
London: the 1981 British nationality act that denied British citi-
zenship to virtually half the population of the Falkland islands; an
apparent lack of concern at the growing frequency of over-flying of
the islands by the Argentine air force (sometimes necessitating
‘emergency’ landings at Port Stanley); and a muted response to the
landing of a small party of officers and men in the South Georgia
islands, thinly disguised as salvage men, who promptly raised the
flag to mark the return of the territory to the patria. The then
current round of negotiations with Britain had been initiated in
1976 by the Videla regime, virtually from the moment that Isabel
Martínez de Perón had been ousted. Dithering by the Foreign and
Commonwealth Office, in part due to the low priority given to the
issue in London, was compounded by the inability of the Argentine
military to comprehend the niceties of parliamentary opposition to
a deal and the necessity for the British government of obtaining
islander approval for any change to the status quo. Such matters
simply did not register in Buenos Aires and were naively regarded
as mere negotiating tactics.

Deluded by its own rhetoric, misled by civilian foreign policy
advisers and convinced of the capacity of the armed forces, it was a
supremely confident Galtieri who received US Secretary of State,
General Alexander Haig on the Argentine leg of his
Washington–Buenos Aires–London diplomatic mission. If required
to choose between its British and Argentine allies, the USA would
support ‘anti-colonialism in the Americas’ and bring the UK to the
negotiating table – preferably in the UN where Buenos Aires
imagined widespread support. In one respect, the regime had not
misread reactions to the invasion. An ecstatic crowd greeted the
announcement by Galtieri on 2 April 1982, that Argentine forces had
taken Port Stanley, henceforth to be known as Puerto Argentino.
Speaking from the balcony of the Casa Rosada, Galtieri addressed
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cheering masses in the Plaza de Mayo which only weeks before had
been filled with protestors and tear gas as thousands demonstrated
against the military. However, following the Argentine surrender in
Puerto Argentino, when crowds next appeared in the Plaza de Mayo,
it was not to cheer. The military had few qualms about waging war
on the Argentine people, but had neither the organisational capacity
nor the stomach to resist the British task force despatched to recover
the islands. Thus ended the only foreign campaign undertaken by the
Argentine military in the twentieth century.

With defeat, adventures overseas could no longer mask the
domestic economic and political crisis, nor the huge burden posed
by the foreign debt. The contested sovereignty of the islands and
external indebtedness dominated the diplomatic agenda and deter-
mined the location of Argentina in the global economy for the rest
of the century. They continue to do so, though with increasing
distance from the event, the Falklands issue has lost much of its
urgency. Throughout the 1980s, the legacy of defeat influenced
relations with Britain and, at least initially, with the European
Community. The nature of the collapse of the military regime also
had a profound impact on relations with neighbouring republics
(all of which were still governed by the military) and the USA. The
intransigent position adopted by Foreign Minister Dante Caputo
prevented the formalisation of relations with Britain, but was no
obstacle to an ‘essential convergence’ with the USA based on
shared democratic values, respect for human rights and social
justice. Although anxious to project an internationalist image, it
was recognised that the support of Washington was essential for
democratic consolidation and solving the debt problem. Indeed,
they were interconnected. Economic reactivation would contribute
to political stability, but required a favourable response by the
Washington agencies for financial assistance. Moreover, securing
the seal of approval of the International Monetary Fund would
facilitate negotiations with the foreign banking corporations that
had underwritten the economic strategy of the proceso regimes
and who were now clamouring for acknowledgement of the debt
and for efforts to be made to resume service.

Initially sympathetic, the attitude of the Reagan administration
hardened during the latter part of the Alfonsín presidency while that
of Continental European governments softened. IMF ‘leniency’ in
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1986 can be attributed directly to US official pressure. Subsequently,
however, administrations in Paris, Madrid and Bonn seemed more
inclined to acknowledge a connection between a realistic approach to
debt repayment and democratic stability in Argentina. Modest
measures followed, designed to promote investment in Argentina.
Perhaps of even greater importance were efforts of foundations,
often connected with European political parties, to fund research in
Argentina. The principal beneficiaries were policy think-tanks asso-
ciated with the Unión Cívica Radical (UCR). Efforts were also made,
through official and semi-official visits and academic exchanges, to
strengthen democratic practices and democratic accountability.

Perhaps reflecting residual disillusionment with the US position
during the war as well as a desire to draw a line over the cynical
posturing of the outgoing military regimes, efforts were made to
raise the profile of the country in the Non-Aligned Movement and
at the United Nations. Contacts with Eastern Europe initiated in
the 1970s were strengthened by ministerial visits: Alfonsín was the
first president to visit the Soviet Union. Although bilateral
Soviet–Argentine trade was destabilised by price declines in Soviet
energy products and growth of surpluses accumulating in favour of
Argentina, Buenos Aires issued licences to Eastern European indus-
trial fish processors for the exploitation of South Atlantic waters as
a means of strengthening its diplomatic position in the area.

Rediscovered internationalism chimed with the commitment of
the new democratic administration to openness and transparency.
A reaffirmation of the principles of non-interventionism also
conformed with the ideology of the Alfonsín government,
accorded with the stance that diplomatic means alone would be
used to pursue the claim to the islands, and highlighted a glaring
US lack of respect for non-interventionism in Central America.
The Non-Aligned Movement also provided a forum in which to
seek solidarity for a solution to the foreign debt. Capitalising on
the recent sad experience of the country, an active role was pursued
in the International Commission on Human Rights and various
contact groups that were dedicated to the pursuit of world peace.
This action was not simply expedient, designed to consolidate
support for the claim to the Falklands, but reflected a new national
self-confidence and commitment to a world democratic order.
After the trauma of the ‘Dirty War’ and dark years of military
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terror, Argentine diplomats spoke with conviction about the need
to devise peaceful means of conflict resolution, respect for civilised
norms of international behaviour and for the virtues of democracy. 

Whatever else its failings, the Alfonsín presidency engineered a
transformation in intra-South American relations and the
formation of a powerful new international bloc – the South
American Common Market (MERCOSUR/L). Boundary
problems with Chile were resolved and ratified by a public
plebiscite in which the government secured massive support. The
calling of a plebiscite was imaginative and effective, if not covered
by the Constitution. By the mid 1980s, with the installation of a
democratically elected government in Brazil in 1985, efforts to
revive regional economic co-operation proceeded apace. Domestic
politics and international economics contributed to the project.
Continuing global instability – debt overhang continued to
constrain international economic recovery – meant that regional
integration offered one of the few openings to growth. The
regional option may have been a second-best, but it was the only
feasible one available. Closer relations – not least the resolution of
outstanding boundary irritations and disputes over River Plate
Basin resource use – might reduce the threat of sabre-rattling by
the military in each country. New democratic governments in
Buenos Aires and Brasília looked to each other for solidarity. For
Alfonsín the restoration of democracy was a moral and practical
imperative. Improving relations with neighbouring countries, the
renunciation of the use of force in the settlement of international
disputes, principled engagement in international fora, and a
commitment to the rule of international law were regarded as the
best means of securing civilian government at home.

Of itself, the accession of a civilian government in Argentina in
December 1983 also set down a marker to neighbouring military
regimes. For Alfonsín, the promotion of democratic consolidation
in neighbouring republics was compatible with efforts to maintain
peaceful relations with existing military administrations. The
Radical victory in the 1983 elections also enabled the new
government to re-establish good relations with Germany and Italy
as contacts between the UCR and European centre-right parties
were strengthened. The need to resolve the debt crisis – the huge
burden of loans inherited from the defeated military regime –
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further facilitated internationalism. Effective participation in
multilateral agencies such as the IBRD and the IMF and
constructive dialogue in world bodies was the only option.

A definitive frontier treaty with Chile and the formation of the
MERCOSUR/L signalled the regional way forward. Greater consis-
tency in external relations – a contrast with the indecision, prag-
matism and opportunism of earlier years – derived from both the
espousal of the principle of democratic determinism and from a
desire to re-establish the international reputation and global
position of the country. Internationalism was illustrated by the
abandonment of the nationalistic posturing of ‘Argentina
Potencia’. Equally, the country would not be beholden to others.
Hence, promoting peace in the Americas through membership of
the Contadora Group (designed to foster an end to hostilities in
Central America) and an active participation in the Non-Aligned
Movement assumed a consistent, principled pro-self-determination
stance rather than narrow anti-USA bombast or a rejection of inter-
Americanism promoted by the OAS. Efforts to seek a solution to
the debt crisis through the Cartagena Consensus (although little
was actually accomplished) was consistent with an emphasis on the
social requirements of democratic institution-building rather than a
strident blast against ‘international financial capitalism’.

Global reinsertion during the 1970s, particularly during the
proceso, had been predicated on a violent economic opening at a
time of mounting international volatility and domestic repression.
Like many economies during the decade, debt was a mechanism of
international engagement. However, unlike its counterparts in
Eastern Europe and elsewhere in Latin America, the Argentine
military regime collapsed as the debt crisis began. The regime was
not brought down by the debt crisis. Indeed, the international
financial crisis was triggered as much by events of 2 April 1982 as
by the August announcement by the Mexican government that it
was unable to service its international obligations. Declarations of
solidarity with Argentina across Latin America made bankers
rethink assumptions about the dependability of neo-authoritarian
regimes. Could the generals be trusted to do the right thing when it
came to honouring external obligations? Nevertheless, interna-
tional re-engagement during the 1980s and 1990s was strengthened
by greater proximation of economics and politics.
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The open-economy/closed-polity model of the proceso was
replaced by a switch to liberal economics and ‘liberal’ politics –
there was a restructuring of economics as well as politics. There
were substantial differences between the democratic governments
of the 1980s and 1990s, but all espoused economic internation-
alism and, in the case of the administrations of President Carlos
Saúl Menem (1989–95; 1995–99), delivered more in terms of the
hegemonic neo-liberal paradigm. For Alfonsín and Menem, inter-
nationalism, growth and civilian government were interconnected.
For Menem, in particular, neo-liberalism was the route to stability
and ‘recapturing’ the country’s past as a major player in the world
economy. Investment and trade, underpinned by alignment with
the USA, would enhance the international status of the country.
The future would not be what it used to be. Global re-insertion and
growth would enable the country to recapture its past and re-
establish its place in the world community.

As suggested, the principal mechanisms of international
economic ‘reconnection’ were part ideological – a gradual espousal
of what came to be known as the Washington neo-liberal
consensus – and part substantive, reflected in capital inflows and
erratic trade growth. Initially flagged by rising indebtedness in the
1970s, during the 1990s direct foreign investment (and returning
flight capital) associated with the privatisation effected and consol-
idated the reopening of the economy. Overseas trade grew and
diversified. Criticisms in the late 1990s that the economy remained
partly ‘closed’, as illustrated by the relatively small contributions
of imports and exports to GDP, neglect the ‘continental’ diversity
of the Argentine economy and the fact that self-
sufficiency in energy and a broad mix of commodities mean that a
large spectrum of items that feature prominently in the overseas
trade of many economies are absent in the Argentine case.
Moreover, with the failure of the charm offensive to persuade the
Paris Club (a creditor cartel composed of developed country
governments) to ‘forgive’ debts accumulated by regimes of the
proceso, there was little alternative to encouraging trade growth
and creating an environment favourable to foreign investors.
There would be no debtor cartel. Intransigence by the US and
European governments shaped the response of the IMF, which
supported the demands of international banks that the debt had to
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be respected – and resolved on a country-by-country basis. Failure
to ease the burden of debt framed domestic adjustment strategies
thereafter, contributing directly to the collapse of stability in the
late 1980s and again in 2001. European governments such as those
in Rome and Madrid offered aid packages that were designed to
assist democratic reconstruction – they would be terminated in the
event of a military golpe – but the message was clear. Economic
regeneration would depend on private capital flows which, in turn,
implied debt recognition and renegotiation, not write-off.

‘Realism’ was taken to a new level during the Menem decade.
Following currency stability in 1991, foreign investment increased
– as did the foreign debt. Internationalism assumed a distinctly
pro-USA stance, reflected in the position taken in international
forums and conflicts. Two Argentine destroyers were dispatched to
assist the Allies during the Gulf War and military assistance was
offered during the US-led campaign against international terrorism
in Afghanistan. The international aspirations of the regime were
signalled around 1996 when Menem floated the idea of joining the
North Atlantic Treaty Organisation (NATO) – Argentina subse-
quently obtained virtually ‘associate’ membership – and
announced, only half in jest, that the country met criteria for entry
to the Euro currency club. Regional economic relations intensified
with renewed commitment to the MERCOSUR/L, which was
gradually transformed from a free trade zone into something
approaching a common market. A global dimension was given to
this process in 1999 when the European Union and the
MERCOSUR/L expressed the intent of moving towards an ‘inter-
regional association’. (Diplomatic relations with Britain had been
re-established in 1990.) The institutionalisation of contacts
between the two blocs reflected the importance of European
investment in South America. It also signalled an acknowl-
edgement by Buenos Aires and Brasília of the scale of commercial
and financial relations with Western Europe in the face of support
by Washington for the Initiative of the Americas, a scheme
(regarded with some suspicion in South America) to establish a
free trade zone stretching from Alaska to Tierra del Fuego.

During the 1990s, exports more than doubled and imports
more than tripled in real terms. In the first half of the decade,
improving commodity prices assisted the growth in export
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earnings. By the second half of the decade, increased competi-
tiveness facilitated volume growth that offset softening prices.
Remarkable volume and value growth was registered in sub-
sectors such as ‘industrial exports of rural origin’ (vegetable oils,
processed foods), transport equipment, and energy products (prin-
cipally oil and natural gas). Although the balance of trade was
positive at the beginning and the very end of the decade, for many
years the value of imports exceeded exports. The deficit was
covered by capital inflows. Between 1993 and 1997 the real value
of direct foreign investment tripled, growing year on year.
Thereafter, inflows declined but had recovered by 2000, only to
fall away thereafter as recession deepened and the domestic
political crisis intensified in the latter part of 2001. During the
period, the weight of new European investment grew. The USA
had accounted for approximately one-third of total direct foreign
investment in the middle of the decade: by the end, European
Union countries were providing half the total with Spain alone
supplying more than one-third in 2000. Yet, at the beginning of the
new century, portfolio debt was displacing direct investment as the
principal vehicle of new capital inflows. Between 2000 and 2002,
the public debt was projected to increase by about one-quarter.
The international credit rating of the country began to slip and,
inevitably, the supply of new credit dried up. In 2001 Argentina
accounted for around one-sixth of all emerging market sovereign
debt and, consequently, was responsible for the largest default in
history. In real and absolute terms, the 2001/2 default was larger
than that of the early 1980s and, probably greater even than the
spectacular crash of 1889/90.
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Echoing liberal internationalist ideas of free trade and an active
engagement with the world community that were first given

concrete expression during the 1820s, around the mid-nineteenth
century important sections of the pampean elite accepted the
prevailing orthodoxy of liberal political economy. Arguing in
favour of a liberal stance in external relations, they envisaged for
the country a bright future. International insertion and national
integration were inter-connected and inter-causal. Conforming
domestic institutions to international norms would strengthen
those institutions and foster a pro-active involvement in the modern
community of nations and the world economy. The movements of
the demographic and economic frontiers westwards across the
pampas appeared to confirm the validity of a project that envisaged
the country as a second USA or, possibly, as ‘Europe overseas’.
Mass emigration from Italy and Spain, as well as flows of people
from north-west and central Europe, lent credence to this view well
before the end of the nineteenth century. Immigrants viewed
Argentina as a land of opportunity. ‘To make America’ (hacer la
América), or in colloquial English usage, ‘To make it in America’,
was a term coined in the nineteenth century but it had equal validity
in the mid-twentieth, particularly for emigrants leaving Italy in the
late 1940s and Spain in the 1950s. Dynamic integration into the
world system occurred broadly at the moment when the interna-
tional economy began to expand exponentially. World trade grew
faster than production during the last third of the nineteenth
century and Argentine overseas trade increased at an even faster
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rate than the global. Commercial expansion, immigration and
foreign capital flows signified an increasingly close and dynamic
relationship with the international community and contribution to
it. Prosperity and confidence were reflected in the diplomatic stance
of the country: a willingness to indicate to the USA that claims to
leadership in South America would not go unchallenged; efforts to
capitalise on European and US commercial and financial rivalries;
and the conception of a strategy of ‘active neutrality’ during the
First World War. 

The liberal, internationalist project, however, was not unchal-
lenged, nor were the benefits evenly distributed. As the interna-
tional economy became more volatile and the domestic political
climate less optimistic, the nineteenth-century internationalist
project was disparaged as a sectionalist scheme. Ill-judged and ill-
timed efforts to extend economic internationalism, in a largely
unrefined form, in the inter-war decades were rooted in an inca-
pacity to forge a new domestic political consensus and a
sustainable reformist political economy. By the 1930s, economic
internationalism was increasingly viewed as particularist – the
device of a conservative rural oligarchy – and anti-national. It is
one of the paradoxes of twentieth-century history that Argentina,
overwhelmingly a society forged by immigration, assumed a policy
position that became increasingly inward looking in the post-
Second World War decades. Rivalry with the USA and resentment
at British commercial and financial influence in the republic
explains a philosophical ‘detachment’ and strategic disengagement
from the international community from the 1940s. 

Argentine ‘economic isolationism’ during the immediate post-
Second World War decades was unfortunate in that it was virtually
coterminous with the long post-war boom. The Cold War did not
spiral into a hot third world war and a high price was paid for a
failure to establish a constructive relationship with the USA, even
admitting that Washington was often ill-informed and insensitive
in its dealings with Argentina. There was no space for a ‘Third
Position’, certainly not in the Americas. Arguably, the behaviour of
the Soviet Union to its European satellite was more benevolent (or
at least more consistent) than US policy towards Latin America
during the first two decades of the Cold War. The USSR defended
the position of ruling satellite Communist Parties (often in the face
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of considerable domestic opposition) and provided a clear blue-
print for the management of strategic and diplomatic relations.
This gave Eastern European regimes security and, in areas not
demarcated by the Kremlin, considerable freedom of manouevre.
By contrast, the rules and language of the game in inter-American
relations were far from precise and the USA a distinctly partial – or
sometimes indecisive – umpire. Satellite regimes were not guar-
anteed. At best they were provided with a certificate of good
conduct, the shelf-life of which was rather vaguely defined.
Moreover, by the 1950s it was already clear that the USA perceived
Brazil to be a more amenable and more reliable South American
partner. In these circumstances, it was almost inevitable that anti-
British sentiments in the 1930s and suspicion of the USA in the
1940s should encourage an attitudinal shift in several quarters.

By the 1960s, various currents of popular and intellectual
opinion had come to regard the country as located in the West, but
not of it. In the lexicon of imperialism, Argentina was victim. For
radical activists and nationalist policy-makers, struggle and
detachment from US capitalism were necessary for the construction
of a new institutional order. Adhesion to the Non-Aligned
Movement symbolised the reality of Third World status rather than
a pragmatic option or romantic idealism, even as efforts were being
made after the late 1960s by successive military regimes to
reconnect with Western commercial and financial centres.
Argentina was unfortunate in the timing of this reconnection. As
the long post-war boom drew to a close with the devaluation of the
US dollar and the first oil shock, the international economy became
increasingly volatile, though underlying structural change was
initially masked by the debt-led boom of the 1970s. The shock
opening of the economy in 1976, at a time of global systemic
change, simply increased Argentine vulnerability and provoked
further debate about the world order. Economic emigration in the
late 1980s and again at the beginning of the new century contrasted
with perceptions that had prevailed a century or so before.

In the 1880s, Italians and Spaniards had looked to Argentina as
a land of opportunity. A hundred years later, many Argentines were
anxious to claim citizenship of the European Union. In one respect,
however, attitudes had shifted. By the 1990s, isolationism was no
longer viewed as an option and aspirations were firmly focused on
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reconnecting with the modern, Western capitalist order – either by
effecting internal structural change or by emigration. Reconnecting
with the global system was predicated on greater domestic trans-
parency – in politics as well as economics. Globalisation defies easy
definition but the rules of the game are fairly clear. The logic of
international reinsertion implies a fairly prompt embedding of
those rules. The failure to do so during the easy growth phase of the
early 1990s cost Argentines dear. In the immediate post-Soviet era,
the hegemonic neo-liberal model was prescriptive and flexible.
After the Asian currency crisis of 1997 – and the Russian and
Brazilian crises, the markets were less tolerant and the rules of the
game more rigorously applied. Debt-led growth translated into
debt-led depression and the IMF closed the account.
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Why did the early promise of rapid economic growth in the
late nineteenth century not translate into sustained devel-

opment? Historians have grappled with this question to little avail.
In the process Argentine economic and social history has become
riven by dispute which tends to demonise rather than to inform.
Too often the search for explanations has resulted in scapegoating
– of individuals, groups, regimes and periods – and polemicised
assertion instead of analysis. Partisan ideologues have sought to
attribute blame rather than illuminate process and to vindicate
favoured projects by reference to an idealised past wilfully
destroyed or misguidedly jeopardised by political opponents. The
literature is littered with ‘golden eras’, missed opportunities,
watersheds and firmly espoused opinions that defy consensus.
From a contested historiography emerges a picture of Argentine
economy and society involved in sequences of distributional
conflicts – clashes over access to resources and to the fruits of
development. Economics and politics bore many of the character-
istics of a zero sum game rather than Pareto optimality: gains by
one group signalled losses for another. While conflicts were muted
by growth, they became more intense during periods of sluggish
economic performance. Indeed, failure to resolve distributional
conflict during phases of expansion probably explain poor
economic performance. Instead of a virtuous circle of growth and
development, of production, accumulation, investment and
consumption, there were shortening cycles of rapid expansion
followed by stagnation and crisis.
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For much of the last quarter of the nineteenth century
(1875–96) aggregate output grew at an annual average of 3.7 per
cent. During the subsequent growth cycle to around 1912, the
annual average rate of growth was about one-third lower at 2.3 per
cent. The First World War had a particularly negative impact on
economic performance between 1912 and 1928: the annual
average rate was -0.1 per cent, notwithstanding a sharp upswing
during the middle of the period. Over the subsequent twenty years,
the economy grew at the same rate as during the pre-1912 cycle.
From 1948 to 1961, the economy hardly grew: the annual rate was
0.3 per cent. From 1961 to 1976, the annual average rate of growth
was again 2.3 per cent. Between 1976 and 1990 there was again
negative growth, at 0.1 per cent. During the early 1990s (1991–98)
the economy grew rapidly at an annual average rate of 5.7 per cent.
Thereafter, the rate of growth plummeted, once again becoming
negative -2.9 per cent per annum. There was another telling
tendency during the latter part of the twentieth century: in real
terms, peaks became lower. For example, measured in constant US
dollars of 2001, the 1988 GDP peak was significantly below that of
1983; the 1998 peak below that of 1988. (That is, notwithstanding
substantial growth during the 1990s, in absolute terms, the
economy was smaller in 1998 than it had been a decade earlier.)

Taken together, this data confirms the cyclical nature of
economic performance and, in the long run, secular decline. There
were alternate periods of expansion and stagnation (or decline).
Over time, particularly after the 1950s, growth rates also tended to
become more volatile: phases of negative growth became deeper and
longer; periods of expansion shorter. (Clearly, the exception to this
generalisation was the late nineteenth- and early twentieth-century
period when growth rates were also volatile – but high and positive.)
Indeed, from the late nineteenth century, after each major downturn,
there was a tendency for the pace of recovery to get slower.
Following the first Baring Crisis of 1889, measured in terms of GDP
per capita, the economy started to recover in 1892. The pre-First
World War downturn, which started in 1913, ended in 1916. During
the inter-war decades, GDP per capita peaked in 1928 and declined
dramatically in 1929/30. However, the low point was reached in
1932, after which recovery began. Similarly, the post-Second World
War downturn which began in 1947 ended in 1952. Subsequently,
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growth rates became particularly volatile from the late 1950s to the
late 1970s. After the peak of the late 1970s and early 1980s, activity
slipped. There was a false recovery around 1982–84, but the GDP
per capita growth trend remained fairly static until a sustained
recovery set in after 1989/90. Moreover, as indicated above, in spite
of phases of recovery, in aggregate terms the economy was still
smaller at the end of the 1990s boom than it had been in the early
1980s. Unsurprisingly, annual indices registered a similar trend.
There was only one year of negative growth between 1900 and
1913. In the turbulent period from 1914 to 1946 inclusive, the
economy failed to grow on only eight occasions. In the 1950s and
1960s, there were two years of negative growth in each decade: in
the 1970s three and in the 1980s five, including 1988 when the level
of economic activity contracted by about one-quarter. These were
also decades of ratcheting inflation, culminating in bouts of hyperin-
flation between 1988 and 1990.

Growth data poses a critical conundrum. That is not why the
Argentine economy failed to sustain historic rates of growth
throughout the twentieth century, but why it proved unable to
maintain levels of growth approaching the international norm for
‘settler countries’ like Australia and Canada, Latin American
comparators such as Brazil and Mexico, or Spain and Portugal,
countries of the ‘European periphery’. Given extraordinary rates
of economic growth around the turn of the century, some slippage
was inevitable. Yet Canada, which grew particularly rapidly imme-
diately before the First World War, was able to maintain median
rates of growth thereafter. Argentina was not. Initially, this failure
was reflected in divergence from economies like Australia, Canada
and the USA. Subsequently, Argentina was overtaken by neigh-
bouring Latin American economies.

In 1870, Argentine GDP per capita was more than four times
greater than the Brazilian and not so distant from that of the US
(about three-quarters) and the UK (almost two-thirds). By the mid
1880s, Argentine GDP per capita had almost caught up with that
of the USA. On the eve of the First World War, although losing
ground against the USA (Argentine GDP was around three-fifths
of the US), Argentina was closing the gap with the UK (about
three-quarters) and had pulled further ahead of Brazil. By 1950,
Argentine GDP per capita was approximately one-half of that of
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the USA and about five-sevenths of the UK, though still three times
the Brazilian. Yet, by 1980, Argentine GDP was less than fifty per
cent greater than the Brazilian and less than forty per cent of the
US, though still around sixty-four per cent of the UK, hardly a
positive reference point in the post-Second World War period. By
the end of the twentieth century, Argentine GDP per capita was a
shade over one-third of that of the USA, less than half of the UK
level and well under fifty per cent greater than the Brazilian.
Australian GDP per capita was fifty per cent greater than the
Argentine in 1950, over seventy-five per cent larger in 1980, and
more than one hundred per cent bigger at the end of the century:
the respective figures for Canada are approximately fifty per cent,
one hundred per cent, and one hundred and ten per cent.

Until approximately the mid-twentieth century, the Argentine
growth performance compared relatively favourably with that of
other groups of countries. For example, from the late nineteenth
century until the 1940s, the ratio of Argentine GDP per capita to
that of the rest of the world was consistently favourable. The
Argentine figure was rarely below the world average, often
standing between twenty and forty points above the global. After
the late 1940s, there was a steep, near continuous decline. Around
1946, Argentine GDP per capita was almost 140 per cent the
world average: in 1989 less than forty per cent of the average.
From the 1880s to the 1930s, the Argentine figure was usually
equal to around eighty per cent the average GDP per capita of
other areas of recent settlement – often significantly about eighty
per cent – and well over sixty per cent the average for the USA.

Again, from the 1940s, there was a steady, if less precipitous,
slippage. By the mid 1990s, average Argentine GDP per capita was
around forty-five per cent the level of other areas of recent
settlement and barely above thirty per cent of the US figure. This was
not so much because other economies had simply grown at a faster
rate (and caught up with and overtaken the republic) but because
Argentina had experienced several periods when GDP per capita
had contracted. From the 1880s to the First World War, average
Argentine growth rates were more than double those for the world
economy as a whole. For the second half of the twentieth century,
Argentine rates were hardly three-quarters of the global average. 

How is this growth and divergence to be explained? As stated,
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Argentine economy and society was transformed by closer
commercial and financial relations with world markets in the last
quarter of the nineteenth century. This transformation was
physical, demographic and structural. Mass immigration and
investment had a dramatic impact on the physiognomy of the
pampas and society. Around the 1850s, the frontier of settlement
extended little more than a few days ride south-west of the city of
Buenos Aires. Townships and farms in large sections of the
provinces of Buenos Aires, Córdoba and Santa Fé lay open to
attack by bands of nomadic indians and gauchos. Security in the
countryside was noticeable by its absence rather than presence. The
pampas remained a desert. There were few roads, even fewer miles
of railways, and estancia boundaries largely unmarked, though in
more settled parts of the north and east of the province of Buenos
Aires, barbed-wire was already in evidence and population density
on the increase. By 1900, there was a national trunk railway system
radiating across the pampas to northern Patagonia, to the frontier
with Chile and to far-flung northern provinces – and crack interna-
tional express rail services would soon connect Buenos Aires with
Santiago de Chile and Asunción, Paraguay. Journeys that had previ-
ously taken days or months now took hours or days.

By the 1920s, what had once been ‘desert’ had witnessed
sequences of frontier displacements – semi-wild, ‘un-improved’
creole cattle and horses that had roamed virgin pampas, hunted for
hides and tallow, had been displaced by new breeds of sheep,
raised first for wool and later meat. In the central pampas, sheep
were in turn displaced – and driven south – by sharecroppers and
tenant farmers growing cereals. Farmers were displaced by
modernised estancias raising pedigree cattle for frozen, and later
high-grade, chilled meat. In northern Buenos Aires, parts of the
provinces of Córdoba, Santa Fé, and Entre Ríos, estates were sub-
divided and sold to European colonists. During the inter-war
period, on the fringe of the pampas in northern Mesopotamia, the
Chaco and northern Patagonia, ‘new’ products such as table fruit
and ‘industrial commodities’ like raw cotton, oil seeds, quebracho
and tobacco were being raised while continuing commodity diver-
sification occurred in the central pampas.

Changing patterns of land-use reflected adjustments to interna-
tional and domestic market opportunities and price movements. In
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some areas, they also involved the emergence of more equitable
patterns of land ownership and increasing densities of settlement.
Society became more urbanised. According to national census
data, in 1869 thirty-three per cent of the population lived in towns
and cities. In 1896, the figure was forty-two per cent. By 1914,
around one-half of the total population was classified as urban. In
1946 the proportion was sixty-two per cent and by 2000 ninety
per cent. In the late 1920s, ‘industry’ already accounted for about
one-quarter of economic activity and, by the 1930s represented a
larger share of GDP than farming and ranching. The contribution
of manufacturing rose fitfully until the mid 1970s when it
accounted for around one-third of economic activity. Thereafter
the participation of manufacturing in GDP declined. However,
from the 1930s, the service sector grew even more rapidly – in
absolute and relative terms. From the 1940s to the 1980s, much of
this growth was explained by the expansion of the state sector.
While accurate long-run data does not exist, there is general
agreement that the ‘fiscal weight’ of the state increased from the
1910s to the 1990s. Until the 1930s the growth in public expen-
diture was fairly modest. Expressed as a proportion of GDP,
government expenditure grew dramatically between 1946 and
1952. Thereafter, although the rate of increase was less
pronounced, government spending continued to grow, even during
the 1970s, when the military regime was supposedly committed to
‘rolling back the slate’. By 1981, expressed as a proportion of GDP,
public spending reached 51.5 per cent and the fiscal deficit 15.6
per cent. Notwithstanding periodic efforts to halt or reverse the
trend, public expenditure grew fairly consistently until the 1990s.
Indeed, the principal causes of macroeconomic instability were the
fiscal deficit and balance of payments crises.
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The principal long-run growth trends, and their societal coun-
terparts, are not difficult to chart. The celebration of the first

century of Independence in 1910 exemplified the character of the
‘golden age’. Optimism – and affluence – were signalled by beauti-
fication projects initiated in Buenos Aires, most provincial capitals,
and in ‘new’ cities such as Rosario and Bahía Blanca. Public parks
were constructed and endowed with edifying symbols of progress –
clock towers and statues in classical or heroic pose – as central
avenues were widened and suburban roads macadamised. Trade
and production were celebrated. The pampas were no longer a
desert. Land had been brought under the plough. Everywhere,
according to official propaganda, fields of ripening corn or prime
animals standing in lush pasture could be observed. Modern
factories were beginning to dominate the skyline, and the flow of
immigrants seeking a new life continued unabated. Where once
rural strongmen, rustic estancieros and gauchos had dominated,
there was now modernity. Civilisation had vanquished barbarism
– in town and countryside alike. There was, of course, another
image. This was composed of crowded urban tenements populated
by immigrants struggling to secure a toehold in a job market
subject to sharp seasonal and cyclical change; the rural dispos-
sessed eking out a marginal existence on the frontier, increasingly
isolated from the socio-economic revolution sweeping across the
pampas; indigenous groups in near feudal conditions on sugar,
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tobacco and logging estates in the north; and foreign (mainly
Chilean) seasonal contract workers on Patagonian sheep runs
subject to the tyranny of petty officials. The contrast between the
idealised view of economic modernisation and social mobility and
the reality of life for many marginal sectors was pronounced.

Transformation dates from the last years of the Rosas tyranny.
The regime of Juan Manuel de Rosas – the Restorer of the Laws
and a bulwark against anarchy and foreign intervention to his
supporters and apologists, or the bloody Tiger of the Pampas to his
opponents – presided over a pragmatic engagement with the inter-
national economy. As governor of the province of Buenos Aires
(1829–32; 1835–52), Rosas assumed the role of guardian of the
national interest and protector of traditional Roman Catholic
values. In addition, he has been portrayed as a bucolic populist,
living abstemiously and sharing with his peones a passion for – and
prowess at – rural skills. Yet, his main legacy was to secure the
primacy of the province of Buenos Aires under the guise of a loose
federal system that concentrated overseas trade in the hands of city
merchants and denied up-river provinces direct commercial
contact with the outside world. If near continuous intervention in
Uruguay and repeated interference in the affairs of neighbouring
provinces revealed the fiction of order, Rosas maintained a cordial
relationship with British merchants (even when the Royal Navy
blockaded Buenos Aires), notwithstanding a fiscal strategy based
largely on forced loans, inflation and tariffs. Vigorous campaigns
against nomadic indians in the 1820s and 1830s, followed by the
payment of subsidies to compliant chiefs, secured the frontier and
opened up much land to exploitation in the centre and south of the
province of Buenos Aires. Massive distributions of land – seized
from enemies of the regime as well as nomads – resulted in the
consolidation of the Buenos Aires estanciero class.

The political economy of the Rosas regime underpinned the
formation of the modern landed entrepreneuriat. At this stage,
land itself was not the key economic resource. Land was virtually
free – for friends of Rosas. But, with the extension and security of
the frontier, cattle and sheep multiplied. Animals were the prime
source of capital and means of reproducing wealth. Moreover, the
near permanent state of warfare provided a ready market for
suppliers of mounts, meat and leather even when world demand
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for hides, tallow and grease faltered. Inflation financing monetised
the economy and protected the local market for domestic goods
while hardly inhibiting accumulation by holders of inflation-proof
assets and exporters paid in gold and gold-backed foreign
currency. Yet, by the 1840s, the character of production and the
physiognomy of more settled districts was beginning to change –
and the Rosistas system, based on regional hegemony and
exclusion, started to unravel. 

Rural crisis on the Celtic fringe of Europe during and after the
1840s occasioned substantial emigration to the River Plate. The
wool cycle marked the first ‘modern’ commodity boom in Argentine
history. Pedigree merino and merino-cross sheep displaced creole
animals and wool production drove cattle raised for ‘colonial’
produce such as hides and tallow from settled departments close to
the city of Buenos Aires to the frontier. By the early 1850s, sheep and
wool dominated the northern and north-eastern partidos of the
province of Buenos Aires, complementing small-holdings that had
already sprung up close to the city to provide it with a range of
vegetables and dairy products. A diverse mosaic was emerging as
land was subdivided; towns and commercial centres grew and multi-
plied and the density of rural and urban population rose. Patterns of
land ownership became more diffuse and economic activity more
intense. Less than a generation later these districts, along with the
city of Buenos Aires, would provide the electorate that fuelled
demands for open, contested politics. Other regions were not
immune to these trends. Albeit a pale replica of what was occurring
in Buenos Aires, cities like Córdoba and Rosario saw a growth in
population due to internal migration and the arrival of Europeans.
Improved breeds were also spreading to the nearby province of
Entre Ríos, then administered as the virtual fiefdom of Justo José de
Urquiza, up to that point the loyal lieutenant of Rosas.

If Rosas and Urquiza shared a similar background and
approach to domestic politics, Urquiza possessed a larger vision.
He was a modernising caudillo who promoted education, invested
in transport, applied scientific techniques to estate management,
fostered immigration, and became a wealthy merchant. Following
the Anglo-French blockade (1845–48), production picked up,
trade increased and immigration began to be numbered in several
thousands. By this stage, the politics and the economics of the
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Rosas system irked. Constant campaigning in Uruguay, preten-
sions to include Paraguay within the orbit of Buenos Aires, and
intervention in the interior was destabilising society and economy.
Production was also frustrated by continuing monetary disorder.
Inflation was now more of a hindrance than an aid to accumu-
lation. The stranglehold of Buenos Aires on customs revenues and
continued closure of the Plate/Parana river system to free trade
frustrated growth in regions like Entre Ríos. The balance of atti-
tudes, more than the balance of power, was shifting. Immediately
after the fall of Rosas in 1852, Urquiza proposed to open the
Plate/Parana system to free navigation and even hinted at the
resumption of service on the 1824 Baring Loan to the province of
Buenos Aires, in virtual default since 1827. (Regular service and
amortisation would not begin until 1857.)

The fall of Rosas did not immediately lead to order nor, indeed,
national unity. It did, however, result in a series of institutional
changes that included the formation of railway companies and
banks, and efforts, largely unsuccessful at this point, to establish
monetary order and the credit of the country. In effect, national
interests and foreign capitalists were offered two state models
between 1852 and 1862, when the province of Buenos Aires
seceded from the Confederation. Although there was much distance
between reality and image, Buenos Aires projected an aura of an
institutionalised state applying accepted modern principles of
politics and economics. The Confederation, apparently dominated
by the entrepreneurial caudillo Urquiza (but a caudillo
nonetheless), appeared to espouse the new liberal economics while
clinging to the old politics of autocratic personalism. In reality, the
difference between the two entities was fairly minimal, though
Buenos Aires was considerably wealthier than the Confederation
and won the propaganda war. Trade, foreign investment and immi-
gration flowed largely to and through the city of Buenos Aires.

When Buenos Aires re-entered the Confederation in 1862, it
was broadly on its own terms, though the price was that the
provincial treasury would be required to support railway and
colonisation projects in some of the littoral and interior provinces
such as Córdoba and Santa Fé. Where force or arms had failed, the
Confederation would be united by railways built largely with
London finance. As the pace of railway building gathered
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momentum in the 1870s, trade increased and, indirectly,
government finances and the exchange improved. By 1870, wool
had long displaced hides (the prime commodity of the 1820s) as
the most important export item. Export diversification – of
markets and commodities – ensured that the terms of trade
remained fairly buoyant, even during the 1850s. In this way the
country avoided the ‘staple trap’ associated with an over-
dependence on a single commodity and market. The response of
estancieros to changing world demand for wool and hides
confirmed structural flexibility, entrepreneurial behaviour, and a
more scientific attitude to land management. Argentine producers
were willing and able to respond to international price signals even
before the railway mania of the 1880s.

Along with Buenos Aires, the provinces of Santa Fé and Entre
Ríos derived the most benefit from deepening contacts with the
international economy. Parts of Corrientes and the inland province
of Córdoba were similarly drawn into a closer, direct commercial
relationship with the outside world with the development of
shipping in the region. Indeed, throughout this area of the littoral,
frontier expansion and the growth in overseas trade had
homogenising and welfare impacts. Immigration and the avail-
ability of cheap imports (principally cotton textiles and other wage
goods), coupled with continuing monetary expansion, pointed to
the formation of a strong regional market undergoing a slow insti-
tutional transition, often in the face of continuing political turmoil.
Although the value of estates increased, frontier movement
ensured that access to land remained fairly open. And, as labour
remained relatively scarce, shepherds working on ‘shares’ (being
paid with a proportion of the wool clip and increase in flock size)
were able to accumulate and acquire estates. By the 1860s –
though more especially in the 1870s – the farming sector recovered
as agricultural colonies were established in central Santa Fé and
southern Entre Ríos. Although subject to indian depredations until
the 1860s, by the 1870s railway construction enabled the colonies
to supply the domestic market, substituting imports of cereals and
flour from Chile and the USA and later, overseas markets. This
part of the littoral also benefited from the war against Paraguay.

Provisioning the allied army generated good business and the
conscription of gauchos and other ‘malcontents’ into the army
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served to clear the pampas of ‘undesirable elements’ – the scourge
of modernising estancieros and a source of terror to colonists. For
liberal social darwinists of the period, the War of the Triple
Alliance was an effective mechanism of societal and political trans-
formation – petty caudillos and the gauchos upon whom they
depended for their power were ‘disappeared’. Where once there
had been disorder, there would be civilisation. The region was to
be populated with European colonists, planted with townships and
criss-crossed by railway and telegraph lines. 

By the 1870s, the littoral was rapidly becoming the economic
centre of gravity of the country and the growing primacy of Buenos
Aires was ensured – underwriting a tension in economic structure
and politics that would continue thereafter. Immigration and
internal migration meant that population growth in the littoral
was greater than in the interior and that rates of urbanisation were
substantially higher. At Independence, sixty per cent of the popu-
lation was located in the interior and forty per cent in the littoral.
In 1869, the distribution was almost equal between the two
regions, with the interior accounting for a shade more than one-
half of the total population, but almost half the population of the
littoral was urban. Moreover, while rates of urbanisation had
increased in the littoral, in the interior they had fallen. And the
littoral had attracted a disproportionate share of immigrants.
Hence, the interior suffered a relative decline in population and de-
urbanisation.

The critical divergence in rates of population growth between
the two areas, coupled with these qualitative differences, again
underscored the emergence of two, distinct societies – and pointed
to distinct potentials. Widening opportunities in the international
economy generated possibilities for maximising productive and
commercial activities, but not everywhere. In those regions that
experienced direct contact with the growth dynamics of the world
economy, the opportunity costs of discretionary and informal
political and economic arrangements that had characterised the
immediate post-Independence period grew, provoking institutional
reform. This was reflected in constitutional efforts to reincor-
porate the province of Buenos Aires within the Confederation and
lock the provinces into a tighter federation. Contemporaneous
commercial and monetary reforms were also designed to establish
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property rights and institutionalise a framework under which
sustained economic growth became possible.

Gradually, national systems were superimposed upon – but did
not immediately displace – the caudillo cronyism of the pre-1850s
period. There was to be a national system of justice and a national
currency. At least in theory, the enforcement of law became less
partial and, in the commercial sphere, contracts came to be regu-
lated formally rather than through personalistic, autonomous
bodies of merchants. A new Commercial Code, enacted in the
province of Buenos Aires in 1859, became national in 1862. From
the mid 1850s, ministers of finance in the province of Buenos Aires
and in the national administration declared a commitment to – or
an aspiration to achieve – a virtuous monetary regime. The
reckless issue of currency and bonds was to be foresworn. In
practice, monetary virtue proved to be elusive, the route to
currency reform disrupted by domestic disturbances and
exogenous shocks. Nevertheless, during the 1860s growth,
changes in the system of taxation and tax administration facili-
tated an improvement in government finances. Export expansion
and better international prices permitted a shift in the burden of
taxation from duties on imports (which were socially and
regionally inequitable and raised production costs) to export taxes.
Inflows of direct foreign investment, which partly reflected greater
international confidence in the new institutional environment, also
contributed to monetary stabilisation. In 1862 strenuous efforts
were made to establish a national monetary regime based on a
bimetallic standard. Other expressions of institutional moderni-
sation followed. A national Immigration Commission was
founded in 1868 and legislation was codified and harmonised by
the 1876 Immigration Law, which also created the General
Department of Immigration as an agency of the federal
government. The first national census was held in 1869. A system
of national schools was instituted in 1870. These symbols of
economic and social progress were benchmark events in the
process of state and market formation that prefigured – and
possibly facilitated – the boom of the 1880s. 

The great transformation occurred during and beyond the
1880s. Immigration, which had picked up at mid century, grew
exponentially thereafter. Around 1850 some 4,000 immigrants
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from Europe were landing each year in Buenos Aires, a time when
total national population was estimated at a little over one million.
During the 1870s, the annual average inflow of migrants was more
than ten times the 1850 figure. Gross immigration during the
1880s totalled more than one million – an annual average of
100,000. Foreigners outnumbered Argentines in several rural
districts of the provinces of Buenos Aires and Santa Fé, and in
working-class areas of the city of Rosario and the federal capital.
Besides effecting a transformation of society and polity, mass
immigration is testimony to both economic opportunity and insti-
tutional modernisation.

Although migration flows contracted – and reversed – with the
Baring Crisis of 1889/90 (gross immigration fell from 260,000 in
1889, to 110,000 in 1890, and to 52,000 in 1891, when 30,000
more people left the country than arrived), by 1892 gross immi-
gration had recovered to 73,000 and net immigration again
became positive at approximately 30,000. Migration picked up
rapidly during the latter part of the 1890s, again averaging around
100,000 a year. Between 1900 and 1914, the annual average rate
of gross immigration was over 235,000. Population quadrupled
from around two million to eight million between the national
censuses of 1869 and 1914: net immigration accounted for almost
one-half of the total population growth, native-born children of
immigrants contributing a further one-third. The 1914 census
showed that around one-third of the total population had been
born overseas and that some seventy per cent of the Buenos Aires
working class and industrial entrepreneuriat were foreigners.
Argentina was much more a country of immigrants than the USA
where, at the peak of immigration in the 1890s, less than fifteen
per cent of the total population was registered as born abroad.

Unsurprisingly, immigration faltered during the First World
War. Despite gross immigration of over 160,000 a year between
1914 and 1918, there was again net emigration as European
belligerents sought to persuade nationals to serve on the battle-
fields of Europe – in contravention of Argentine neutrality. For the
period 1915–17, annual net emigration averaged about 27,000.
However, by 1919 net immigration was again positive.
Throughout the 1920s, annual net immigration fluctuated
between a low of 40,000 (1920) and a high of 161,000 (1923) as
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gross immigration recovered to pre-1914 levels. The principal
difference between the 1920s and the immediate pre-First World
War period was that gross emigration was significantly higher.
Lower levels of net immigration in the 1920s, particularly to the
countryside, account for investment in labour-saving farm
equipment and contemporary preoccupation of demographers
advocating pro-natalist remedies. Gross immigration remained
equally high during the 1930s.

The 1930s saw the absorption of more Spanish republican
exiles than any other country in the Americas and a substantial
number of Jewish refugees from Germany and Central Europe
were also received. Immigration peaks in the 1930s were higher
than those of the 1920s. Nevertheless, although net immigration
was always positive, even during the worst years of the inter-war
depression, gross emigration in the 1930s was again substantially
greater than in the preceding period. Yet, Argentina remained a
prime destination for European emigrants throughout the inter-
war decades, often ranking above the USA, and net immigration
continued to account for a large proportion of total population
growth – probably around thirty per cent. Net immigration
contracted massively during the Second World War, though unlike
the 1914–18 period, remained positive. Gross immigration
recovered swiftly after 1945, to approximately pre-war levels and
annual average net immigration was well above the 140,000 mark
for the 1948–51 period. Thereafter, net immigration fell away
fairly rapidly, though the country continued to attract immigrants
from neighbouring countries and overseas. 

If the migration history of Argentina was characterised by mass
immigration from Europe (notably Italy and Spain) from the 1870s
to the 1920s, with substantial inflows being maintained until the
1950s, thereafter the character and direction of flows shifted. By the
1960s, neighbouring countries – particularly the Andean republics –
were the principal source of immigrants, and there were again short
periods of emigration. During the bloody military dictatorship,
1976–82, there was net emigration – a haemorrhage of professionals
concentrated in the twenties to forties age range. Economic chaos at
the end of the 1980s and the ensuing recession and currency crisis
around the year 2001 resulted in waves of economic emigration,
particularly of the young and the skilled. Net immigration of the
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pre-1950s order suggests that material conditions in the republic
were substantially better than in the countries of emigration.
Europeans moving to Argentina enjoyed a substantial welfare gain.

Many factors explain the decline in inter-continental migratory
flows to Argentina after the 1950s, but the contraction in immi-
gration from Europe points to a narrowing of the ‘welfare gap’
between the republic and countries like Spain and Italy. Similar
constructions can be placed on the fact that, despite continuing high
levels of immigration, emigration rose in each successive sub-period
from the 1920s to the 1940s. Although the River Plate remained an
attractive destination for emigrants from the Andean republics, it no
longer provided such a pull for Europeans. In absolute and relative
terms, Argentina was slipping vis-à-vis opportunities available to
would-be emigrants in Europe itself, and competitive areas of recent
settlement like Australia. The volume and direction of migratory
flows serve as a rough proxy for the absolute economic and political
health of the country and its relative international position.

As suggested, the absolute demographic consequences were
massive. It is not without significance that the highest rates of
economic growth broadly correlate with net immigration peaks
and the phase of rapid population growth fuelled by migration.
The age and gender composition of immigration, especially during
the late nineteenth and very early twentieth century, had specific,
immediate and positive economic impacts: immigrants were over-
whelmingly male and of working age. Rates of masculinity
increased and rates of demographic dependency (age and gender
groups outside working age, or unlikely to enter the labour
market) declined. In effect, countries of emigration were ‘subsi-
dising’ the formation of the economically active population in
Argentina. In addition, and in as much as they were endowed with
greater skills and were more literate than the native-born popu-
lation, immigrants enhanced the quality as well as the quantity of
human capital available in the republic. Although an expansion in
the provision of basic education after the 1870s sustained the
process, given the high proportion of entrepreneurs and workers
born overseas, mass literate immigration gave an immediate boost
to economic productivity. In addition to being over-represented
among the industrial entrepreneuriat, the financial community and
commercial classes, European immigrants also assumed a high
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profile in a range of socio-political associations like trade unions,
sporting clubs, cultural societies and lobby groups. Mutual aid
societies and banks, initially established to meet the demands of
particular immigrant groups proliferated, and later served the
needs of the larger community. While the proportion of workers
enrolled in trades unions was very small, and many unions led a
precarious existence until at least the 1920s, the impact of these
organisations grew, in part sustained by ephemeral publications
and street action. By the 1890s, the organ of the Socialist Party, La
Vanguardia, was appearing regularly. The proliferation of immi-
grant/worker organisations and tracts and newspapers reflected
the opportunities for progressive change and challenges to it.

Downturns in the economic cycle and institutionalised political
resistance often frustrated the realisation of immigrant social aspi-
rations. After the turn of the century there were repeated attempts
to establish central trade union bodies, efforts usually frustrated by
ideological competition among anarchists and socialists. Ethnic
divisions, the differing aspirations of workers in different indus-
tries and the overwhelming preponderance of small workshops
(rather than large factories) also limited the capacity of labour to
organise. Before the First World War, only the railway workers –
and to a lesser extent those employed in urban utilities – proved
able to establish truly national representation. However, as
reformist socialist ideas gained ground – displacing an earlier
primacy of anarchism and anarcho-syndicalism – by the 1920s,
accommodation appeared possible. 

There was, of course, another side to mass immigration – and
attitudes changed over time. At mid nineteenth century, pro-
immigration sections of the elite advocated a populationist policy
(‘to govern is to populate’), welcoming immigrants as settlers.
However, by 1910, the (urban) ‘social question’ had displaced the
‘indian question’ of the 1870s as the principal source of elite
disquiet. The indian ‘menace’ had exercised modernising segments
of the elite because of the bad press that raids on pampean town-
ships and homesteads received in Europe. An upsurge of violence
in the countryside in the 1860s was seen as a potential threat to
schemes ‘to populate the pampas’. By the early twentieth century,
agitation by urban workers was regarded as an even greater chal-
lenge to stability. Mass immigration was an unmitigated disaster
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for many groups of native workers. Gauchos and others who had
led a precarious semi-nomadic existence on the fringes of the
money economy until the middle of the nineteenth century, and
who had escaped serving as cannon-fodder during the Paraguayan
war or avoided conscription during the indian campaigns, were
submerged by the flood of immigrants and the modernisation of
rural practices. The cheapest and fastest method of upgrading
virgin pampa – sowing the land with alfalfa and grass to raise
European cattle – was to subdivide estates and let on short leases to
European tenant farmers and share-croppers. The was no room for
peones in this modern universe.

As the farming frontier marched across the pampas, there were
no tenancy contracts or traditional ranching jobs for those who had
composed the peonaje of Rosas and the traditional landed propri-
etors of the early national period; that is, the estate hands, semi-
independent pastoralists, and those on the fringe of society who
had made up the rural militias and personal followings of the great
families. At precisely the moment when the gaucho was becoming a
romantic figure in Argentine literature, the settlement of the
frontier drove him into obscurity. For the free soul, as for the
gaucho malententido, there was no place – neither in the city nor
the new countryside. Even seasonal rural workers were European –
the golondrinas who followed the cereal harvest for a season or two
before returning to Europe or settling in the city. For illiterate
campesinos, the flood of foreign immigrants represented a threat
rather than a force for liberation. The response was often violent
protest. Gauchos, indios and the descendants of ex-slaves (who still
constituted a significant part of the population until the 1840s)
were subjected to oppressive vagrancy laws and came to represent
an underclass on the fringe of the export economy. These groups
were socially and politically marginalised until the 1940s. And,
with tenancies and share-contracting, social cleavages increased.

Where, irrespective of their distinct stations, the caudillo and
gaucho conjured images of a bucolic egalitarianism in which both
shared a similar lifestyle and valued the same rustic skills of horse-
manship and prowess with the knife (used for slaughtering
animals and settling scores with enemies), there emerged a highly
stratified society. In control of estates the size of small European
countries, estancieros now occupied splendid neo-Tudor and
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mock Gothic country houses that matched their city-centre
palaces, while transient tenants and share-croppers lived in mud
huts and shacks devoid of creature comforts. When farmers
moved on, and prime beef cattle arrived to graze the changed
landscape, the new hands would be peones of European descent
rather than the gauchos of old. 

In addition to marginalising gauchos and campesinos, at times of
economic contraction mass immigration undermined the wages and
conditions of all. However, substantial levels of emigration through
the 1880s–1920s period, even during years of very high net immi-
gration, appear to demonstrate a degree of equilibrium in the labour
market, even in the short term. Life was hard for immigrants. But
there were alternatives. Moreover, a real decline in trans-Atlantic
shipping fares, and improvements in safety during the last twenty
years or so of the nineteenth century, facilitated intercontinental
migration. Not all tenant farmers or golondrinas made a fortune, yet
the flow of seasonal workers and settlers demonstrates that the
opportunities were real enough. Some structural consequences were,
however, less positive and attitudes to migrants certainly became less
favourable. The sheer size of the turn-of-the-century boom in immi-
gration, coupled with the decline in net immigration during the
inter-war periods, drove up rates of demographic dependency there-
after as the cohort of immigrants aged and rates of natural popu-
lation increase declined. Initially in mass numbers, the mainly young
male immigration raised productivity. However, not all immigrants
were unattached males, nor were all seasonal workers. Later there
was pressure on savings rates as successive natality increased the
burden of the proportion of the population below working age and,
subsequently, a rising cohort of the elderly pushed up old-age
dependency. Although this was a slow-maturing structural problem,
other economic and social ills were more immediately visible and
rapidly attributed to immigrants.

By the 1910s, the ‘social question’ had arrived. As perceived by
the elite, the problem was multi-dimensional. ‘Social diseases’ –
prostitution, rising petty crime and the proliferation of slums –
were blamed on immigration (and the preponderance of young
males) rather than rapid urbanisation per se. Around the turn of
the century, with perhaps one-quarter of the population living in
insalubrious tenements (conventillos), cities such as Rosario and
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Buenos Aires became a breeding ground for diseases like typhus,
tuberculosis and syphilis. Wages and employment were volatile in
the 1900s, triggering industrial unrest and rent strikes by tenant
farmers. Tensions mounted as anarchists and syndicalists called for
general strikes in protest against el regimen and a deterioration in
worker wages and living conditions. In the larger cities, the imme-
diate response of government was police attacks on groups of
strikers. ‘Patriotic clubs’ recruited strike-breakers and destroyed
trade union premises and offices of the radical press. Violence –
assassination and bombing in response to the shooting of workers,
and the number of days lost due to strikes and go-slows rose
between 1907 and 1910. However, while protest was more vocif-
erous in the littoral, wages were lower and contractual conditions
much more repressive on northern sugar and cotton plantations
and sheep runs in Patagonia.

Initial solutions to the problem involved increasing the coercive
power of the state. Declaration of a state of siege was an immediate
response to strikes and street agitation. Institutional changes
included the Residency Law of 1902 and the Social Defence Law of
1910. The former provided for the expulsion of foreigners
considered to be a threat to national security or public order, and
the latter was specifically aimed at anarchists who were held
responsible for various disturbances and acts of terrorism during
events held to celebrate the first century of Independence. As in the
USA at much the same time, there was growing concern about
rising urban tensions attributed to ‘alien ideologies’, notably revo-
lutionary socialism and anarchism, disseminated by ‘physical and
moral degenerates’. Later responses were more modulated and co-
optive. A national labour department was established to compile
data on strikes and to investigate wages and the working and living
conditions of the poor. Substantial sums were invested in public
hygiene and efforts made to regulate housing conditions. In 1904 a
National Labour Law was proposed. This was intended to set
limits to the working week and regulate child labour. Although
unsuccessful, the project indicated the direction of official
thinking. Later still, select groups such as railway workers would
be offered contributory social insurance schemes. Maternity
benefits would be provided and legislation introduced to protect
women in the work place. There would even be discussion of the
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advantages of paying a ‘family wage’. Coupled with expenditure
on education, state social interventions in areas such as housing,
health and pensions were designed to instil discipline, to promote
national population growth (as a counter to immigration), and to
foster patriotic, hispanic values. Similar considerations had influ-
enced the introduction of conscription in 1889: the army would
educate and build a nation of citizens from the sons of immigrants.
And there was a political response – electoral reform in 1912. A
common theme linked these measures, namely, the need to pre-
empt ‘agitation’. Social measures implemented – or debated – at
this time would pre-figure the welfare state project of the 1940s. 

Agitation was not the only problem identified by those ques-
tioning the benefits of mass immigration. In addition to social
concerns, the creation of the Labour Department was a response to
assumptions that market mechanisms alone might be insufficient
to meet future labour requirements – the open-door, mass immi-
gration policy was too blunt a device. Sluggish responses in inter-
continental migratory flows to heightened volatility in world trade
and finance in the immediate pre-First World War period was seen
to cause short-term gluts and scarcities in the labour market while
the changing structure of production required new worker skills
that might not be met by mass migration. Intervention was
required to address the skills demand and smooth the impact of
sudden exogenous shocks in the domestic labour market. Elite and
technocratic attitudes to agitation were shifting. The image of the
heroic immigrant homesteader, popularised a generation or so
earlier by gobernar es poblar visionaries, was displaced by that of
the disciplined docile urban worker. While colonisation companies
continued to extol opportunities for land ownership and social
advancement in the national territories of Río Negro or the Chaco,
the closing of the frontier and burgeoning urban industry pointed
to a different type of society and labour market by the1920s. There
was still a place for seasonal rural workers, but productive effi-
ciency in town and countryside dictated change. Stability and skills
were the new watchwords.

Ideological and attitudinal shifts were also reflected in nationalist
and proto-developmentalist criticisms of immigrant consumption
and savings habits. Mass immigration was depicted as having an
adverse impact on the balance of payments. Immigrants demand
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imports from their home countries, depressing the market for
‘national’ industry. They also remitted a large proportion of
earnings, thereby constraining the availability of domestic credit.
Immigrants had become import-consuming and savings-remitting
machines rather than productive settlers. For conservative political
economists, the corrective was a Labour Code, coupled with a
system of social security for the deserving, that would promote
national population growth, stabilise the labour market, encourage
social responsibility, thrift and national consumption.

Yet ‘populating the desert’ would have been impossible without
mass immigration. Without immigrants, there would have been no
dramatic movement of the frontier and huge increase in the area of
land under cultivation. In short, there would have been no export
boom. Hard national data on the area under cultivation are frag-
mentary and sometimes contradictory for the period before the
1880s. However, exports and livestock census provide a proxy for
frontier movement before the Conquest of the Desert, 1875–79,
that culminated in the indian campaigns of 1878–79 (the salidas de
Roca). For example, the sheep population almost tripled between
1830 and 1850, rising from 2.5 million head to 7.0 million. By
1870, the figure was 41 million and in 1895 the national flock was
75 million head. The sheep population peaked in the 1890s,
declining fairly rapidly after c.1900. Wool exports, which did not
reach 2,000 tonnes in 1830, stood at around 100,000 tonnes by
the end of the century.

During the last quarter of the nineteenth century, there was an
even more impressive expansion in cereal cultivation and export.
Some 600,000 hectares were under wheat in the early 1870s: in
1900 3.3 million hectares were under wheat. During the period
wheat exports rose dramatically as the country moved from being
a net importer of wheat and flour in the early 1870s to one of the
major global producers. By the mid 1870s approximately 5,000
metric tonnes of wheat were exported: in 1900 some 2 million
tonnes. Part of this commodity expansion is explained by substi-
tution. During the middle third of the nineteenth century,
improved breeds of high wool yielding sheep displaced creole
cattle raised for hides and tallow. Towards the end of the nine-
teenth century, sheep were being driven from the central pampas
first by cereal production and, subsequently, sheep runs and tenant
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farms were displaced by modern estancias raising prime beef
cattle. Nevertheless, the exponential expansion in wool and wheat
exports during the last quarter of the nineteenth century indicates
the scale and pace of growth of commercial agriculture. 

There is more reliable data on frontier expansion from the 1890s
onwards. Around 1900 the area under commercial cultivation was
over 5.3 million hectares. By 1905 this figure had doubled and
doubled again by 1915. Few economies can boast an exponential
increase in the area under cultivation of this order in such a short
space of time. This huge – and rapid – growth produced an
explosion of wealth that underwrote the optimism of the
Centenario, the celebration of the first century of Independence in
1910. During the 1920s the rate of expansion was more modest, but
nevertheless impressive, rising from 21 million hectares in 1920 to
peak at around 33 million in the 1928/29 season. In the early 1930s,
there was a contraction in land under cultivation. Since then the
cultivated area has tended to fluctuate between 25 and 27 million
hectares, rarely falling below 23 million or rising above 28 million –
reflecting fluctuations in world commodity prices and responses by
farmers and cattlemen to changes in the policy framework.

Frontier movement was accompanied by profound shifts in the
pattern of land ownership and use. While inheritance laws – all
heirs shared equally in the distributions of assets – encouraged
land subdivision, the early phases of new commodity production
were the principal mechanism ‘democratising’ access to land. The
‘wool cycle’ was associated with land subdivision and increased
settlement density, especially in northern districts (partidos) of the
province of Buenos Aires before the 1860s. This was partly due to
the availability of new land on the frontier, following the indian
campaigns of Rosas in the 1830s. Drought and rising prices of
wool resulted in the restocking of established areas with sheep as
creole cattle were ‘expelled’ to the frontier. The greater sheep
carrying capacity of the land, coupled with the scarcity of skilled
labour, ensured that Basque, Scots and Irish shepherds working in
shares were able to accumulate and acquire land. Later, after the
1860s, agricultural colonisation and cereal cultivation in Santa Fé
and Entre Ríos had a not dissimilar impact as pastoralists subdi-
vided estancias and realised a substantial premium by promoting
immigration or selling to colonisation companies.
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From around 60 agricultural colonies in the mid 1870s in Sante
Fé, this number had grown to 400 by 1900. In the 1890s there were
150 colonies in the province of Buenos Aires, 117 in Entre Ríos and
70 in the province of Córdoba. In Santa Fé and Entre Ríos, groups
of colonies were established by Italians, Germans and Swiss. The
Jewish Colonisation Association, founded by Baron Hirsch, was
also active in these provinces. There were small clusters of agricul-
tural colonies elsewhere. These included the Welsh community in
the Chubut valley, Syro-Lebanese settlements in Santiago del
Estero, and Polish colonies in northern Mesopotamia. Between the
1900s and the 1940s, official colonisation was promoted in the
national territories, often through the agency of land companies
awarded substantial land grants. Over time, the regional focus of
attention of these projects shifted from fruit-growing areas of the
Río Negro, in northern Patagonia, to tobacco and cotton producing
areas of the Chaco and to citrus fruit cultivation in the north-east. 

Nevertheless, while the wool and early wheat cycles of the
middle third of the twentieth century fostered a slow ‘democrati-
sation’ of land ownership, the opening up of the southern pampas
during the 1880s provoked a reconcentration of ownership.
Following the Roca campaigns of 1878–79, huge estates were
carved out of newly conquered territories. By the 1880s, railway
construction was already valorising land in the central pampas as
estates were brought into direct contact with national and interna-
tional markets. Well-connected politicians and their associates
acquired title to vast areas by buying up land certificates issued to
finance the wars and presented in part payment to officers and
soldiers who had participated in the indian campaigns. In the
1880s, land speculation and rising commodity prices conspired to
check the modest growth in homesteading observed during the
immediately preceding period. Potential small farmers were
squeezed out of the market or came to rely on official colonisation
in relatively marginal areas – the national territories – to obtain
land. Despite a continuing pro-colonisation stance in official
rhetoric, market and non-market forces conspired to limit access
to land. Mass immigration reduced the scarcity value of skilled
rural workers just as the politics of regime consolidation and
export opportunities raised both the political and economic value
of land.
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Land grants and railway investment were tools deployed by the
Roca regime to cement the regime and the state. Henceforth, for the
majority of would-be rural penny capitalists, access to land as a
means of accumulation was limited to tenancy and sharecropping.
And landed families resorted to limited liability and the formation of
management companies to circumvent inheritance laws. Proponents
of the system claimed that, given the inherent fertility of the pampas
that allowed the profitable cultivation of virtually any temperate
commodity, large-scale ownership combined with short-term leasing
made for flexibility. The logic of this argument was hardly challenged
until the 1920s, perhaps because the arrangement appeared to work:
the area under cultivation increased and the production–export
profile diversified. From the 1840s to the 1920s there were three
major changes in the structure of commodity production, apparently
confirming productive efficiency and flexibility. Social overhead
capital investment clearly influenced domestic responses to external
market opportunity but, over time, the agricultural sector demon-
strated a remarkable capacity to produce a broadening spectrum of
commodities that yielded higher rates of return while requiring a
socio-economic framework that became more complex.

Institutional and organisational refinements associated with wool
production and the wheat colonies have been alluded to above.
Profitable cereal production required major investment in infrastruc-
tural modernisation. If farms were to be brought within the
commercial frontier, a relatively dense railway network was
necessary, coupled with ports capable of handling huge volumes of
cargo. The international cereal market was highly competitive in the
pre-1920s period – even the comparative advantage of natural
fertility was insufficient alone to guarantee access to the world
market. Efficient handling and transport were required. The first rail
project was launched in 1854 but in 1870 there were only 732 kilo-
metres of track. The network expanded most rapidly in the late nine-
teenth century and the immediate pre-First World War period. Some
2,500 kilometres in 1880  became 9,400 in 1890 and 16,500 in 1900
and 33,700 in 1915. By 1935 the national network was 40,000 kilo-
metres. Thereafter the pace of building slackened, and was only
partly offset by road building. The national railway network reached
it greatest extent in 1953 – some 43,952 kilometres. There were
substantial closures in the 1960s and a huge contraction of the
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system in the 1990s when virtually all long-distance lines were
closed. Until nationalisation in 1947, the greater part of the network
was foreign-owned, with British companies predominating.

Various interpretations can be placed upon the foreign
financing of railway construction – even state lines were built with
foreign loans. In 1914, about one-half of all British investment in
Latin America was located in Argentina, and of that proportion,
approximately one-half was in railways. Foreign investment on
this scale obviously testified to overseas assessments of the
potential of the country. However, even more than this, it signalled
the openness of the economy and the extent to which economic
policy – particularly monetary policy – corresponded with
accepted international norms. Although monetary disorder had
characterised the half century following Independence, and efforts
to establish a stable financial and banking system thereafter had
repeatedly come unstuck – spectacularly in the case of the Baring
Crisis, by 1899 sustained export growth and inflows of foreign
capital permitted a return to the Gold Standard. From 1899 until
the early 1940s, even when the Gold Standard was suspended
during the First World War, and finally abandoned in 1930 (after a
short-lived reintroduction in 1927), there was relative monetary
stability. This enhanced confidence and, in turn, facilitated
productive investment – not least in railways and ports – that
enabled the potential of the pampas to be realised. Hence, a virtual
circle was constructed: investment in railways facilitated the incor-
poration of new land within the commercial frontier; commodity
diversification maximised export earnings; export income serviced
old investment and financed further accumulation.

The scale, and near continuous pace, of frontier expansion can
explain the causes of the first Baring Crisis and recovery from it.
The 1889/90 shock was a crisis of development and of corruption.
(There were, too, overtones of a fiscal crisis – a crisis of state
capacity.) It was a crisis of development in the sense that during the
1880s (following a return to currency stability with the adoption
of the Gold Standard and opening up of the southern pampas)
there was sustained investment in productive activities – namely
railway building and estate improvement. This investment was
‘lumpy’ – projects took several years to complete, the gestation
period to maturity was fairly long. (Half a rail system did not yield
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half-profits. Earnings would only flow when the system had been
completed, estancias laid out and commodities delivered to the
market. Once land had been cleared, cereals could be planted and
harvested in a season: ranching needed a longer period to realise an
income stream.) Hence, as development was largely financed by
foreign borrowing, a continuing inflow of new investments was
required to provide the foreign exchange necessary to service
original debt until first generation projects matured and generated
the necessary growth in export earnings.

Technically, as the frontier moved westward, it could have been
possible for a second phase of investment in a newly opened
frontier zone to be covered by earnings generated by mature areas.
Service and amortisation payments due on new debt could have
been financed by rising exports and foreign exchange generated by
established, mature areas of production. It was simply a question
of confidence – sustaining financial flows until projects matured.
Unfortunately, speculation and corruption undermined the confi-
dence of foreign investors, resulting in a sharp contraction in new
investment flows before maturing projects came on stream. In
1885, to protect the National Bank against a loss of gold reserves,
the federal government declared a suspension of convertibility.
Other issuing banks followed suit and the Gold Standard was
abandoned. Currency depreciation – which increased the cost of
servicing the foreign debt and securities denominated in gold or
sterling – was fairly modest. International confidence wobbled, but
was sustained by the promise of frontier expansion and growing
overseas awareness of the productive capacity of the pampas.
Unprecedented inflows of new money continued. However, during
the second half of the decade, landowners invested an increasing
proportion of additional money raised overseas in the purchase of
new land on the frontier, instead of the development of mortgaged
estates. This ‘investment’ in land speculation, rather than
enhancing the productive capacity of existing estates, extended the
maturation period and delayed the flow of commodities and
exports required to redeem mortgage debt. Moreover, as land
values rose, there was both an incentive to speculate and an
apparent growth in the asset base on which to secure additional
loans. The proportion of new funds flowing into productive
investment was also curtailed by corruption. Government was also
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borrowing abroad. While some funds were invested in beneficial
social overheads projects, much was not.

Regime-strengthening rail construction served a political
purpose, binding regional elites together through ‘asset distribution
and asset growth’. Public investment in education was also socially
and economically defensible, though the immediate impact on
productivity and macroeconomic efficiency was limited. Yet, by the
end of the decade, these projects accounted for less and less. More
and more money was diverted to prestige public construction
projects, wasteful bureaucratic expansion, and simply its disap-
pearance into the pockets of politicians. And, there were technical
complications. First, as the decade wore on, a growing proportion of
public mortgage bonds (cédulas) issued overseas were denominated
in paper pesos. Estancieros indebted in paper peso had a vested
interest in currency depreciation. Second, while private sector
interests were the principal beneficiaries of the investment boom,
most securities (such as cédulas and guaranteed railways shares, in
addition to public bonds issued to finance railway construction)
were directly or indirectly underwritten by the state. The state
assumed the risk, while the private sector reaped the reward. The
state needed to ‘capture’ a share of the private income flow
generated by publicly supported investment in order to meet its obli-
gations. In short, the state was required to demonstrate an ability to
tax and realise a surplus over ordinary expenditure sufficient to meet
its obligations. Third, in the case of public bonds issued overseas and
guaranteed railways shares denominated in sterling, the government
had to acquire some of the foreign exchange generated by exports. 

In a sequence of events that foreshadowed those of 2001/2, by the
end of the 1880s overseas investors and creditors doubted the
capacity or willingness of the state to extract from the private sector
sufficient income – and gold or foreign currency – to honour its obli-
gations. Towards the end of the decade, the flow of new foreign funds
declined. In 1889, the government broke its bond with domestic
creditors, announcing that hard (silver) peso loans would be
redeemed in paper. Foreign creditors assumed that it would be their
turn next. Reluctant to tax or rein-in expenditure, the administration
of Juárez Celman formally suspended the banking legislation in order
to allow state banks to increase money supply (many official banks
were in breach of charter requirements, having already over issued
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with government connivance), investment dwindled, deposits were
withdrawn from the banking system, gold was hoarded, the
exchange plummeted and inflation took hold. An economic crisis
rapidly became a political crisis – a crisis of state failure.

Confidence evaporated. Foreign investors turned off the tap.
There were street protests. The regime collapsed. Asset values fell
and the recession deepened. Recovery – of the system and of the
economy – derived from fiscal discipline, currency and banking
reform and export recovery. The incoming regime reached an
agreement with creditors, based on its ability to pay, delivered fiscal
reform, excised subsidies like railway guarantee to the private sector,
allowed bankrupt state entities to fail and handed over several enter-
prises to foreign creditors, and pledged to apply a rigid fiscal and
monetary policy. And, the provinces were brought to book: the
federal government assumed responsibility for provincial debts
while limiting their future capacity to borrow and liquidating
provincial banks. Arguably, the monetary and banking regime
installed after the Baring Crisis was excessively rigid, demonstrating
that, once lost, virtue is difficult to regain and the cost of confidence
rebuilding high. However, by the mid-1890s, investment projects
undertaken in the 1880s came on stream. Production and exports
increased rapidly and the country was ‘lucky’ – commodity prices
rose, aided by poor harvest elsewhere and war in South Africa. Such
was the pace of recovery that debt service was resumed earlier than
specified in the accord with foreign creditors and the country went
back on gold in 1899.

Infrastructural modernisation underwrote production growth
and cycles of diversification after the 1870s. By the 1880s, the
relative dominance of wool in the production profile and export
schedule was beginning to be challenged. Just as wool had earlier
displaced ‘colonial’ commodities such as hides, skins and tallow,
around the turn of the century cereal production proved more
dynamic. Before 1910, the value of cereal exports exceeded that of
pastoral commodities and dominated the export schedule through
the 1920s and into the 1930s. There were, however, significant
changes within the cereal commodity mix. The area under wheat
tended to stabilise around the First World War while more land
tended to be devoted to maize. Indeed, during the 1920s, the
Argentine position in the world wheat market was being successfully
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challenged by Canada. In terms of domestic ranking, at much the
same time, the primacy of cereals was being squeezed by stock-
raising. During the 1910s and 1920s, the area under pasture tended
to increase: at a time of increasing instability in international
markets, the value of meat exports (particularly high-grade chilled
beef) increased while the value of cereal exports contracted. Before
the end of the 1930s, pastoral exports had recaptured their ranking
of the late nineteenth century. In terms of value, meat exports
remained above cereal commodities until the early 1950s when the
export volume and value of both contracted. Thereafter, until the
late 1960s, when an outbreak of foot and mouth disease and British
membership of the European Economic Community had a cata-
strophic impact on meat exports, pastoral and agricultural
commodities made a broadly similar contribution to export
earnings. The primacy of cereals consolidated in the 1970s with
privileged access to Eastern European markets during the US trade
embargo of the USSR. Until the 1990s, cereals retained their
position in agricultural commodity exports. International trade
regimes – and international prices – had an impact on the export
commodity mix, as did domestic politics and economics. The
changing commodity profile, certainly before the 1940s, had
profound implications for conditions in the countryside, and society
generally, as ‘democratic commodities’ like cereals and wool – at
least in the mid-nineteenth century – were displaced by less demo-
cratic items like prime beef cattle. Labour intensive cereal
commodities shaped rural population density and enabled a broader
spectrum of society to participate in access growth and income flows
associated with land exploitation – whether as owners, tenants or
even share-croppers. 

Broad changes in commodity production and export between
the 1880s and 1920s would not have been possible without
domestic structural flexibility and efficiency. Indeed, the long
swings in sectoral primacy – from pastoral commodities to cereals
and back to pastoral products is only part of the picture. As
suggested, there was both growth and diversification within these
broad categories as new commodities displaced but did not
exclude earlier prime products. Thus the volume of traditional
pastoral commodities grew throughout the nineteenth century,
though wool became the most dynamic item in this category.
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Similarly, the cereal mix – of production and export – witnessed
both volume growth of individual items notwithstanding changes
in the ranking of particular commodities. Wheat output stabilised
even as first maize, and subsequently linseed, production
increased. By the inter-war decades, further ‘new’ commodity
groups – ‘industrial’ products (for example cotton and tobacco),
timber and fruit – assumed an important position. Volume growth
and commodity diversification of this order would not have been
possible without substantial investment and entrepreneurial
capacity. However, after the inter-war decades, less positive
constructions can be placed upon adjustments in the agricultural
sector. Until the 1930s, there was a general tendency for
commodity diversification to be accompanied by aggregate output
growth. Thereafter, expansion in the output of one item tended to
be accompanied by contraction elsewhere. And, another
production constraint was becoming equally pronounced – an
incapacity to satisfy both domestic and overseas demand. By the
late 1940s, the economy seemed incapable of increasing exports
without constraining domestic consumption and vice versa.
Indeed, there were broader symptoms of structural rigidity:
growth in one sector was often paralleled by retrenchment in other
parts of the economy as factor inputs relocated. Increased indus-
trial production implied a contraction in resources available for
agriculture; generating inputs for agriculture meant curtailing
resources available for manufacturing. Hence, for much of the
1950s–1980s period there was only a modest growth in produc-
tivity and the aggregate production. 

Growth data shows that the First World War had a major
impact. Structural change in the international economy provoked
– and were exacerbated by – domestic policy responses that had a
profound impact upon economic and political institutionality. In
part this was because increasing social demands were being placed
upon the system at precisely the point at which economic growth
proved particularly sluggish. Adjustment from an extensive to an
intensive growth model were complicated by socio-political adjust-
ments at the moment when productivity gains deliverable by
intensive growth were required to satisfy those demands. It was to
prove an unfortunate conjuncture. During the 1920s, world
economic growth was sluggish and there was greater volatility, not
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least in commodity prices. Hence earlier mechanisms – trade,
foreign capital inflows and immigration – were less dynamic and
had a lower domestic multiplier effect. Capital imports were lower,
net immigration was less and volume growth in exports did not
bring commensurate gains in earnings. The terms of trade were
beginning to move against Argentine exports and the scope for
commodity diversification was more limited. Arguably, the
country was caught in a staple trap: irrespective of the efficiency of
domestic producers, markets were closing. In the 1920s, this was
highlighted by the poor performance of the United Kingdom, still
the principal buyer of Argentine exports and supplier of foreign
investment, and the growing international importance of the USA,
an economy that was both closed and competed with Argentina.
The 1929 Wall Street crash, the extended inter-war depression and
the lurch to bilateralism – best symbolised by the failure of the
London Economic Conference and the Ottawa Convention of
1932 that established British Imperial Preference – signalled that
the multilateral system of trade and payments had broken down.
There were now no rules, nor self-regulating mechanisms, and
there would not be again until the Bretton Woods Conference
sought to institutionalise a new monetary and commercial system
based on (possibly erroneous) assumptions about the pre-1914
Gold Standard and free trade order. 

The First World War revealed the external vulnerability of the
economy – a lesson that would be reinforced in 1929/30. Although
investment flows were already declining, the outbreak of war in
Europe in 1914 resulted in an immediate reversal of capital and
credit movements as overseas capital markets closed, and foreign
banks called in loans while curtailing new advances. The domestic
capital market was unable to cope with the shock. Bankruptcies
occurred and disruption of the credit and payments chain had an
immediate impact upon production and employment in the trade
sector. There was a fiscal crisis in addition to the financial crisis as
state funding depended on import tariffs and borrowing. The
standstill in overseas trade, coupled with reduced opportunities to
borrow, produced a fiscal crunch. The immediate official response
was to reduce expenditure and increase interest rates; in this way
the crisis was transmitted by the state to other sectors of the
economy. With import scarcity, prices rose, in spite of recession,
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and unemployment began to bite. The threat of social disorder,
which had exercised the political class in preceding years, became
even more acute. While, in the medium term, Argentina was likely
to benefit from the conflict as demand for, and prices of exports,
hardened, the problem was how to respond to the immediate
credit shock and ensure that the economy could adjust to war-
induced changes in export demand and scarcities of imports and
immigrants (and skills shortages as belligerent nationals returned
to Europe). The level of production, which had been falling before
the outbreak of war, picked up in 1915, although the rate of
investment continued to decline. This indicates a degree of low
level import substitution, strengthening the tendency towards
extensive methods of production. Fortunately, the frontier had not
yet closed, and output grew fairly steadily between 1915 and
1919, with a slight dip around the first half of 1917. There were,
however, a number of problems. In the short term, increased
export production in the face of continuing import constraints
threatened inflation. In the medium term, the problem was decapi-
talisation and the threat of a long-run adverse impact on efficiency.
And inflation and labour market instability (particularly when
employment was recovering) threatened order: in 1917 and 1919
there was an upsurge in worker protest – and state repression. 

There were winners and losers. Producers of strategic exports
were the principal beneficiaries. But manufacturers who were able
to draw on domestic inputs and use existing plant more intensely
also made a killing supplying the starved home market. State
responses also helped. Reluctant to print money in the face of war-
induced inflation, the government financed expenditure through
debt. During the war, the floating debt increased almost three-fold,
pumping liquidity into the banking system. Bank deposits doubled
while the monetary base increased by less than fifty per cent. The
suspension of convertibility and official licencing of exports
(coupled with a scarcity of imports) ensured that the reserves held
by the Conversion Office rose steadily; reserves increased by one-
quarter between 1914 and 1918 and doubled between 1918 and
1920. Unsurprisingly, the peso appreciated against most currencies
and became a unit of account for regional trade, fostering a demand
for Argentine products in neighbouring markets, as well as funding
imports from them. The end of hostilities thus found the country in
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a fairly strong and relatively confident position. International
reserves were at an all-time high. Output had increased. Domestic
institutions appeared secure and policy responses were validated by
the improved external position. Nevertheless, the trauma of the
early war years stimulated discussion among conservative nation-
alists who advanced demands for greater state action in the
economic and social spheres. Perhaps the war also served as a labo-
ratory for pragmatists who, while continuing to subscribe to the
prevailing assumption that the international economy would
recover pre-1914 rhythms and growth rates, were not incorrigibly
wedded to economic orthodoxy.

And, positive constructions can be placed on commodity diver-
sification during the inter-war period. The switch to citrus fruit
growing and ‘industrial commodities’ in parts of Mesopotamia
and the north-east, along with a concurrent diversification into
hard fruit growing in the Río Negro valley, and subsequent
expansion of oil seed production in various parts of the pampa
húmeda point to more intensive patterns of land use (and some-
times more ‘democratic’ patterns of land tenure) as frontier
expansion was drawing to a close. The cultivation of these
commodities also suggests value-adding at a time when cereal
prices were declining. They were intrinsically higher value
commodities that obtained better prices and often required more
processing. These commodities also confirmed domestic market
deepening and were both a cause and consequence of structural
change. Crop diversification also implied increased investment in
the countryside. In the inter-war decades, notably the 1930s, fruit
growing and oil seed production represented export-substitution
as land was diverted from the production of export commodities
to items that could be placed in the home market. After the 1940s,
import-substituting industrialisation accounted for the switch
from one commodity to another.

Domestic policy responses also became more adventurous as
contemporaries observed the general slow down in the rate of
growth and loss of export competitiveness compared with similar
economies such as Canada. Recovery of pre-1914 ‘normalcy’ in
the early 1920s appeared to provide a window of opportunity to
overhaul the productive apparatus before further shocks set in.
Although orthodoxy prevailed for much of the decade, reflected in
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the return to gold in 1927 and attempts to strengthen trading and
financial relations with Britain in 1928 in the face of US unrecep-
tiveness to commercial overtures, alternative projects were debated
by pragmatists and nationalists between 1923 and 1927. These
included an extension of the limited system of social security to
include all urban workers, tariff reform, and monetary and
banking legislation that envisaged a return to gold at a reduced
parity and, in effect, the establishment of a central bank by
merging the Conversion Office with the federally owned Banco de
la Nación. Agricultural colonisation was back on the political
agenda. Enquiries were launched into rural rents, complaints of
dumping by foreign suppliers, energy requirements, the cost of
living and housing, and the credit system. Commissions were
established to investigate the monopoly power of foreign rail
companies and cereal buying agencies. There was a fiscal and effi-
ciency dimension to these proposals and concerns: spreading the
social security net, tariff changes and, indeed, the creation of a
central bank were not unrelated to government fiscal and credit
requirements. The focus on urban housing, rural rents, rail
charges, oligopolistic practices by the grain houses, and coloni-
sation reflected anxiety about social conditions and productive
efficiency. There was a distinct Hamiltonian and Bismarckian tone
to much of this discussion. Little was actually achieved, save debt
consolidation, the formation of a state-owned oil company, and
modest rural infrastructural modernisation in the form of official
sponsorship for grain elevator construction. A state agency was
created to support wheat prices and provide farmers with infor-
mation about cereal prices. The state railway regulatory agency
was given more effective political support in its efforts to police
foreign-owned railway companies. 

The 1930s witnessed large-scale public investment in road and
rail construction (and partial rail nationalisation), a proliferation
of agencies charged with commodity price support, and the
formation of a central bank – set up in 1935 to bail out the
banking system. The fiscal position was strengthened by the intro-
duction of income tax and exchange control – the profit made on
official exchange transactions was used to finance commodity
price support. With the contraction in overseas trade, income tax
was virtually the only fiscal expedient available. Import duties
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were raised but, with declining overseas trade, the yield on import
tariffs fell. Perhaps this also explains efforts to sustain government
credit. Unwilling to resort to deficit funding, and in the face of the
closure of overseas capital markets, there were no alternatives save
fiscal innovation and borrowing at home. And there was the
Roca–Runciman Pact, the bilateral trade agreement with Britain
which was intended to defend overseas markets. Measures taken in
the 1920s and 1930s prefigured strategies of the 1940s.

Recovery in 1932/3 was due to measures such as the aban-
donment of the Gold Standard and exchange control which
prevented the economy from contracting further. Thereafter,
modest credit expansion, a cautious stance on monetary policy,
export sector defence, and careful management of the exchange
rate restored business confidence. In short, the size of the state
sector increased and there was intervention in the market. Yet,
government action was pragmatic and limited rather than ideo-
logical. Government support for commodity prices, action in
exchange markets to ensure a controlled devaluation of the
currency, and credit market activity were designed to smooth
market volatility rather than to substitute for them. The ‘national-
isation’ of international currency transactions, first by the
Exchange Control Commission and later the Central Bank, also
gave the government direct access to foreign exchange while at the
same time enhancing fiscal efficiency. Above all, state intervention
ensured that the fiscal and external accounts remained broadly in
balance. The authorities were scrupulous in servicing the federal
debt, though there would be no mass bail-out of the provinces as
had occurred in the 1890s. These factors, coupled with an
improvement in export prices towards the end of the decade,
account for positive (but volatile) rates of growth between 1933
and 1942.

Although the political climate became more crabbed during the
period, economic policy was pragmatic and, to a degree, socially
responsive. Credit, monetary and fiscal strategy by the mid 1930s
could be described as modestly Keynesian. A general commitment
to fiscal responsibility did not preclude occasional budget deficits.
Cautious credit creation and exchange allocation facilitated a
modest redistribution of resources to potentially dynamic sectors
without imposing excessive burdens on other groups. There was
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support for exporters as well as for firms producing for the home
market. Official action was confined to key exchange and
commercial markets, leaving regional trade free and unregulated.
In short, interventionism was coupled with a continuing espousal
of economic internationalism and market economics.

While there is evidence of a general shift towards more
intensive patterns of activity across the economy in the second half
of the 1930s, recovery was patchy. Cereal prices – especially wheat
prices – were particularly volatile. The position of cattle producers,
notably fatteners of beef cattle, was initially protected by the 1933
Pact with Britain, though when the agreement was renewed in
1936 quotas were reduced and the introduction of a clause
allowing for ‘experimental’ imports of chilled beef from Australia
produced a further erosion of the Argentine position in the UK
market. Nevertheless, the increase in the area under cultivation
and diversification in commodity production owed as much to
new opportunities in the home market as the world economic
crisis. Transitional price support, followed by infrastructural
investment and industrial growth, created new outlets for
producers and, to a degree, an escape from exposure to external
volatility. In the pampas, farmers tended to shift from wheat to
maize and other cereals. Road construction in central districts also
assisted commodity substitution and a switch to higher value
perishable items. Elsewhere, state railway building both extended
the margin of profitable cultivation and facilitated the production
of higher value products capable of bearing higher freight charges
associated with longer hauls. Scarcity of foreign exchange along
with the reconfiguration of international trade associated with
closer bilateral relations with the UK encouraged US firms to open
plant in Argentina, confirming both the importance of the local
market and its buoyancy. These tendencies also had an impact on
the structure of industrial firms and the composition of output.

Although the ‘typical’ manufacturing firm was labour intensive
and engaged in the production of wage goods, by the middle of the
decade industry was becoming the lead sector in the economy and
experiencing significant structural changes. These involved a
growth in the size of firms, captured in increased capital values and
energy consumption. Similarly, although traditional lines of
activity, such as foods and beverages, registered output growth,
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newer sub-sectors like motor vehicles, electrical appliances and
textiles (including synthetic fibres) proved even more dynamic.
Consequently, while the real value of agricultural output remained
fairly stable (apart from the worst of the crisis years), the value of
industrial output grew by more than one-fifth between the late
1920s and the late 1930s. Industrial investment was resilient – and
high – during the second half of the 1930s as firms shifted from
assembling to production. The ability of established firms to effect
this transformation, coupled with the appearance of new foreign
corporations, indicates both the capacity and potential of 
manufacturing.

During the inter-war period the official policy stance shifted
from orthodoxy to pragmatism. There was, however, an enduring
anxiety about economic fundamentals – the health of fiscal
accounts, inflation, and the condition of the balance of trade and
balance of payments. This commitment to macroeconomic
stability eased responses by private agents to the shocks of war and
‘depression’. Notwithstanding the social costs associated with a
paradigm change, it appeared as if economy and society were
poised to effect a move to a more intensive pattern of development
– industrialisation.
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The nature and dynamics of industrial expansion, as well as the
behaviour of individual manufacturing firms during the inter-

war decades, confirms both the contributions of export-led growth
to the appearance of industry, and the limits of the process.
Export-led growth created a market infrastructure that fostered
the growth of industrial firms. Recession promoted organisational
change. Export earnings financed the physical and financial social
overhead capital on which firms supplying the domestic economy
depended. The exploitation – and sale overseas – of the agricul-
tural wealth of the republic financed imports of entrepreneurship,
labour, technology, capital goods and essential inputs. Between
1900 and 1914, aggregate industrial output grew at rates similar
to the economy as a whole and the production of chemicals,
textiles and foodstuffs was somewhat above the sectoral average.
In 1887 the Unión Industrial Argentina (UIA) was established with
the re-fusion of two contending organisations, the Club Industrial
Argentina, founded in 1875, and the breakaway Centro Industrial
Argentina which had separated from the Club in 1878. From the
1880s until the 1940s, the UIA was the sole organisation that
represented exclusively manufacturing establishments, notably
firms producing beverages, textiles and foodstuffs for the home
market. During this period there was little evidence of a surge in
industrial production; rather there was a rising output that
displayed much the same rates of growth – and volatility – as the
economy as a whole. Firms tended to be small, much smaller than
those engaged in export production, such as the large (and by the
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early 1910s the increasingly foreign-owned) meat packing houses.
There were some exceptions, for example brewing, where large
capital-intensive companies employing advanced technology
emerged by the First World War.

Most industrial entrepreneurs were of immigrant origin, though
some rapidly inter-married with the landed elite. Recession in the
early 1890s and rapid growth after the turn of the century both
seemed to effect a change in the structure and scale of the more
dynamic firms, particularly those with access to domestic banks or
foreign financial houses. Thus, by the late 1890s firms such as the
Tornquist group were diversifying from sugar refining and
quebracho extraction into various sectors, including banking, meat
packing and oil refining, with financial assistance from Belgian and
German merchant banks. Similarly, Bunge y Born, one of the prin-
cipal grain exporting houses, was diverting profits from trade (and
employing lines of credit with the Banco de la Nación) to flour mills
and later chemical plants. These were financial–industrial consortia
(grupos económicos) that gradually shed some aspects of family
businesses (the enduring format of many traditional, small manufac-
turing enterprises) and became more structured companies that
benefited from access to institutional credit – even if family members
retained a controlling interest. Bunge y Born, like Alpargatas (a firm
founded by Scots immigrants that initially specialised in the manu-
facture of cheap rope sandals and textiles), would later become an
‘Argentine’ transnational corporation, controlling businesses and
agencies in neighbouring republics and overseas.

The industrial entrepreneuriat remained politically weak
throughout the inter-war period, experiencing little lasting success
in campaigns to change tariff and tax regimes, or for cheap indus-
trial credit. Nevertheless, the scope of industrial activity at this
point explains the Pinedo Plan, possibly the most sophisticated
policy project ever essayed in the republic. In part, the Plan was an
official response to growing pressure from the principal urban
business associations for greater official support for manufac-
turing at a time when export markets were threatened and agricul-
turalists favourably disposed to policies of export substitution.
Devised in 1939 and launched in 1940 by the then minister of
finance, the Plan was loosely based on the Roosevelt New Deal in
the USA. The programme recognised the opportunities and 
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challenges that were likely to be presented by the Second World
War: demand for strategic exports was bound to increase but
imports – particularly essential capital goods and fuel – were likely
to be in short supply. In addition, local firms were envisaged as
buyers of those commodities that could not be readily sold on the
world market. More directly embracing Keynesian welfarism,
Pinedo envisaged a project of ‘economic reactivation’ that would
foster growth without inflation by offering producers, workers
and consumers a mix of incentives and safeguards. The key objec-
tives were to raise incomes in order to trigger demand-led
expansion focused on the national market, at the same time as
defending the balance of payments. This was a pro-active strategy
designed to pre-empt the turmoil of the early years of the First
World War. Two factors were critical to the success of the project:
domestic political support and US commercial and financial assis-
tance. Neither was forthcoming. As the authoritarian concor-
dancia sought a return to democratic transparency, the newly
empowered Radical opposition in Congress chose to derail the
strategy on grounds of cost. Anti-US groups were equivocal,
correctly observing that as the USA was already committed to
Brazil, it was unlikely that Washington would deliver. The plan
collapsed but elements of it had an influence on later Peronist
schemes – notably pro-welfare and pro-manufacturing measures. 

Arguably, there was as much complacency as opportunism in
sections of the political establishment. Unemployment in the early
1930s had been most acute in the countryside and the state sector.
There had been considerable rural social tension as landless peones
lost more than simply their livelihood with the sharp contraction
in export production. Rural–urban migration, and the appearance
in Buenos Aires of ‘unemployment cities’ (villas de desocupación)
on derelict land – a phenomenon that prefigured the shanty towns
(villas misérias and villas de emergéncia) of post-1950s decades –
graphically illustrated the social cost of the crisis and employer
responses to it. However, export substitution and recovery in the
volume of commodity production, even if price recovery lagged
considerably, suggested better prospects for a reduced rural work-
force. At over 28 million hectares, the area under cultivation in
1937/8 represented an inter-war peak, and total rural output in
1938/9 stood marginally above the 1928/9 bumper year. Nominal
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wages also registered a modest improvement in the mid 1930s,
though further gains were limited by continuing high levels of
unemployment despite public works construction and growth in
urban industrial production. Industrial output and wages regis-
tered near continuous year-on-year growth from around 1933.
Increased trade union activity between 1935 and 1937, as more
organised groups sought to recover lost ground (or prevent a
further erosion of wages and working conditions), suggested better
opportunities for workers. Discussion in congressional and official
circles about social legislation, notably the introduction of
maternity benefits, all pointed in the same direction.

The outbreak of war in 1939 had an immediate adverse impact
on Argentina, as in 1914. Nevertheless, as the Pinedo project
envisaged, the structural consequences of the Second World War
were potentially more benign. The economy was much more diver-
sified in 1939 than a generation earlier and the institutional setting
more mature, notably in the area of policy-making. Hence, the
outbreak of the Second World War may be presented more as an
opportunity than a challenge. Yet the capacity for positive
responses was checked by domestic politics. The concordancia
regime proved impervious to reform from within while external
threats – epitomised by a reviving labour movement and nation-
alist military establishment – mounted. The 1943 coup was a
perverse conjuncture in Argentine economics and politics. There
was intense debate about future economic structure and the shape
of the post-war order, yet the best of economic outcomes were frus-
trated by the worst of political manoeuvrings. The politics of the
lowest common denominator frustrated the highest common
factor of self-sustaining economic development.

Failure to seize the opportunities of the 1940s ensured that,
despite major structural change, there would be little substantive
growth in the system for the next half-century. Resources moved to
and fro between the foreign trade sector and internally-focused
activities, between agriculture and manufacturing, and between
consumption and accumulation, but growth overall would be
modest. An emerging energy gap, possibly the most telling problem
of the 1940s, epitomised the enigma. There was a parallel failure to
consolidate earlier gains in the production of intermediate industrial
products. As indicated, agricultural diversification, partly associated
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with the industrial inputs, had been one of the successes of the inter-
war period. Another involved efforts to expand domestic energy
production, largely through the exploitation of oilfields in Patagonia
and the north-west. There was also modest investment in hydro-
electricity generation. Although a state monopoly of exploration
had been instituted in the 1920s, existing private operators
continued to function and the major foreign corporations had a
large stake in local distribution, offsetting their small stake in
domestic production by importing. The oil business, however,
became increasingly politicised after the 1930s: commercial rivalry
among the main corporate players (including the state company)
intensified and competing regulatory claims were made by federal
and provincial governments. This fostered an environment in which
corruption and inaction flourished. As the politics of the oil game
became murkier, the energy crisis mounted, compounded by the
effects of the war and mismanagement. A failure to resolve the
energy gap was both chronic and symbolic of post-Second World
War economic mismanagement and was symptomatic of a broader
inability to generate heavy industrial growth. External vulnerability
deepened notwithstanding a policy rhetoric of economic autonomy
and national development. Industrial expansion did not deliver
macroeconomic efficiency. What went wrong?

Several critical ‘gaps’ opened in the immediate post-Second
World War decades. In addition to the energy and intermediate
products ‘gaps’ alluded to above there was an ‘infrastructure gap’.
And there were savings, foreign exchange and fiscal ‘gaps’. These
phenomena were inter-related. They were cause and symptom of
economic instability. The infrastructure gap is best illustrated by
investment in railways and roads (or, rather, a transport
investment deficit for much of the latter part of the twentieth
century). As detailed above, frontier expansion and increasing
agricultural output between the 1890s and the 1920s was under-
pinned by railway building, much of it foreign financed. By the
1920s it was being argued that the dominance of private (foreign)
interests in the supply of railway services, and the corresponding
‘retreat’ of the state in the 1890s, had produced a number of
defects. First, an over-concentration of lines in the central pampas;
second, an imbalance between trunk and branch routes; third,
handling inefficiencies resulting from breaks of gauge; fourth, a
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road deficit. For example, in 1917/8, the province of Buenos Aires
contained a little under one-quarter of total population but over
one-third route railway mileage. In well-endowed provinces such
as Buenos Aires and Santa Fé the density of railway provision
increased from ratios of 19.6:1 and 10.3:1 respectively in 1889 to
6.9:1 and 6.8:1 in 1939. In less well provided provinces such as
Corrientes, ratios only improved from 101.5:1 to 72.4:1 over the
same period. Moreover, in other regions of recent settlement,
capital expenditure on roads by the early 1920s represented
between 30 and 40 per cent of that invested in railways; the
proportion in Argentina was 3.5 per cent. State-sponsored rail and
highway building emerged as a solution to these layered difficulties
– a structural and regional transport deficit, the apparent
hegemony of foreign-owned companies in a strategic sector, and
lack of technology upgrading in transport.

The federal Railway Executive was responsible for all new
construction after the early 1930s and there were strenuous efforts
to upgrade and extend the road system. The National Highway
Law was promulgated in 1932 and during the decade there was a
substantial increase in real expenditure on roads as a rising
proportion of the federal budget was devoted to new construction
and improvement. Approximately 40,000 miles of roads
(including minor routes) were being administered by the National
Highway Commission in 1944 (contrasting with 25,000 miles of
railways), though only a little over six per cent were paved. Some
twenty years later there was a marked improvement. Although the
trunk highway system did not greatly exceed the total route
mileage of railway trunk lines and major branches, virtually one-
half of the road system consisted of all-weather roads. As of the
early 1960s, the Argentine road system was still more extensive
and of better quality than the Brazilian, but this primacy was
rapidly lost. Unsurprisingly, between the 1930s and the 1960s, the
balance between railways and roads changed radically.

Until the 1930s, railways held a virtual monopoly of long- and
medium-distance passenger and freight traffic. Between the mid
1940s and the early 1960s, the volume of freight handled by the
railways halved while road haulage grew steadily. In 1980,
railways were handling barely one-tenth of inter-regional freight.
By the early 1990s, road transport accounted for almost ninety per
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cent of passenger movements and eighty-five per cent of freight. For
purposes of comparison, at this point railways in the USA were
handling about one-third of inter-regional goods traffic. The scale
of contraction in rail services in such a short period is almost
without precedent – either in other areas of recent settlement or
densely populated Western European economies – and is only
partly explained by underinvestment in railways after the 1930s.
International slippage in the 1940s suggests that there was underin-
vestment in the transport infrastructure. Moreover, much road
construction from the 1930s to the 1960s simply paralleled the rail
system. There was substitution rather than a substantial net
addition to the stock of infrastructure. Sustained underinvestment
in both railways and highways explains the surprisingly high degree
of public support for the principle of railway and trunk highway
privatisation in 1993.

Increased state action in the transport sector was not unusual
during the period, although sustained underinvestment and the
abruptness of government involvement was. This is neatly illus-
trated by the takeover of foreign railways in 1947. As late as 1946,
railway nationalisation was perceived more in terms of investment
upgrading than a sudden transfer of responsibility from the private
to the state sector. The transition was to have involved the
formation of a mixed corporation – a private–public partnership
involving (largely) the former British companies and the Argentine
state. The creation of a sociedad mixta envisaged a phased transfer
of ownership over a lengthy period during which management
would remain in private hands while government financed repairs
and expansion through a large injection of new capital. The
scheme to establish a mixed corporation was peculiar neither to
the railways nor Argentina. Similar arrangements were envisaged
in Brazil and indeed Argentina to promote the development of
domestic iron and steel production. Although mixed corporations
rarely progressed beyond the planning stage, the device
undoubtedly encapsulated ideologies in vogue in the 1940s.
Embracing state and private capital and allegedly harmonising the
interests of producers, consumers and government, the mixed
corporation epitomised Peronista efforts to construct a third path
that was nationalist, Keynesian and distributionist but not anti-
capitalist nor autarchic. Various explanations have been advanced
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for railway nationalisation in 1947. Conjunctural and political
factors may account for the timing of the event. Structural and tech-
nological factors drove the process. The rise of nationalism marked
by the electoral victory of Perón, and the settlement of British war
debts to Argentina all influenced timing. Nationalist criticisms,
partly deriving from structural features of the rail network blamed
on the preponderance of British companies, were intensified by the
apparent inability of railways to respond to the economic crisis of
the 1930s. It was argued that structural defects such as these
threatened economic efficiency and suggested a regional deficit in
the supply of public goods. Both had negative implications for
market outreach and state performance. These factors, and the
changing nature of the state itself associated with Radical electoral
victories in 1916, account for greater intervention: nationalism and
statism provided the ideological underpinning.

However, the state was assuming responsibility for more than
infrastructure investment. As in other countries, government inter-
vened in the productive sectors and assumed a substantial role in
the social sphere. The critical difference between Argentina and
many other countries was that the issue of funding was not
addressed systematically. Initially, these interventions were funded
by wartime windfall gains and ‘command economy measures’
developed during the early depression years and consolidated
during the Second World War. Thereafter, inflation taxation
became the easy expedient. Although Argentine rates of inflation
had been more volatile than those of other areas of recent
settlement during the late nineteenth century and during the first
half of the twentieth, long-run averages were not so different.
However, after the mid 1940s, there was sustained divergence.
From the early 1940s to the early 1950s, Argentine rates were
noticeably higher than those of similar countries as the economy
‘closed’. From the mid 1950s to the late 1960s, there was another
(more pronounced) phase of divergence from international rates of
price change. This was repeated in the third cycle of divergence,
from the early 1970s to the late 1980s, when inflation rates were
massively above those of other countries. In short, during the
second half of the twentieth century, phases of divergence
lengthened, correction proved more painful and levels of diver-
gence increased geometrically. For example, annual average rates
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of inflation for other areas of recent settlement were 3.8 per cent
between 1950 and 1973, 7.1 per cent in the 1974–83 period and
around 8.0 per cent from the mid 1980s until the end of the
century. Annual average rates of inflation for Western Europe
during the same periods were 2.6 per cent, 6.0 per cent and about
10 per cent respectively. The Argentine figures averaged 26.8 per
cent between 1950 and 1973 and around an average of 25 per cent
a year for the last quarter of the century.

From the 1940s until virtually the end of the century, high
(often rising) fiscal deficits, government indebtedness, and
inflation were endemic. Inflation and government demand for
credit had a catastrophic impact on domestic capital formation,
particularly for a country that had always relied heavily on
imported savings to fund investment. Even when domestic savings
were relatively high (as on several occasions in the 1960s, 1970s
and 1980s), the gap between domestic savings and domestic
investment and the low growth multiplier resulting from
investment suggest a reluctance by domestic savers to invest in the
national economy and misallocation of resources. Thus, while
external events were largely responsible for most of the economic
crises experienced during the first half of the twentieth century –
for example in 1913/4, 1916/7 and 1929/32 – virtually all those
occurring during the second half of the century can be attributed to
domestic factors. This tendency is corroborated by the divergence
of Argentine cycles from those of countries like Brazil or Australia,
with which it had experienced fairly similar growth cycles before
the 1950s. Not only was the annual average trend rate of growth in
the immediate post-Second World War cycle (c.1945–73) one full
point below that of the pre-First World War cycle, but the annual
average trend rate during the 1973–89 cycle was around two and
one-half points lower than the 1945–73 cycle.

It is easy to blame these problems on strategies implemented in
Peronist administrations between 1946 and 1955. Arguably, it was
not these strategies per se that provoked a break in the national
growth trajectory and divergence from other economies. Rather,
the cause lay in the way in which these strategies were implemented,
and reactions to them. Across the globe, governments assumed that
it was possible to reconfigure the national economy, at the same
time as introducing social interventions. Macroeconomic
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management and welfare enhancement characterised the quest for
political stability in post-Second World War Western Europe.
Government assisted industrialisation became a near continental
phenomena in Latin America. Keynesian developmentalism had
broad appeal: if the Argentine Central Bank was nationalised in
1946 and foreign-owned railway companies taken over by the
federal government in 1947; the Bank of England and privately
owned railway companies were nationalised in Britain at much the
same time. And, Argentine social projects designed to create a
welfare state employed the language of Beveridge.

With nationalisation, not only did the Central Bank lose its
independence, but policy goals were also changed. Hitherto, tech-
nocrats had been charged with maintaining the reserve position
and broad monetary stability. Henceforth, the emphasis was on
employment generation and ‘balanced growth’, meaning the
promotion of manufacturing, largely by channelling funds to the
newly created Industrial Credit Bank (Banco de Crédito Industrial
Argentino). There were, however, significant differences in levels
of state competence and policy effectiveness. And the incidence of
corruption increased. Under the banner of ‘social justice’,
‘economic independence’, and ‘political sovereignty’, the 1946
Perón administration embarked on a perverse form of
Keynesianism. At a time of high employment, when existing plant
was working at near full capacity, the regime pursued a strategy of
demand expansion through wage hikes (in part designed to protect
workers against increased social insurance levies) and a reallo-
cation of resources from investment to consumption.

Given strategic and political constraints on imports at this
point, increased domestic purchasing power inevitably squeezed
exports (at precisely the moment when external demand and
prices remained high) and triggered inflation. Even if poorer
social groups – and some economic activities – could have bene-
fited from an increased purchasing power, the most effective and
equitable mechanism would have been by means of tax reduc-
tions. At this juncture, devices such as exchange control and the
monopoly state commodity buying agency (Argentine Institute for
Trade [IAPI]), coupled with the expansion of the social insurance
system (at a time when new contributors hugely outweighed
existing pensioners), ensured that the fiscal position was suffi-
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ciently strong to cover reductions in tax rates. Indeed, given the
indirect, pro-cyclical structure of the tax system, growth would
have increased fiscal resources.

Policy-makers had already become anxious about inflation as
early as 1943–45 when it was also observed that unemployment
had not become as much of a problem as anticipated. Around the
same time, industrialists were protesting about the adverse effects
of taxation on both investment and market growth. The net effect
of bastard Keynesianism was to reduce investment and trigger
inflation. Import growth and investment were the obvious solutions
but, by the end of the decade, these were inhibited by export
scarcity rather than the US boycott. Moreover, Providence also
conspired against the regime. If Peronist strategy reduced agricul-
tural productivity, drought had a catastrophic effect on production.
By 1951–53 there was little slack in the system and even less ‘fat’,
though there were ‘fat cats’, notably officials, labour leaders close
to the regime and protected businessmen. Inflation and corruption
were the joint cancers that undermined the health of economy and
polity – as well as the Peronist urban alliance of military, planners,
organised labour and ‘national’ business.

The turning point came in 1951/2, a year of mounting
economic and social tension – for many a turning point that was
marked by the death of ‘Santa Evita’ from cancer, in July 1952.
The party was over. Austerity measures, including pressure on
wages, prefigured a reversal of strategy. An export drive displaced
the industrialisation campaign. Having bought cheap at home and
sold dear abroad to maximise savings and foreign exchange
earnings at a time of high world commodity prices (and sold cheap
at home to raise real incomes thus fostering domestic demand for
manufactures, and in order to subsidise industrial purchasers of
agricultural inputs), IAPI began to buy dear at home – offering
producers prices above prevailing international levels in order to
encourage output – and constrained domestic commodity
consumption in order to create an export surplus. Having repa-
triated the foreign debt and closed strategic sectors to foreign
investment, loans were sought in Washington and European and
US industrial firms were encouraged to establish branch factories
in Argentina and, in a symbolic reversal of earlier strategy,
Standard Oil was awarded exploration licences. The regime also

Industrialisation and Development 135

Ch06.qxd  04/10/02  07:42  Page 135



sought to promote regional trade through bilateral arrangements
with neighbouring republics – projects that echoed schemes of the
1930s and prefigured moves towards regional economic inte-
gration in the 1960s. Enshrined in the Stabilisation Plan of 1952,
these measures, and accompanying devaluation, differed little from
remedies later proposed by the International Monetary Fund.

Whereas the 1947 five-year plan had envisaged the mobilisation
of domestic resources through state agencies to foster investment in
strategic sectors such as energy, transport and heavy industry, and
regional and sectoral diversification of manufacturing, the 1952 Plan
emphasised productivity enhancement through wage control, partial
price deregulation, encouraging foreign investment and the
promotion of traditional exports. While the language of the 1947
and 1952 five-year plans emphasised the collaboration of capital and
labour and pointed to the goals of national economic independence,
post-1952 measures were closer to conventional liberal economics
than statism, not least with regard to manufacturing where it was
acknowledged that imported technology and direct foreign
investment would be accorded special status. These measures were
far too liberal and internationalist for nationalist segments of the
regime. And, perhaps because private domestic and foreign agents
doubted the commitment of the administration to the new strategy,
the short-term growth gains were insufficient to save the regime. If
the populist regime was no longer committed to a nationalist, pro-
industry project, what was the point of Perón? Workers were
confused, business was equivocal, and the military changed sides.

The regime disappointed its supporters and failed to win over its
critics – commercial interests, international business, estancieros
and, by the early 1950s, the Roman Catholic Church. If there was to
be an ‘open liberal economy’, why not a return to open politics? In
1955 Perón was overthrown. After a moment of conservative-statist
indecision, the incoming military regime pledged to open the capital
account and encourage foreign investment and restimulate overseas
trade: in short a continuation of post-1952 Peronist strategy. In
addition, the regime promised to dismantle the interventionist appa-
ratus that had been consolidated since the mid 1940s and to adhere
to the new liberal order envisaged at Bretton Woods. 

The post-1955 reality, however, was quite different from that
promised by the ‘Liberating Revolution’ (Revolución Libertadora).
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Although strenuous efforts were made to ‘discipline’ labour – and
there was an ideological commitment to and move from a ‘distribu-
tionist’ Keynesian-style model to an accumulationist strategy,
dismantling statist corporations and jettisoning developmentalism
proved virtually impossible. The share of wages in national income,
which had increased by about ten percentage points from the mid
1940s to 1950 (rising from forty per cent to almost fifty per cent),
was squeezed and touched thirty-nine per cent by 1959/60, (it had
already been contracting during the last years of the Peronato), but
promoting growth in exports and stimulating private investment
proved more difficult. Expressed as a percentage of GDP, exports
remained stubbornly around ten per cent for the latter part of the
decade. In large part, this was due to the unwillingness (or inability
due to a lack of alternatives) for post-1955 regimes to resist
squeezing agriculture. Despite the market rhetoric, there was no
wholesale abandonment of export price and exchange intervention.
The military refused to disgorge their expanding industrial empire
while manufacturers had become addicted to subsidies – privileged
access to credit and foreign exchange as well as basic inputs.

Developmentalism (or developmental-nationalism) had taken
hold. Social actors such as the industrial entrepreneuriat which had
been politically marginal until the inter-war decades was now larger
and more vociferous. Pro-industry strategies promulgated by the
United Nations Economic Commission for Latin America and asso-
ciated with the analysis of Raúl Prebisch, sometime director of the
Banco de la Nación and head of the Central Bank, fell on fertile
ground. Strategic industrial restructuring appealed to nationalists,
reformist radicals, sections of the military and technocrats, as well
as the likely principal beneficiaries – industrialists and urban
workers. Perhaps this also accounts for shifting attitudes to
organised labour by both the military and traditional political
groups. Labour had also gained a voice in the 1940s. In this respect,
socio-structural changes that had occurred during the 1940s were
irreversible. The balance of the economy and society had shifted.

The critical issue was how to maximise the opportunities
created by these developments – how to harness competing
domestic demands and changes in the international environment in
a way that enhanced rather than constrained productivity growth.
In this there was a conspicuous and profound failure. From the
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1950s to the 1980s there was little real growth in the system: in
constant monetary terms, there was little change in levels of GDP
per capita and only modest welfare gains. Instead of resource
generation, there was reallocation among sectors and groups with
only marginal efficiency gains. Fiscal indiscipline, balance of
payments crises and inflation became endemic. In virtually every
sector of the economy, a productivity gap opened and widened
over time in comparison to neighbouring countries and other areas
of recent settlement. 

Desarrollista ideology was broadly embraced during the short-
lived Frondizi presidency but there was a concerted effort to
address the problem of arbitrary policy change and to tackle struc-
tural deficiencies in a systematic fashion. Target sectors included
steel and energy. Given the availability of oil resources, it was
assumed that the republic could become self-sufficient. Developing
the refining capacity of the state oil company, YPF, would break the
stranglehold of foreign oligopolies. There was to be a ‘battle for
steel’ and a ‘battle for oil’. In view of ‘horizontal industrial
expansion’ during the Perón period, when policy had resulted in the
production of more-of-the-same, often through the proliferation of
small firms, the logic of favouring the expansion of basic industries
was undeniable. In retrospect, the project was probably one of the
most consistently pro-industry and pro-business strategies observed
in Argentina. Government credit expansion also lifted the
investment rate. In its own terms, the project was successful.

However, the growing nationalist rhetoric of developmentalism
alarmed some sections of the domestic and foreign business
communities and their associates in the military. Growth rates
were high, but volatile. The public sector deficit grew and, in spite
of an improvement in the terms of trade, soaring imports and
erratic export expansion soon triggered a balance of payments
problem. The ensuing orthodox stabilisation package may have
restabilised the economy, but the recession destabilised the pro-
industry alliance. Regime changes brought policy reversals:
favouring exports at one moment, domestic production at another;
sometimes encouraging capital inflows, at others sending distinctly
negative signals to foreign investors; sometimes adopting a
Washington tone of economic orthodoxy, at others employing the
language of pragmatic developmentalism.
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During the roller-coaster years between the removal of Perón in
1955 and the military coup of 1966, the direction of causality
between abrupt policy change and macroeconomic imbalance
remains a matter of debate. Did sharp policy reversals provoke
instability or did economic volatility compel drastic policy change?
Whatever the cause, there is no denying that policy inconsistency
exacerbated instability. The only constants were a growth in money
supply (punctuated by attempts at monetary correction/contraction)
and wide variations in rates of price change. In the mid 1950s and
early 1960s there was further slippage in the share of wages in
incomes, largely due to wage freezes and repression of trade union
activity. This could suggest an ‘accumulationist’ outcome. The
apparent squeeze on the share of wages in national income was
partly offset by a decline in the real price of basic wages goods. The
rise in real wages permitted increased consumption of consumer
durables and, possibly, reduced social tensions normally associated
with a decline in the share of wage in total incomes. Yet a rising
share of profits in national income did not necessarily translate into
sustained investment growth, nor increased productive investment.
Nevertheless, these related phenomena – a modest rise in the share
of national income captured by profits, coupled with some real
growth in purchasing power – point to changes in the structure of
the economy.

By the mid 1960s, industry may have accounted for around
one-third of total economic activity. The principal features of the
growth in manufacturing were structural changes in the compo-
sition of total production and in the size of enterprises. The two
phenomena were related and largely driven by the ‘transnationali-
sation’ of business. There were above average increases in the
production of intermediate goods, consumer durables and capital
equipment. The position of foreign firms became particularly
pronounced in sectors such as petrochemicals, machinery and
equipment, motor vehicles, chemicals and non-ferrous metals.
Increases in the scale of production was consistent with modest
real reductions in the price of manufactures, notwithstanding high
levels of protection, and substantial reinvestment of profits by
overseas corporations – a process that was particularly responsive
to changes in policy. If an increase in the scale of production
implied greater efficiency, more capital intensive methods of
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production also meant sluggish job creation. This enhanced divi-
sions within the labour movement. Workers employed by the large
foreign-owned corporations that dominated more modern
branches of industry tended to enjoy higher wages and better
conditions of employment than those with jobs in smaller domesti-
cally owned companies and the state sector. Foreign corporations
exhibited higher rates of capital formation, invested fairly heavily
in new plant, and employed skilled workers. National firms
invested less and kept production costs down by recruiting cheap,
unskilled labour that was flooding into the cities from the coun-
tryside. There was a fairly close correlation between productivity,
profits and wages. Manufacturing was becoming dichotomised.

The most productive (and profitable) sub-sectors of manufac-
turing were those where foreign capital predominated, notably in
motor-mechanicals, electrical and pharmaceuticals areas. Nationally
owned companies tended to predominate in the production of wage
goods such as textiles and apparel, processed foods and beverages,
and tobacco. The presence of the state (largely military-owned firms)
was most observable in sectors like steel, oil refining and transport
equipment. This sub-sectoral ‘division of labour’ was not peculiar to
Argentina, but seems to have had a particularly adverse impact on
the formation of an effective business lobby, capable of adopting an
independent position with regard to government. Indeed, this was
one of the most pronounced paradoxes of the period. At a time when
the state was assuming a larger role in the economy, and technocrats
were active proponents of state-led industrialisation, manufacturers
were fairly weak and divided.

There were other dichotomies. A productivity dichotomy
opened: general, all-round gains in productivity in sectors such as
petrochemicals, chemicals and cellulose, and (some) metallurgical
sectors was offset by the failure of other branches to lift
performance. In addition, sub-sectors of manufacturing where
foreign firms predominated tended to be more import-dependent
than domestic firms which bought inputs locally. Dynamic sectors
of manufacturing were, in effect, more integrated with the world
economy than the domestic market, though benefiting from
subsidies, protection, official incentives and financing operations
increasingly on the basis of ploughed-back profits. However, it was
probable that foreign businesses tended to respect national labour,
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social and fiscal legislation to a greater degree than smaller national
firms – or, indeed, many state/military companies. All businesses,
however, were dependent on the policy regime. Protection, access to
subsidies credit, the provision of subsidised inputs (whether
imported or produced nationally), the exchange regime and official
interventions in the labour market were critical to firm profitability.
As the regulatory regime expanded, the potential for rent-seeking
and corruption increased. Corruption was not simply a mechanism
to obtain special favours, it was also a means of safeguarding firms
against arbitrary changes in the policy regime – a distinct possibility
as the political environment became more fragile.

Industrial sector dichotomies, dependence and distortions
provoked heated debate in the mid 1960s. Moreover, by this point
is was also obvious that while the agricultural sector was no longer
the principal source of savings, it remained the main generator of
foreign currency earnings. Industry did not cover its own import
requirements – nor realise the exchange necessary to service profit
remittances and royalty payments. Manufactures hardly figured in
the export schedule, providing barely one per cent of total exports.
Nevertheless, for some years after 1964, there was greater stability.
Monetary policy and credit policy were fairly successful: abrupt
credit squeezes were avoided. The pace of economic activity picked
up – albeit in an uneven fashion. Around 1966/7, the ‘bureau-
cratic-authoritarian’ military regime effected a wage freeze under
the guise of government supervised collective bargaining – arbi-
tration became compulsory. This could not be maintained, but
once again represented official and business determination to
implement an accumulationist strategy, viewed as essential to close
the productivity gap and foster investment. The prevailing
orthodoxy was that inflation was largely a wage-cost
phenomenon. The period 1967–69 saw another cycle of trans-
national corporate investment, signalling the success of efforts by
the military government to present a ‘business-friendly’ face to the
outside world.

This pro-business stance did not, however, bring much relief to
the agricultural sector. During the early years of the first Peronist
ascendancy, latifundistas had been antagonised by the price policy
of the monopoly state buying agency (IAPI). They had also been
alarmed by references to agrarian reform contained in the Peronist
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political discourse and planning documents. These echoed analyses
of the inter-war decades that correlated high productivity and scale
of land holdings: medium-sized, owner-operated farms were
thought to be more efficient than huge cattle ranches or farms let
on short leases to tenant farmers and share-croppers. Investment
rates were higher for medium-sized holdings while share-cropping
was associated with wasteful, land-exhausting practices and lati-
fundia with an underexploitation of resources. The displacement
of Argentina by Canada in the ranking of international wheat
producers in the 1920s had concentrated agriculturalist and
official attention on problems of rural efficiency. The principal
solutions envisaged at that time were investment in marketing,
storage and transport. As indicated above, new road and railway
construction in the central pampa was designed to reduce shipping
costs and the construction of grain elevators intended to reduce
handling costs and ensure that farmers could maximise price
opportunities. Notwithstanding these efforts, the structure of land
holding continued to be viewed as a structural constraint on rural
efficiency, as well as being socially regressive.

Analyses of the 1920s and 1930s had an impact on Peronist
polemics and, to a lesser extent, policies. There was some land
nationalisation after 1946, and approximately two million
hectares was set aside for colonisation, but the overall pattern of
land ownership was little affected. However, land reform had
become a political issue and was coupled with measures such as
rent freezes for tenant farmers (maintained until around 1950) and
rural labour legislation which markedly improved the wages and
working conditions of peones in the sugar zones of the north-west.
For the first time in modern Argentine history, landowners as a
class felt threatened – and politically isolated. Often cast as anti-
patriotic (and, occasionally, as class enemy), Peronist rhetoric
failed to differentiate between demonised latifundistas as political
opponents and essential economic agents. Perhaps they were
becoming more focused on producing for the domestic market and
were less well organised: Peronist discriminatory agrarian
strategies had a greater adverse impact on cereal producers than on
cattle barons, the particular butts of party propaganda.
Unsurprisingly, despite the distinctly modest redistribution of land
and the reversal of official buying policy around 1950, the
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language of land reform, policy interventions in rural letting and
labour relations, and the ‘nationalisation’ of rural profits through
the purchasing policy of IAPI were interpreted by land-owners as a
generalised attack on agriculture and their socio-economic
position. Uncertainty, as well as the high cost of locally produced
agricultural machinery such as tractors and also of fertilizer,
explain the undercapitalisation of agriculture. (In 1956 the tractor
‘deficit’ was calculated at around sixty per cent. There was a
similar deficit of agronomists.)

Yet the fall of Perón brought little fundamental relief to farmers
and cattlemen, even if they were no longer demonised. Structural
defects such as inadequate credit and marketing arrangements
remained. Skilled rural workers, along with veterinarians and
trained managers, remained in very short supply. Most areas were
also beginning to experience a haemorrhage of unskilled workers
to the cities. This was largely due to the continuing anti-
agriculture/pro-urban bias in government policy. Rural prices
continued to be set at levels that reflected urban-industrial prior-
ities – cheap food and low cost inputs – and enduring efforts to
‘capture’ foreign exchange. Skewed prices and underinvestment,
coupled with abrupt policy changes, account for sharp fluctuations
in agricultural production and perverse behaviour for much of the
1950s, the 1960s and the 1970s, in spite of a recovery in the
volume of exports in the mid 1960s and the latter part of the
1970s. On the contrary, given increasingly rigid supply
constraints, export growth could only be achieved by constraining
domestic consumption. When real rural prices were raised, farmers
and cattle producers often withheld commodities from the market,
anticipating further increases. Sharp declines in price could trigger
sudden surges in supply in anticipation of further declines in
prices. Land was taken out of cultivation and herd and flock sizes
reduced, further limiting capacity to respond to favourable price
signals. Stockmen, in particular, were unlikely to act positively in
the face of real price hikes. Two or three years were needed to
effect a dramatic increase in animal stocks but experience demon-
strated little expectation of prices remaining positive for that
length of time. Structural rigidities and ‘perverse’ behaviour in the
rural sector were a function of policy inconsistency and epitomised
the general crisis of efficiency.
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In a number of respects, problems confronting the rural economy
reflected the growing social crisis. By the end of the 1960s,

strategies such as agrarian reform were unlikely to have more than
a marginal impact on macroeconomic efficiency or welfare.
Society was even more urban and industrial than a generation
earlier, when rates of urbanisation were already very high. And,
international markets for primary commodities remained volatile.
Social tension was reflected in a rising tide of labour disputes, dete-
riorating living standards, sectoral conflicts and the proliferation of
urban and rural guerrilla movements. Social and sectoral conflicts
mirrored economic stasis which was flagged by technical and struc-
tural failures, for example power blackouts, bankruptcies, ratch-
eting inflation and output stagnation. GDP per capita exhibited
hardly any growth between the mid 1960s and mid 1980s and from
the mid 1960s to the early 1970s the share of wages in national
income did not change dramatically, remaining fairly stable at
around forty-five per cent. There was a slight tendency for the share
of wages to fall before 1969 and rise thereafter. Some macroeco-
nomic indicators were also fairly stable. Money supply (in relation
to GDP) was kept under fairly tight control, save for a dramatic
surge around 1968–70. This does not mean that inflation was
brought under control, rather that there was a period of growth
with inflation, rather than stagflation that had characterised some
earlier years. To what extent this derived from the economic stabil-
isation launched by Economics Minister Adalbert Krieger Vasena in
1966, and to what extent from external factors, can be disputed.
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The Krieger Vasena strategy was designed to re-establish discipline
and ensure real price signals by means of monetary and exchange
policy – and through a wage freeze. Wage policy was accompanied
by both a crack-down on organised labour and the promise of
future accommodation. The 1966 military regime, like its prede-
cessor in 1955, was anxious to de-Peronise the labour movement.

However, by the mid 1960s, the nature of the labour movement
was changing. Industrial growth and the appearance of large
modern firms (particularly foreign corporations) had an impact
both on the composition of the labour movement and shop-floor
attitudes. In some factories there was a demand for greater union
democracy and a rejection of overt manipulation by Perón, now
ensconced in Madrid. In addition to growing confidence in some
sections of the labour movement, there was also worker
resentment at earlier changes to the labour regime, the wage freeze
and heavy-handed military manipulation of official unions.
Argentine society was also becoming more complex and articulate
– certainly more ideologically active. If factory workers, a signif-
icant proportion of whom were part-time students, opposed
government trade union strategy, sections of the middle class
objected to the intervention of the universities by the resented
military regime – purges that eclipsed memories of earlier Peronist
action to root-out opposition in the universities. Both firms and
universities were also threatened by government efforts to impose
efficiency on the state sector and reduce subsidies. The year 1969
opened with a rising tide of strikes and protests as radicals and
nationalists alike protested against social and business outcomes of
the new liberal strategy – rising domestic prices and the ‘denation-
alisation’ of manufacturing. Although protests occurred in various
parts of the country, the most spectacular event took place in
Córdoba in May.

The cordobazo caught the military regime entirely unprepared.
Economics Minister Krieger Vasena was flabbergasted that the
workers most directly involved were the highest paid in the
country and were employed in the most modern plants. (Athough
the share of wages in total income had remained fairly stable, real
wages had risen for most of the decade, notwithstanding the 1966
freeze, and Córdoba industrial workers had benefited more than
most.) There were echoes of the Paris Spring of 1968 as workers,
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students and some middle class professionals joined forces. As the
centre erupted into violence, the police and military were forced to
evacuate the city. It was a spectacular victory for forces opposed to
the regime and its efforts to ‘return the economy to the market’.
Although bloody retribution was exacted, Krieger Vasena resigned
and the event contributed directly to the exit of the military from
power in 1973. 

The departure of the economics team did not produce an
abrupt shift in policy, nor the long-term strategy, which was to
keep inflation within tolerable limits while promoting industrial
growth. Growth – and investment – would help resolve structural
defects like the productivity gap. But the conjuncture was not
favourable. Foreign investors were discouraged by violence and
nationalist rhetoric within and outside the regime. And the
government lacked both the will and capacity to deliver. The
ground was prepared for a new model that would be both national
and popular. Perón was on his way back just as the external
position – rising commodity prices – promised to ease the tran-
sition to a new model of development. Would there be a re-run of
the fiesta of 1946–49? The international economic and domestic
political conjuncture certainly favoured Perón. Sectional conflict
had induced a mood of exhaustion, even among vociferous anti-
Peronist interests. The ‘Old Man’ in Madrid was seen as the only
figure who could bring order to the growing political chaos – exag-
gerated expectations that were soon to be disappointed.

The remarkable world hike in commodity prices on the back of
the first oil shock of the decade produced a dramatic increase in the
reserve position after 1973 – a price shock that lasted until early
1975. In addition, political and economic optimism was reflected in
the 1973 social pact, arranged between labour and business, under
state auspices. The pact was renegotiated, though with less disci-
pline, the following year. The technique had been essayed with
some success in 1970/1 as the outgoing military regime had sought
to regain control of the economy so as to negotiate an orderly
return to the barracks. The objective then, as in 1973, was to
accommodate wage increases with the need to sustain investment.
To a degree these pacts represented efforts by labour to recapture a
share of productivity gains that had accrued disproportionately to
capital in the previous decade. For labour the carrot was that there
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was to be a phased increase in the share of wages in national income
to around the level that had last prevailed in the early 1950s, before
the introduction of the austerity package. For business, the stick
was the size of the Peronist victory in 1973. Concern about the
renewed influence of organised labour and rising worker expecta-
tions, highlighted the necessity of accommodation. Traditional
union bosses had a narrow objective, namely, thought changes in
the labour code, to recapture control that had been lost to reformist
leaders who were depicted as dangerous leftists. 

At first all went well. Windfall commodity price gains under-
wrote an expansion in public expenditure, which increased by
more than fifty per cent in real terms between 1972 and 1975.
There was something for everyone. Except, perhaps, for agricul-
turalists who considered that they were not getting a fair share.
The principal beneficiary was labour. Wages and employment
growth, particularly in the state sector, were pronounced. Business,
however, benefited from a generous regime of subsidies, but
private investment contracted. In addition, there were two
important structural reforms. New taxes, such as value-added tax
(VAT), were introduced. Representing a major addition to the
fiscal arsenal, VAT was a significant change to traditional methods
of funding the state. These had consisted of a plethora of (largely
inefficient) indirect, internal taxes, ‘witholding’ levies on exports
(retenciones), borrowing and inflation. The initial impact of VAT
was disguised by the rise in wages and subsidies to the private
sector which kept real prices down. The boom did not last. After
1975, foreign reserves fell sharply. Despite fiscal innovation, taxes
failed to keep pace with expenditure and the deficit was monetised.
Inflation kicked in and there was a balance of payments crisis – the
twin structural constraints of the post-Second World War period.

The death of Perón at the beginning of July 1974 had already
thrown the administration into turmoil. The economic crisis
simply exacerbated an already fatal internal power struggle. The
real economy appeared to be in terminal decline. There was no
prospect of a renewal of the social pact. Production was paralysed
by strikes and scarcities. Unemployment rose and output shrank
but the remedies proved worse than the infirmity, almost triggering
hyperinflation. If the economy was on the rack, societal tensions
were horrendous. The campaign of guerilla violence escalated
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throughout 1974–75. Bombings and kidnapping became almost
weekly occurrences, culminating in the seizure of the Borns,
owners of the Bunge y Born conglomerate. Competing guerilla
groups, some like the Montoneros loosely connected with
Peronism, appeared to be operating with impunity. Parts of the
countryside, notably districts of Tucumán, seemed to be under the
control of insurgents. Military installations and police barracks
were subject to attack. Exaggerated comparisons were being made
between Buenos Aires and Beirut.

The official response was not slow in coming. Co-ordinated by
the Social Welfare Minister, José López Rega, sometime astrologer
to the President, Isabel Martínez de Perón, the notorious Triple A
(the Argentine Anti-Communist Alliance [Alianza Argentina
Anticomunista]) engaged in a campaign of counter-assassination
and kidnapping. Each branch of the armed forces and security
services operated semi-clandestine units that initiated virtually
indiscriminate acts of violence. The organisation of state terrorism
was highly decentralised. In part this was due to the contending
ambition of different branches of the armed forces and police, but
more especially to facilitate denials of responsibility and limit the
capacity of civil society (either through individual special pleading
or collective action) to intervene. Until 1975 the military were
content to let others perpetrate the most audacious acts, but were
soon engaged in acts of murder, kidnapping and torture that
virtually amounted to institutionalised terror. The armed forces
and security services adopted a very catholic definition of
subversion that was capricious in its outreach. All forms of
activism – membership of recognised political parties, trade
unions, professional and student bodies – exposed individuals to
the probability of the visitation of violence on themselves, families
and associates. As contending sections of the administration
sought to protect their own interests and business and labour
scrambled to secure a share of a contracting resource pool, the
scene was set for the 1976 coup.

Many sectors of society greeted with relief the Process of
National Reorganisation (proceso de reorganización nacional)
initiated by the armed forces in March 1976. Exhaustion and a
sense that things could not get worse, only better, triggered acqui-
escence in some quarters and applause in others. In 1976 the
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symptoms of the economic and political crisis were all too obvious.
Looking back from that year, the underlying dynamics of socio-
economic involution were also quite clear. The history of the next
generation would be that of a search for solutions. During the
quarter century prior to the golpe, although annual rates of growth
were not unimpressive, Argentina had been outperformed by every
other important neighbouring republic (Chile was the only
exception among comparable economies) and by rapidly diversi-
fying East and South-East Asian countries. And per capita
performance indicators were far less robust than aggregate data.
Within weeks the tenor of the new regime had become apparent;
economically it projected liberalism – the freedom of the market:
socially and politically it offered extreme conservatism – the
violent suppression of any manifestation of discontent. Society was
to be depoliticised to facilitate the remodelling of the economy.

The new Minister of the Economy, José Alfredo Martínez de
Hoz, outlined both the assumptions underlying the new strategy
and its future direction. The role of the state would be defined. The
economy would be liberalised. Stability would be delivered. In
short, macroeconomic stability could only result from a radical
repositioning of the state and economic deregulation. While
Martínez de Hoz spoke of the need to restore ‘discipline’ to the
monetary and banking system and to ‘clean’ the public accounts,
his military colleagues pointed to the necessity of ‘cleaning’ and
‘disciplining’ society – their watchwords were ‘subversion’ and
‘national security’. For some, the appointment of Martínez de Hoz
was symbolic of a business-accumulationist agenda; descended
from a traditional landed family and, immediately preceding
ministerial appointment, he was president of the largest private
steel company. Perhaps the image was more powerful than the
substance; the new minister was a scion of the oligarchic clan, but
his involvement in manufacturing illustrated the extent to which
the landed interest had transferred resources into manufacturing
during the long post-war squeeze of rural profits. And the image
was reassuring for the internationalist component of the national
bourgeoisie, as well as for external agents. After the chaos of the
last years of the labour-dominated Peronist administration, it was
assumed that business would now have direct access to the levers
of state power. Even the international conjuncture was favourable:
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the terms of trade improved, and demand for Argentine exports
was on the increase.

The 1976 military government differed from its predecessors in
several respects. Like its predecessor in 1966, it espoused the need
for ‘social reform’ and economic discipline. Yet it broke with the
post-1940s pro-manufacturing consensus. The principal
difference, however, was the much higher degree of institutionality
demonstrated in 1976 compared with 1943, 1955 and even 1966.
The collapse of the corporatist alliance signalled by the chaos of
the last months of the administration of Isabel de Perón and the
utter exhaustion of civil society contributed to the power of the
regime. Even sections of the trade union movement encouraged the
coup. Nevertheless, the strength and determination of the military
derived from an internal cohesion. The extent of social and
economic disorder persuaded even the most legalistic officers of
the need for concerted action, while the sense of failure of the 1966
project (and the successful example of the military government in
Brazil) convinced officials of the importance of maintaining
internal discipline. The result was a substantial degree of inde-
pendence for the administration. This was reflected in unprece-
dented continuity in the Casa Rosa and the Palacio de Hacienda:
General Videla, selected to head the administration, served a full
term, as did Minister Martínez de Hoz.

Institutional stability, however, did not result in the economic
rationality favoured by the Minister. The economy was opened
and wages disciplined: ‘efficiency’ and ‘accumulation’ were
suggested by export growth, a massive inflow of foreign capital
and a near forty per cent contraction in real wages. Investment
levels recovered. Inflation was brought under control, falling from
an average monthly rate above thirty per cent in the period imme-
diately preceding the golpe, to almost zero in June 1976, and was
then maintained at a monthly rate of approximately ten per cent
for the following eighteen months. Subsidies were pruned. The
primary deficit was cut to one-quarter of the1975 level by 1977,
and remained low for the remainder of the decade. The economic
team also achieved a large degree of ‘isolation’ – protection from
special pleading – an advantage that would not be lost on some
future ministers of the economy. But there were limits. Public
expenditure was not brought fully under control. The military
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refused to disgorge business acquired since the 1940s. Competition
among different branches of the services, coupled with demands for
additional resources to ‘contain Chilean aggression’ in Patagonia,
demonstrated that the military would be exempted from financial
discipline. As a share of the budget, military expenditure doubled in
real terms during the second half of the decade. In exempting them-
selves from economic discipline, the armed forces imposed greater
pressures on other items of official expenditure. But these also
proved difficult to contain. From various quarters, not least the
military, there were demands that public investment and
employment be maintained. To a degree this chimed with the recap-
italisation project. It also accorded with the views of those sectors
of the regime that perceived stabilising society and the promotion
of Peronism without Perón as a nationalist defence against the radi-
calisation of labour by the left. This implied limits to both wage and
job cuts. On the contrary, as real wages fell, employment grew,
though mainly in services and the informal sector.

Irrespective of measures essayed by the new team, political
stability and the severity of economic contraction around 1975
contributed much to the growth spurt of the early period of the
Videla presidency. Fairly loose monetary policy also assisted the
natural bounce-back. Deregulation promoted business optimism as
did the low level of wages and the suppression of ‘agitation’. Low
wages also contributed to the export boom. As recovery gathered
pace, controlling inflation appeared to become the principal
objective of the Economic Ministry – possibly on the assumption that
stability alone would deliver structural reform – and, namely, that
deregulation with rising profits would result in productive
investment. However, deregulation, especially in the financial market
where the ceiling on interest rates and credit rationing/allocation was
abolished while deposits were guaranteed, made controlling inflation
more difficult in 1977. A further round of economic opening and pre-
announced adjustments of the exchange rate were devised to disci-
pline firms and the market. Periodic adjustments of the rate of
exchange, at below the level of price increases in the private sector,
were designed to make business more cost aware. Peso appreciation
due to the inflow of foreign capital and the exchange policy, which
made imports cheaper, was intended to compel firms to become more
competitive. Cheaper capital imports would enable businesses to
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become more efficient: the general removal of restrictions on imports
would make local producers competitive. It was a carrot and stick
approach rooted in market logic.

Unfortunately, all economic agents did not behave logically – or
did not share the same logic as the Ministry. Rising demand for
credit, from households and the government meant that the
financial sector was the main beneficiary. Those with liquid assets
found it more profitable to lend to the banks than to invest in
domestic production. After 1978, borrowing cheaply abroad and
offering high rates of interest to depositors, the banks financed
growing government expenditure and household consumption of
imported goods and services. Although companies did borrow,
government and household demand for credit crowded out the
business sector and drove up the real cost of domestic borrowing
even before the global surge in interest rates. In 1980 the budget
deficit was larger than in 1976 and public expenditure was substan-
tially higher than in 1975/6. As a result, there was a modest
recovery in real wages. Despite the rhetoric, the fiscal gap had not
been closed nor government expenditure curbed. What price, then,
was reasonable for economic liberalism and the discipline of the
market? External indebtedness was getting out of control just as
international interest rates were on the increase. The boom was
unsustainable: the era of ‘sweet money’ (plata dulce) was about to
end for companies, consumers and a government that had based its
legitimacy on growth, exchange rate stability and low inflation. All
the signs of a structural crisis were in place – as in 1889, 1989 and
2001. There was evidence of banking sector distress; bankruptcies
were on the increase; default on the domestic and external debt was
in prospect; international reserves were contracting; and the rate of
exchange was unsustainable. News of the collapse of one of the
finance houses and a massive trade deficit triggered a run on the
banks and capital flight. According to some estimates, US$20,000
million left the country between the first quarter of 1980 and the
first quarter of 1982. With the number killed and tortured during
the ‘dirty war’ placed at between 20,000 and 30,000, the regime
claimed to have stabilised society. On its own reckoning, it had
clearly failed to stabilise the economy. 

Economic mismanagement and the ‘repoliticisation’ of society
destabilised the transition within the proceso regime posted for
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1981. Military discipline fractured as the external environment
became even bleaker. There were internal divisions about the
timing and means of a possible return to democratic rule that
would be solid, stable and modern. Once again, political decom-
position accelerated the economic crisis. Although the interna-
tional environment was far from favourable – and the
international banks can be blamed for reckless lending to the
generals – the main causes of the crisis of 1980 were internal.
Perhaps deposit guarantees made savers believe that high interest
rates could be earned without risk and without harm to borrowers,
but the main cause of the collapse was the failure to control
government expenditure. Official demand for credit drove up the
cost of money and reduced the availability of capital for restruc-
turing at business level. Given the opening of the economy, this
jeopardised the position of even well organised businesses, making
mass bankruptcies virtually inevitable. Following bank failure, the
size of the state sector grew as the generals and admirals insisted
that basic industries had to be kept going – official protection that
was also extended to firms owned by friends of the regime.

The legacy of the post-1976 reform project was thus increased
indebtedness in both the public and private sectors, an even more
unwieldy state sector and capital flight. There had been a
substantial enhancement of the savings rate but this did not
translate into a major increase in the rate of investment due to the
composition, and export, of savings. Abrupt economic opening
and bankruptcy proved an unmitigated disaster for manufac-
turing. During the latter part of the 1970s industrial output
contracted and the share of manufacturing in total output shrunk
by several percentage points. There is little to suggest that these
changes brought generalised productivity gains: quite the contrary,
gains were patchy and the costs large. The shock opening had
occurred at precisely the point at which some branches of industry
appeared poised to make an export breakthrough: modest gains of
the painful 1966–76 period evaporated. Regime and system crisis
led inexorably to the last throw of the government – an attempt to
recapture political control by launching the Falklands gamble – in
an effort to restore cohesion within the armed forces and to
reconnect the military with society. Various actors were demon-
strating a willingness to raise their heads above the parapet. Grass
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roots movements like the Mothers of the Plaza de Mayo were
campaigning openly for information about the ‘disappeared’.
Different sections of the union movement were reorganising.
Business was voicing criticism. The political parties were more
visible. Civil society was no longer cowed by terror and gaining in
confidence in inverse proportion to the institutional crisis of the
regime. Unfortunately, efforts to establish the economy on a war
footing simply compounded the crisis: the fiscal deficit and
external indebtedness soared and the money supply ballooned. 

Military defeat brought democracy, political surprise and
economic optimism – and a determination to effect social inte-
gration. From 1983 until the end of the decade, notwithstanding the
audacious Austral Plan launched early in 1985, the main task
appeared to be the reconstruction of democracy and civil society
after years of brutal repression. Economic reactivation was regarded
as a dependent factor, though it was recognised that economic
growth would contribute to redemocratisation and social stability.
For Peronists, the victory of the UCR in the October 1983 elections
was a shock. For the first time in Argentine electoral history, the
Partido Justicialista (PJ) had been defeated in fair and free elections.
Another surprise was that the Radicals took half the votes. The
surge in electoral support for the UCR appeared to be at the expense
of all existing parties. Perhaps this explains why the incoming
government conflated democratic institution building with broad-
ening further its base of support across the politico–social spectrum.

The two principal concerns of the government were what to do
with the military and what to do about the external debt. When the
military seized power, the external debt (private and public) stood
at around US$8,000 million: by 1982 the figure was US$42,000
million. During this period the debt-to-GDP ratio rose from
nineteen per cent to sixty per cent and the debt-service-to-export-
earning ratio from twelve per cent to fifty-eight per cent. The
domestic public debt was also huge. Three-quarters of the external
debt was public, some two-thirds of which was in the form of
variable interest loans issued by international private banks.
Anticipating a democratic dividend from the Washington agencies
and foreign governments (and assuming that these would put
pressure on the international banks), the Alfonsín government
turned its attention to dealing with the military. It adopted a
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cautious but realistic stance with regard to the discredited armed
forces, arguing that they had to be made democratically accountable
and incorporated into society. The military had come to regard itself
as a caste, standing above society. It needed to be socialised and re-
educated in order to excise the tendency to intervene in politics. The
debt would take care of itself. Perhaps there was little need to nego-
tiate a meaningful settlement as no new money was likely to be
forthcoming, even if strenuous efforts had been made to service and
repay debts run up by the disgraced and discredited proceso regime
– and there was precious little surplus to spare.

In an attempt to buy support from voters, organised labour and
business – particularly the so-called ‘captains of industry’ (los capi-
tanes de la industria), financial–industrial groups that, due to size,
diversity and contacts had acquired sufficient flexibility to profit
from economic volatility and abrupt policy shifts – the adminis-
tration ran a loose, populist monetary policy. There was little alter-
native. And the arrangement suited the internal party requirements
of the Radicals. Drift, rather than strategy, typified the economic
stance of the government at this point. However, even if there was
little alternative, reaction was not a feasible long-term option.
Monetary expansion in the last year of the military regime
combined with the stance of the new administration to trigger a
further surge in inflation and a flight from the peso. And some-
thing had to be done about the external debt. Anguished Radicals
were compelled to swallow what had previously been unthinkable,
an approach to the International Monetary Fund. In September
1984 a standby loan of US$1.5 million was secured. The condi-
tions were fairly standard: tighter monetary policy, controls on
wage increases, reduction of subsidies and the phasing out of price
controls. There was scepticism at home and overseas about
whether the administration would or could deliver. It did not. By
1985 it was estimated that up to one-half the real stock of money
was held in dollars. Real wages were falling, unemployment rising
and poverty was on the increase. Hardly auspicious conditions for
democratic institution building.

In June 1985, the heterodox Plan Austral was launched. It was
conceived as a ‘war on inflation’ by Juan Vital Sourrouille, a
Harvard-trained economist who was not a member of the Radical
Party and had been appointed as Alfonsín’s second minister for the
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economy earlier in the year. The project was a heterodox blend of
Keynesianism and monetarism. Acknowledging the need for
macroeconomic stability, it was designed to stabilise the economy
with growth, rather than through recession, by means of a wages
and prices freeze and readjustment of relative prices. Arguing
correctly that inflation was largely driven by inertial factors like
indexation and adjustment strategies devised by all economic
agents based on expectations of continuing inflation, the Plan was
launched without consultation and abruptly in order to effect an
attitudinal change. The new team had learnt the advantages of
‘isolation’ from special pleading by rent-seeking entrepreneurs and
politicians. The new currency, the austral, was to be progressively
introduced in accordance with a sliding conversion table designed
to prevent windfall gains and losses that often accompanies sharp
devaluations. The wages and prices freeze was similarly adjusted
for residual inflation, with fairly generous corrections being
allowed for basic wages. In future, indexation was outlawed: index
clauses in contracts could not be enforced through the courts. The
government promised fiscal and monetary responsibility.
Additional income would be raised in the usual way – increasing
public utility prices, taxing exports and making the revenue service
more efficient. Privatisation was on the agenda as a means of
making the state itself more efficient, and smaller. Together, these
measures and promises were intended to promote good behaviour
by all major players – labour, business, tax-payers and the state.
Collective good behaviour would be mutually beneficial.

The Plan was an initial success. Electorally, the UCR parlia-
mentary majority increased. This, and the prosecution of juntas of
the proceso, enhanced the reputation of the administration and the
institutionalisation of democratic accountability. With convictions
against several members of the juntas and high military command
secured, and economic reconstruction underway, the moment
appeared opportune to draw a line over the past by limiting the
number of future prosecutions. The 24 December 1986, Last Stop
(Punto Final) Law, determined that only cases placed before the
courts in the next sixty days could be prosecuted. The law was
enacted as the courts were about to go into recess for the
Christmas and Summer break and it appeared that the number of
prosecutions would be small. Instead, judges and lawyers decided
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to abandon their holidays and processed depositions. The
misjudgement reduced the credibility of the administration, antag-
onised middle ranking officers who had expected to escape justice,
and jeopardised the project to reincorporate the military into
society. Barrack protests in the second quarter of 1987 did not
portend a full-scale military rebellion. Instead they produced mass
street demonstrations in favour of democracy. But the course of
events undermined the position of the government with the public
at large and brought into question the strategy to rehabilitate the
military. And the timing could not have been worse: the Austral
Plan was unravelling. Economic agents were not engaging in
mutually beneficial responsible behaviour and the state appeared
reluctant or unable to deliver its side of the bargain. Although
inflation was held at historically low monthly rates from July 1985
until the beginning of 1986, and public confidence remained high,
investment had not picked up. The wages and prices freeze had not
been eased as posted. It proved impossible to negotiate a social
pact around Easter 1986 that would have seen levels of wage and
prices agreed by government, business and labour. In the face of a
lack of common consent, the administration imposed its own
solution. A wages-and-prices shock as had been introduced in July
1985 could work. However, the imposition of a second ‘shock’
reduced the credibility of the mechanism – and more ‘shocks’
would follow. The strategy and the administration lost credibility.
The economic and political cycles were impossible to synchronise:
the UCR lost heavily in the second mid-term and gubernatorial
elections of September 1987. Having held 130 seats in the 254-seat
lower house of Congress, the Chamber of Deputies, before the
elections, the Radicals were reduced to 117 seats. Although the PJ,
already the largest party in the Senate, only increased its represen-
tation from 103 to 108 seats in the Chamber, the party took 16 of
the 22 provincial governorships. This boded ill for provincial fiscal
discipline. 

The lesson of the failure of the Austral Plan is that insufficient
Argentine were convinced of the benefits of low inflation. Too
many assumed that others were to blame for macroeconomic
instability – or could be made to cover the costs of correction.
There was little trust in the system, only suspicion. After electoral
defeat in 1987, the administration never recaptured control of the
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economy. Domestic political opposition, growing scepticism in the
international financial world, and a ruinous harvest all conspired
against successive (and increasingly short-lived) remedies to
impose economic order. And, presidential and congressional elec-
tions were due in May 1989. With tax revenues falling, the
government was driven to borrow more and more – at higher and
higher rates of interest – at home. In February 1989, the Central
Bank virtually exhausted its reserves trying to defend the
exchange: the banker to the banking system was virtually
bankrupt. In April the currency was in free fall and hyperinflation
had kicked in by the time the presidential elections were held: the
monthly rate of price increases for May was one hundred and fifty
per cent and the annualised monthly rate almost touched five
thousand per cent. The Peronist Party swept the board. The
Constitution prescribed a handover of power in December. After
the May elections it appeared that the country, confronting the
worst economic crisis in its history, was without a currency,
without a banking system and without a government. 

To its critics, the legacy of democracy in 1989 was undisci-
plined management of the fiscal and external accounts and a
failure to confront the problem of domestic and external indebt-
edness; and the growth, technology and productivity gap with the
rest of the world had widened considerably. Investment rates
which had clawed back to an average rate of almost twenty-one
per cent during the pre-crisis years of the proceso had plummeted
after 1980. During the second half of the 1980s the investment-to-
GDP ratio was less than two-thirds that of the late 1970s, standing
at less than fourteen per cent. There was a steady demonetisation
of the economy after 1986 and financial speculation, rather than
production, was the principal economic activity of the last years of
the UCR government. Unemployment and poverty increased as
production virtually ground to a halt in 1988/9. This catalogue of
negatives misses several positive features. After 1982 there had
been fairly strenuous efforts to address the balance of payments
problem. Partly due to luck (sluggish performance of competitor
economies) a growing export surplus was realised. The export
performance from 1982 to 1985 and in 1987 and 1990 was
especially impressive and included a rising participation of 
manufactures which accounted for over one-third of total exports
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by the end of the decade (a proportion that has not since been
exceeded). The downside was that in some years export expansion
was a function of domestic contraction. Moreover, running a very
large balance of trade surplus year-on-year implied inflationary
pressure due to a contraction in the volume of goods and services
available in the domestic market. There had also been a growth in
the scale of production. Steady export growth implied improved
productivity in regional and global markets. Arguably, the prin-
cipal, unintentioned legacy was the most telling – hyperinflation. If
inflation was a game of winners and losers, hyperinflation is a
contest in which nobody wins. All bad behaviour is penalised.
Moreover, despite the chaos, fair and free elections took place as
prescribed by the Constitution in May 1989 and, for the first time
in Argentine electoral history, a popularly elected president of one
party handed a democratic mandate on to an incoming popularly
elected president of a different political party.
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Even if the Peronist victory in 1989 was more an anti-UCR vote
than a vote of confidence in the PJ – given that the Menem

campaign consisted of vague promises and slogans rather than
programmes and policies meaning that voters had little idea what
they were voting for – it was a comprehensive electoral victory. In
addition to taking the presidency, the Peronists increased their
representation in the Chamber of Deputies to 127 seats (that is,
half the total number of seats), thereby gaining a comfortable
working majority in alliance with minority parties, and
strengthened their grasp on the Senate. Although Menem took
only forty-seven per cent of the popular vote (compared with the
fifty per cent obtained by Alfonsín in 1983), the overall electoral
arithmetic was much more favourable to him in 1989. This,
coupled with his skills as a coalition builder, gave Menem great
freedom of action. He employed these advantages to construct a
broad alliance within and outside the traditional ranks of
Peronism and, indeed, the party. Most surprising was the approach
to big business, the historic butt of the PJ. Even before the election,
Menem had been in contact with Jorge Born, one of the executives
kidnapped and ransomed (with little assistance from the then
Peronist administration) almost twenty years earlier. From these
contacts emerged the short-lived so-called Bunge y Born Plan,
when Menem assumed the presidency six months earlier than indi-
cated by the Constitution in the midst of a mounting fear of
economic collapse, and nominated as minister for the economy a
former Bunge y Born executive. The first cabinet was composed of
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a bizarre collection of individuals. Old cronies of Menem, former
provincial politicians, sat in the cabinet alongside representatives
of traditional PJ blocs, like organised labour, and reformists who
had opposed the nomination of Menem in pre-election primaries.
These were complemented by free-trade economists who had no
(or only very recent) links with the party. It was a surprisingly
pluralist body.

Having doubled the provincial payroll when governor of La
Rioja, Menem now supported state reform and the sale of state
corporations, strategies that the PJ had vociferously opposed
throughout the Alfonsín administration. Improving the fiscal
position and resolving state indebtedness were now regarded as
prerequisites if inflation was to be brought under control.
Establishing the credibility of the regime and the country was
essential for recovery which would depend on external assistance
(and/or the return of flight capital estimated to be around
US$40,000 million, or approximately equal to the foreign debt).
With the export surplus in 1989 likely to yield just over half the
sum required to service the foreign debt, something had to be done.
Default was not an option because it was no longer viewed as a
solution. Yet there was still insufficient agreement for a complete
dose of liberal economics. Big business might be in government,
but it was not the government and it was not entirely sure that it
wanted to bear a reasonable share of the burden of stabilisation.
The pace of state reform was slow. The government could not
refrain from borrowing. Little external assistance was delivered.
The exchange was slipping. Another bout of hyperinflation
loomed. Ministers of the Economy came and went. Something
audacious was required: Menem delivered – and more than once. 

The first shock was delivered at the beginning of January 1990.
Short-term, high-interest private deposits, denominated in
australes, were frozen by the monetary authorities. (Only about
US$270 in each account was exempted from the conversion.) Term-
deposits were converted into ten-year government bonds denomi-
nated in dollars, with interest and principal payment also due in
dollars. Freezing (or nationalising) these savings accounts served a
number of objectives. It prevented a surge in cash onto the market
that might drive inflation up and the exchange rate down. It was
designed to bring some stability to the financial market by changing
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highly volatile assets into potentially negotiable medium-term
paper. It was intended that rates of interest would be brought down
and in this way ease budgetary pressure – high interest rates were
driving the fiscal deficit and operating deficits of state corporations.
Second, in March, the government suspended payment to private
firms that supplied the state (often at inflated prices) and intro-
duced early redundancies for state workers. These macho measures
demonstrated a commitment to prune the budget and, by curbing
expenditure, the growth in money supply. Third, as recession began
to bite, the tentative privatisation of state corporations was intro-
duced. There were moments of backsliding: money supplied was
not always controlled as tightly as proposed and the privatisations
occasioned huge criticism, much of which was justified by the
degree of discretion and corruption associated with the allocation
of contracts. Nevertheless, if the key objectives of the sequences of
measures applied by Menem’s third minister for the economy,
Erman González, in 1989 and 1990 were to enhance the credit
position of the country by reaching a working agreement with
foreign bankers, to improve the health of the fiscal and external
accounts, to control monetary emissions, to privatise state corpo-
ration, and to liberalise markets (including the exchange market),
there was hard evidence of delivery and continuing commitment. 

The scene was set for the Convertibility Plan, introduced by
Menem’s fourth minister for the economy, Domingo Cavallo, on 
1 April 1991. The plan was based on a new monetary system,
further opening of the economy, and thorough reform of the state.
The monetary system, in effect a bi-monetary arrangement based
on the local currency and the dollar, was modelled on the Gold
Exchange Standard of the early decades of the century. Then, the
Conversion Office had accumulated gold and foreign reserves
against which paper pesos were issues. The Office also minted gold
pesos, but to all intents and purposes paper was the principal
medium of domestic transactions. Gold was largely employed to
settle the external accounts. Following a substantial devaluation
with convertibility, the domestic currency was to be completely
backed by dollar and foreign reserves held by the Central Bank
which, like the Conversion Office before it, would function as a
Currency Board. The Central Bank was free from political control
and prohibited from printing money (monetising the fiscal deficit).
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Apart from a small fiduciary limit, domestic currency would only
be issued against dollar reserves and the Bank would exchange
currency for dollars at the official rate on demand. The new parity
was backed by act of Congress rather than a Central Bank
directive. Implementing the new system through legislation was
inspirational. It gave the arrangement greater credibility by, appar-
ently, committing the political class as a whole to the project – or at
least those voting for it in Congress. Initially, the parity was 10,000
australes to the dollar. January 1992 was set as the date when a
new currency, the peso, would be issued at the rate of one to
10,000 australes. Hence the peso was to head one-to-one with the
dollar. The peso lost legal tender status: creditors could demand
repayment in dollars. The government, however, would only
accept pesos in payment of taxes and settlement of accounts with
official agencies. Opening the economy, along with the liberali-
sation of exchange transactions and abolition of price controls,
was intended to discipline the private sector. A hard currency
would deliver hard prices and compel business to take hard,
rational decisions.

Reform of the state meant removing the principal pressure
points on the budget. These were: the public corporations; the
social security funds; and the provinces. The federal budget was to
be brought into balance by tax reform – modernising the fiscal
structure and increasing the efficiency of tax collection. The
disposal of state enterprises had a dramatic impact. The inflow of
capital strengthened the external accounts, helped reduce external
indebtedness, and brought windfall budgetary gains. Loss-making
enterprises that could not be sold were closed: some were trans-
ferred to the provinces, supposedly in line with the devolution of
responsibility for social service provision to the provinces and
municipalities. The ‘problem’ of the social security funds was also
solved by privatisation – a switch from state agencies to private
pension funds. This was a controversial move that did not enjoy as
much popular support as the disposal of state enterprises. (The sale
of public enterprises was broadly welcomed by consumers but
opposed by state-sector workers.) Moreover, given the pay-as-you-
go nature of the state pension scheme, forcing those joining the
workforce into private pension schemes and providing sweetners
to encourage existing contributors to go private had negative
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financial consequences for the surviving state funds.
Disbursements to existing pensioners could no longer be funded
out of contributions by those in work. This represented a
substantial transitional cost that had to be borne out of revenue.
However, as the new private pension funds were required to invest
a large part of their income in government bonds, the projected
deepening of the domestic capital market envisaged by pension
fund reform was likely to benefit the government. Indeed, as the
decade progressed, the government made increasing demands on
the local credit market. Bringing the provinces to book proved
much more difficult. Although the federal budget was brought into
balance, uncontrolled provincial expenditure destabilised the
national acounts. One of the intractable defects of the tax system is
that the federal government is largely responsible for raising
revenue while the provinces function as spending machines. Other
defects include the shallow, skewed and unbalanced nature of the
fiscal regime which consists largely of socially inequitable,
economically pro-cyclical indirect taxes. 

Despite the flaws, the Convertibility Plan worked. It worked
because there was a large measure of popular support and some
distribution (though not an equitable distribution) of pain. During
the early years of the arrangement, there was growth with low
inflation. From 1991 to 1994 inclusive, output grew at an annual
rate of a shade under 8 per cent per annum: inflation averaged a
fraction over 28 per cent a year, but the consumer price index fell
sharply from 84.0 per cent in 1991 to 3.9 per cent in 1994.
Unemployment rose, but remained below double digits until 1994,
notwithstanding the accelerating pace of privatisation, while the
investment rate picked up. In addition, the project survived major
shocks. These were external and endogenous; economic and
political. The Tequila Crisis which began in December 1994, trig-
gered a currency crisis that affected many emerging market
economies, not least Argentina. There was an attack on the peso
and a run on the banks. In addition, with Constitutional Reform in
1994 that permitted Menem to stand for immediate re-election,
and presidential and congressional elections due in 1995, there
was political pressure on the budget. Arguably, the greatest
political threat to the Plan came with the resignation of Cavallo in
July 1996. Yet Convertibility survived these shocks. Post Tequila
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Crisis banking reforms brought greater stability to, and confidence
in, the system. Deposit guarantees and the growing presence of
foreign-owned banks in the local market generated a perception of
rectitude and permanence – with a global asset base, foreign banks
could not collapse and could be expected to defend their position
in the Argentine market. Before he left office, it also appeared that
Cavallo was bringing expenditure back under control. Moreover,
mid-term electoral victories for Menem and the PJ between 1989
and 1995 and Menem’s re-election in 1995 demonstrated public
support for the project. Voters would not elect mainstream parties
that did not support macroeconomic stability.

After negative growth in 1995, the economy recovered and
rates remained positive until 1998, though expansion faltered in
the latter part of that year. Year-on-year the inflow of foreign
capital increased from 1993 to 1997 in real terms, and inflows
remained substantial until early 2000, though the rate of new
inflows declined sharply after 1998. Increasing capital inflows
helped to cover the trade deficit (most pronounced in 1992–94,
and 1997/8) as privatisation receipts dried up after 1995. Foreign
direct investment, particularly in the productive sectors, had a
dramatic effect on competitiveness, first in the agricultural sector
and later manufacturing. Given the way in which privatisation was
effected – essentially the conversion of public monopolies into
private monopolies and contracts that precluded competition and
regulatory price intervention in the immediate transfer period – it
is unlikely that privatisation made a significant contribution to
global efficiency until after 1998, even while strengthening the
fiscal and external accounts. Nevertheless, export growth testifies
to efficiency gains in the productive sectors, not least during the
early phase of Convertibility when the peso was over-valued.
Similarly, positive export performance around the turn of the
millennium was not simply a function of the recession that began
in late 1998 and shows little sign of coming to an end before 2003.

Between 1991 and 2001 average annual total factor produc-
tivity gains were positive, unlike the previous decades. Total factor
productivity gains and export growth point to a narrowing of the
competitiveness gap with other economies. Critics of the ‘transna-
tionalisation’ of industry and opponents of globalisation fail to
grasp the nature of this transformation. International capital (and
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some activities favoured by ‘transnational segments of the national
bourgeoisie’) may be highly mobile – as illustrated by capital flight
in the late 1980s and late 1990s. But direct foreign (and national)
investment in production and social overhead capital is less
mobile. By its very nature, investment in these activities requires a
longer gestation period. It takes the long view and is intrinsically
more ‘committed’ to the national economy – even if demanding an
investment regime that conforms with international norms. Rates
of growth were more stable before the Tequila Crisis than after,
and the ‘size’ of the economy was probably still smaller at the end
of the 1990s than at the end of the 1980s, but the productive
structure became generally more efficient. The most obvious trans-
formations include the recapitalisation of infrastructure and the
diversification and upgrading of the primary sectors (energy was a
key growth sub-sector). The challenge of competitiveness
produced mixed results in manufacturing: important capital goods
sub-sectors disappeared, but in basic areas such as iron and steel,
agro-chemicals, and in intermediate sub-sectors such as motor
vehicles and household white goods, major technical and output
advances were recorded. Indeed, these branches of manufacture
achieved historic growth rates. And the structure of business
changed: firms became larger and more diversified, and more
internationally integrated – either regionally or globally. Not all
large corporations were transnationalised, though some of the
most profound changes in domestic enterprise occurred among
medium-sized firms in niche sectors, producing for the local,
regional and international markets.

Macroeconomic stability triggered interconnected social and
political demands. Social issues came to command the attention of
the public and politicians. Before the 1980s, Argentina possessed
one of the most advanced welfare systems in Latin America. The
bulk of the economically active population was covered by occu-
pational retirement pension schemes. Argentines also valued the
quality of public education and healthcare. There was modest
provision of public housing. Some of these services were adminis-
tered by government – national or provincial – and others by
agents such as trade unions or business corporations. Rates of
formal sector unemployment were low and the principal social
indicators – literacy rates, life expectancy at birth, income 
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distribution and the incidence of poverty – approximated those in
OECD countries. There were, of course, problems. Benefits – and
access to the system – were unequal. The administration of welfare
services was expensive and fragmented. Finance was a perennial
problem, compounded by demographic characteristics such as a
low participation rate and ageing. Too often, financial difficulties
were resolved by expenditure cuts (disguised by inflation) and
delayed payment of benefits, public sector wages and bills.
Nevertheless, there was a perception of a near universal system of
public welfare. Economic stability revealed the shortcomings of
the old system: hence the reform of the state pension system and
pressure for funding action in other social areas. Pension,
education and health systems deficits could no longer be hidden:
costs became real and inequities more obvious. In struggling to
come to terms with public service funding problems, there was an
overdependence on a market approach that probably denied social
problems the full attention that they warranted. Hence, in looking
to technical financial solutions to the growing social inequality and
poverty, governments tended to address symptoms not causes.
Convertibility – and increased efficiency – inevitably resulted in an
exponential rise in unemployment and poverty. For much of the
middle years of the decade there was a debate about the nature of
these acute social problems: were they transitional or structural?

Until the late 1990s, officials were inclined to emphasise job
growth, suggesting that this was a long-term solution to both
unemployment and poverty, and that the problems were largely
transitional. With privatisation and investment, capital had
displaced labour: firms were producing more with less workers.
But, ‘real’ jobs were being created and new sectors would emerge
to absorb labour being displaced from firms and sectors plagued
by feather-bedding. As the rate of open unemployment nearly
doubled between 1994 and 1995, election year, from 10.7 per cent
of the workforce to 18.4 per cent, it could no longer be argued that
growth alone would deliver ‘real jobs’ and thus reduce poverty. It
was difficult for middle managers and unskilled workers displaced
from state corporations to find regular employment, save in the
informal sector. Tighter budgetary control and the devolution of
services to the provinces (rarely accompanied by an effective devo-
lution of resources) and the privatisation of health services created
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a ‘new poor’ among sections of the lower middle class. Health
professionals and school teachers complained of a salary squeeze.
Society was becoming less equal, at least for many groups in the
formal economy. This resulted in growing antagonism – and
anxiety – about changes to the labour code that were supposed to
induce further flexibility and efficiency. Moreover, by the latter
part of the decade it was obvious that the labour market was
becoming segmented: high levels of unemployment in some sectors
and regions existed alongside tightness and escalating salaries in
others. There were skill shortages and structural deficiencies that
could not be resolved by the market. Consequently, there were
demands for a more sophisticated approach to social policy that
would deliver societal gains to match the economic achievements
of Convertibility. The clamour for a new social model to
complement the new economic model contributed to Menem’s
defeat in 1999. 

Corruption also contributed to the defeat of Menem. For
much of the 1990s there was an implicit compact between society
and the political class: the delivery of macroeconomic stability in
exchange for a tolerance of corruption. By 1994/5, stories of
corruption abounded in the press. Since the 1980s, Argentina had
enjoyed a high quality, independent print medium. The privati-
sation of formerly state-owned radio and television networks also
fostered plurality. The shortcomings of politicians were freely
reported. From these reports and gossip-mill rumours emerged
the picture that corruption permeated the whole political system,
from illicit deals arranged by Menem and his cronies to petty
(sometimes not so petty) pilfering by local political bosses. While
other parties and groups were far from immune from such
behaviour, by the 1990s the Peronist party machine had become a
distributionist confederacy that preyed on the state. Does this
account for the depth of PJ hostility (and sense of shock) at the
Radical electoral victory in 1983 and explain why Menem was
desperate to hang on to power in 1995 – and 1999? Recent divi-
sions with the Peronist Party, not least those between Menem and
Duhalde, derive from attempts to command and control the flow
of resources to ‘criminal mafias’ – a phrase much used by Cavallo.
Corruption does not so much oil the wheels of politics as engender
discipline. Out of office, the PJ degenerates into contending
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baronies, only able to combine around a character likely to deliver
the spoils of office.

The victory of Menem in 1989 confirmed the nature of the
Peronist Party: his electoral victories in 1991, 1993 and 1995
confirm the compact between society and the political class. In
office, before and after 1995, menemismo represented a threat to
democracy, by undermining democracy within the PJ, by repeated
efforts to change the rules of the political game and by institution-
alising corruption. Corruption, more than charisma, accounts for
the durability of menemismo. Although the image of the regime
was that of a strong popular president, rule by decree, the need to
reach agreements with minority parties in Congress, and ‘negotia-
tions’ with provincial governors all highlighted the need to deal –
and deals could only be made to stick with sufficient resources. Yet
voters had few qualms about returning the PJ in 1995. Economic
instability had driven politics off the agenda. However, by 1997/8
with an alliance of the UCR and the FREPASO in the making, and
both major political groupings committed to macroeconomic
stability, it appeared as if the electorate would have real choices in
1999. It is a moot point as to who broke the compact: society or
the political class. If society expected clean economics and clean
politics, it was clearly a demand that undermined the unspoken
arrangement. Or did the political class violate the arrangement by
exceeding the tolerable limits of corruption? 

The Alliance victory in the 1999 presidential and congressional
elections can be presented as a demand for economic stability and
political accountability. If society demanded a correspondence
between economic and political transparency, disappointment
would soon set in. In retrospect, perhaps the Peronists were not so
dirty, nor the Radicals so clean. In both parties there are those who
have struggled for greater internal democracy and accountability.
Both parties have employed bribery to sustain legislative
momentum, as the notorious Senate scandal of 2000 demon-
strated. In order to obtain a majority, the De la Rua government
systematically bribed opposition Senators. The scandal came to
light largely because a differential tariff had been applied.
Apparently some votes were more valuable than others. Moreover,
within a year of taking office, waste (often a mask for illegal
transfers of funds) and nepotism seemed to be as much a feature of
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the Alliance administration as that of Menem. The Social Affairs
Ministry and several social fund agencies operated particularly
loose supervisory regimes. A great deal of money simply disap-
peared from social assistance funds, as it had from the accounts of
state enterprises and, indeed, from the ministries during the
proceso. The inability of the federal government to enforce fiscal
discipline on the provinces was also largely a matter of discre-
tionary funding. In many respects, privatisation simply generated
more opportunities: foreign corporations were assumed to be
wealthier and easier to exploit – they had fewer political connec-
tions than home-grown financial-business groups.

Institutionalised corruption came at an economic and political
price. As the economy entered recession in 1998, public expen-
diture increased. Indeed, public expenditure had been on the
increase since Cavallo left office in July 1996 and continued to rise
after the 1999 presidential and congressional elections, in spite of
promises to the contrary. While other sectors of society and the
economy bore the brunt of unemployment, falling wages and
adjustment, the political class continued to spend more on itself.
Public anger at politicians of all parties was demonstrated in the
October 2001 mid-term elections. When current President
Duhalde (PJ) was elected Senator for the province of Buenos Aires,
his vote tally hardly exceeded the number of blank votes cast. In
the federal capital Senate race, more blank votes were cast than
those gained by the victor, Rodolfo Terragno (UCR). Since the
1950s, voting blank (en blanco) has been the accepted method of
protest, particularly during periods of military ‘supervision’ of
civilian governments. But never at a time of fair, open elections has
the scale of abstentionism approached that of October 2001.

Given the unforgiving nature of the Convertibility Plan, the
economic price of fiscal delinquency was even greater. Failure to
close the fiscal gap resulted in recourse to borrowing.
Unfortunately, borrowing was not cheap. One of the enduring
surprises, for proponents of Convertibility, was why interest rates
remained stubbornly high notwithstanding the removal of the
exchange rate risk associated with the new currency regime.
Continuing high rates of interest was held to be responsible for the
often sluggish pace of recapitalisation by domestic firms. Sticky
interest rates can be explained by several factors. There were other
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signs of institutional stress, notably captured in continuing high
rates of interest. First, that the markets harboured doubts about
the technicalities of sustaining the project – doubts that intensified
after 1999 – as debt service and the fiscal gap necessitated addi-
tional borrowing. Second, as during the mid 1980s, the growing
demands of the government for credit kept rates high. Third,
corruption, that is the inability of the political class to resist the
temptation to feather its own nest even at a time of deepening
recession and mounting poverty. This tendency raised the cost of
doing business in Argentina and undermined confidence in the
political sustainability of the project. To a very large degree,
corruption drove the deficit and, due to the associated pressure on
interest rates caused the collapse of Convertibility. From 1991 to
2001, the fiscal deficit averaged two per cent of GDP. Under a
Currency Board arrangement, a fiscal deficit of this order can be
sustained for one or two years, but not for a whole decade.

As the collapse of Convertibility was often predicted, it is
important to explain why the arrangement survived for so long. The
simple explanation is that the Plan delivered much of what it
promised: a decade of stability. The Convertibility Plan confronted
two related sets of problems. First, symptoms of economic malaise
reflected in three bouts of hyperinflation in the late 1980s and early
1990s. Second, underlying structural rigidities that produced both
instability and inflation. Decades of low or declining productivity
and increasing international uncompetitiveness manufactured an
economic time bomb waiting to explode. The package introduced in
1991 served as a catalyst, a controlled explosion that detonated the
bomb. Whether those problems could have been tackled differently is
still hotly contested. Shock therapy – rather than a phased sequence
of reforms – was essential to induce attitudinal change and prevent
the formation of sectional alliances that might have blunted both the
political will to implement reform and the impact of it. Moreover, the
Plan began to effect an attitudinal change among various sectors of
society and survived both the Tequila Crisis of 1994 and the
Brazilian, East Asian and Russian currency crises of the late 1990s. In
short, there was clearly much commitment from various quarters.
But that commitment became increasingly conditional as the political
class became more detached from society. This detachment under-
mined last-ditch efforts to sustain the arrangement. 
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With the advantage of hindsight, it is clear that there was a
sustained abandonment of the peso (and the banking system) by
households and firms throughout 1999 and 2000, a tendency that
accelerated in a sequence of abrupt surges during 2001. Although
measures designed to restore confidence in the currency and the
system had a positive impact, following each ‘correction’, peso
holdings and deposits never regained pre-correction levels. Perhaps
this ‘de-pesoisation’ of the economy explains why there was no
speculative attack on the peso in late 2001 – the demand for pesos,
to cover essential transactions, had already reached the floor. The
immediate causes of the crisis date from early/mid 2001, and
unfolded in two phases. Phase One occurred in early April when
the recently reappointed Minister for the Economy, Domingo
Cavallo, made a decision to adjust the Convertibility Law and
modify the Central Bank Charter. This followed the largest ever
monthly withdrawal of deposits from the banking system in
March 2001 – some US$5,500 million compared with a peak of
US$4,600 million at the height of the Tequila Crisis. (The March
outflow followed some US$2,000 million that had been with-
drawn from the banking system in the last quarter of 2000 with the
resignation of the Vice-President and uncertainty in the Ministry of
the Economy associated with the resignations of José Luis
Machinea and Ricardo López Murphy in March 2001.) These
changes were widely, and correctly, interpreted as indicating inde-
cision within the administration and prefiguring the decompo-
sition of the regime. The circumstances in which López Murphy
was appointed and resigned sent the worst possible signals to the
markets. The government – and the political class as a whole –
were unwilling or unable to take hard decisions. Cavallo stated
that the peso would be backed by the US dollar and the Euro – at
some point when the Euro would reach parity with the dollar. This
hinted at a move towards backing the peso with a trade weighted
basket of currencies. Adjusting peso backing was entirely rational.
But the moment was not opportune and the method entirely inap-
propriate: if the backing (and/or parity) was to have been changed,
it should have been done immediately, not flagged as a future
policy option. The measure proved counter-productive – coupled
with action that was perceived as undermining the independence
of the Central Bank and a reduction in the liquidity ratios of the
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banks, a massive outflow of reserves occurred. Between April and
mid July there was a haemorrhage of almost US$10,000 million.
Consequently, there was a phenomenal shrinkage in the domestic
money supply, provoking a further credit crunch at a time when the
economy was already more than three years into recession and bank-
ruptcies were running at record levels. This led to Phase Two: Plan
Cero Déficit. New taxes were introduced, notably a financial trans-
actions tax, and public sector salaries and pensions were slashed in
an effort to balance the federal budget (parliamentarians exempted
themselves from salary cuts, and congressional employees and judges
were also spared). Each month, expenditure was to be no greater
than covered by revenue – though Cavallo soon argued that the
annual target was the critical indicator. A new IMF package was
secured and interest-reduction negotiations opened with domestic
creditors. The Keynesian trap in which fiscal policy had been
ensnared since 1999 became even tighter: raising taxes and cutting
expenditure at a time of recession was likely to plunge the economy
further into recession; reduce tax receipts, thereby necessitating
further tax hikes or expenditure cuts to close the fiscal gap; and so
on. And, as stated, there was another telling indicator of public confi-
dence, or lack of it – peso holdings. From mid 1998, the public began
to express a marked preference for dollars over pesos. In June 1998,
the stock of money was composed of almost equal amounts of
dollars and pesos. Thereafter, demand for dollars increased steadily.
Peso holding fell, slowly at first, until plunging after June 2001.
Before the third quarter of 2001, dollars probably accounted for two-
thirds of the stock of money. While opinion polls showed high levels
of support for convertibility, Argentines were hedging their bets.
Coupled with the pressure of pro-cyclical taxation, the rise in
personal dollar holdings deepened the recession. In abandoning the
peso, Argentines were readily acquiring a currency that could
‘abandon’ the economy or the country. ‘Mobile’ dollars posed a risk
to the domestic money supply and the stability of the banking system.
Between January and August 2001, the money supply contracted by
almost one-fifth, peso deposits in the banking system by one-third,
and dollar deposits in the system by just under one-tenth. Agreements
with the IMF to ‘armour-plate’ the banking system and the interest-
reducing domestic debt swop (which facilitated a modest recovery in
the fiscal position) only brought temporary relief.

Convertibility, Poverty and Corruption 173

Ch08.qxd  04/10/02  07:43  Page 173



Despite continuing assistance through 2000 (when it could have
cautioned against irresponsible borrowing and reckless lending), by
early 2001 the IMF was becoming even more alarmed at fiscal drift
and political decomposition. Given its previous reluctance to push
Argentina off the peso-dollar parity, or insist on discipline, there are
a number of explanations why the Fund pulled the plug in late
2001. First, the IMF felt the need to re-establish its authority having
shown leniency to countries like Turkey and Pakistan. Sustaining
the post-11 September coalition meant that the Fund could not take
a firm line with Ankara or Islamabad. Talking tough – and dealing
tough – with Argentina, its most assiduous disciple, would send a
clear message to other potential delinquents. This explanation
carried some conviction. A second explanation is that the IMF had
convinced itself that the Argentine crisis could be contained. An
interesting feature of the gathering crisis in late 2001 was that there
was no speculative attack on the peso. As indicated, this was due to
the much reduced peso quotient of money supply and the prospect
of dollarisation. The demand for pesos had reached the floor and
there was a credible Plan B. Technically feasible – and potentially
fiscally beneficial, the only constraints on dollarisation were
mechanical (how to ensure an efficient distribution of dollars across
the country) and political. Elements of the corralito (the partial
freeze on bank deposits applied in December 2001) implied that
dollarisation was moving up the list of policy options. Hence, as the
markets had already discounted default, the Fund appears to have
assumed that default with dollarisation would limit the fall-out from
an Argentine crisis, not least on Brazil. By postponing the inevitable,
the Fund gave the markets and other economies time to adjust to the
Argentine default. This extended breathing space may have facili-
tated the installation of defensive mechanisms elsewhere but at the
cost of intensifying and diffusing the shock in Argentina. As the
administration forced local agents such as pension funds and banks
to absorb more and more government bonds, the final collapse in
the value of official paper pushed many banks and enterprises,
whose balance sheets were underpinned by government paper, to the
brink of bankruptcy and beyond, and jeopardised the well-being of
future generations of Argentines. This contributed to the outburst of
popular anger at the De la Rúa government in December 2001, and
continuing hostility to the Fund.
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The third explanation is even more compelling: namely, that
the Fund was anxious about the sluggish process of fiscal reform
and particularly alarmed at provincial government spending – the
continuing black hole in the public accounts. Official figures illus-
trate that, expressed as a percentage of GDP, Argentinians pay only
half the amount of tax as Brazilian, Chilean, Mexican or US
citizens – societies that are modestly taxed by most West European
standards. And there is an additional technicality: the government
received income in pesos but, as it borrowed to close the revenue
gap, an increasing proportion of expenditure became due in
dollars. This, in part, explains the final set of measures imple-
mented by Cavallo in December. The corralito was designed to
prevent the haemorrhage of deposits and exchange, but the ‘banki-
sation’ of the economy also brought more transactions into the
fiscal frame. Inevitably, however, the partial freeze was interpreted
as indicating banking sector fragility and the possible contraction
in dollar holdings used to back the stock of pesos in circulation.
(Moreover, by this time the growth in token money, such as pata-
cones issued by the province of Buenos Aires, suggested that an
increasing proportion of the monetary base was not backed by
dollar reserves.) Fiscal reform (and curbing the adverse impact of
corruption on macroeconomic efficiency and the public accounts)
had become a game of poker – the IMF decided to call the bluff
and see Cavallo’s cards. Did the political class have the stomach for
root and branch fiscal reform? Could the political class contain its
appetite for soft, discretionary budgeting?

Yet, if the lack of a fundamental restructuring of the fiscal
system explains the denial of credit in December, the Fund was
also culpable – or complicitly complacent. It should have
demanded corrective action earlier. Moreover, although the public
sector deficit had been rising through the latter part of the decade,
the Fund seemed unable (or unwilling) to appreciate the change in
the cause of the deficit. Around the middle of the decade, ‘soft
political expenditure’ explained the widening gap. The political
class was spending more on itself. Towards the end of the decade,
the economic team was bringing expenditure back under control.
There was a small primary surplus but this was offset by rising
interest payments. In short, debt service not political spending per
se was driving the deficit. Yet, the credibility deficit was even more
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significant: for how long would the politicians tolerate a squeeze
on public expenditure? Could they be relied upon to reduce the
public sector deficit to the much vaunted ‘zero’ of the August
plan. In the back half of 2001 the Fund set down a marker, indi-
cating that additional credit would only be made available to
bolster the reserves. There would be no new money to pay interest
on the old debt. Escalating interest charges would have to be
covered from revenue. 

Consequently, in an apparent reversal of IMF strategy articu-
lated since the Asian emerging market currency crises, there would
be no bail-out for Argentina. The Fund miscalculated both in
terms of the domestic political response to the crisis and in the
likely regional economic impact, but its action was belatedly
consistent with the unforgiving nature of a Convertibility Plan
Currency Board arrangement. The golden rule is that, in the long-
run, fiscal deficits cannot be tolerated. Plan Cero was the final
attempt to demonstrate this lesson to the political class, but it was
already too late. Spiralling indebtedness, itself a reflection of the
failure to impose fiscal discipline and the corollary of corruption,
only postponed and intensified the problem. By late 2001 the
dollar debt to GDP ratio was fast heading for one-to-one. Direct
foreign investment of the order of that of the mid 1990s and
recession-driven export growth thereafter no longer masked the
fiscal–political failure. By the end of the decade, depression and
growing disquiet at the political impasse resulted in reduced
investment inflows and greater dependence on the agencies.
Indeed, by 2000 there were signs of disinvestment that prefigured
capital flight in 2001. The institutionalised corruption of the
political class and fiscal responsibility had become a political and
an economic reference point. Politically and technically, it was
clear that a balanced budget was undeliverable. 

The year 2001/2 proved a catharsis for civil society, engen-
dering manifestations of civic responsibility as well as anger. ‘We
are Watching!’ ‘We will be Back!’ proclaimed banners in Plaza de
Mayo in mid January, reflecting a generalised loathing of the estab-
lishment. Rather than a problem, demonstrations should be
viewed as part of the solution. The participation of a broad
spectrum of Argentine society in non-criminal street protest is a
relatively novel phenomenon. Various types of protestors can be
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identified. Some may be categorised as ‘traditional organised
labour’. Others emerged from civic action movements such as the
Madres de la Plaza de Mayo, organised pensioner groups and
barrio associations. Yet others were epitomised by the cacerolazos
of late December 2001, January 2002, and beyond. While some
commentators dismiss the broader political impact of road
blockades engineered by rump discredited Peronist trade unions
bosses, it would be a mistake to underestimate the significance of
action involving a wider range of interests, not least the still
powerful and widely respected teacher unions. The cacerolazos
were a novel phenomenon, possibly representing one of the few
manifestations in recent Argentine social history of spontaneous
street demonstrations by the upper middle class. ‘Vamos a la Plaza
de Mayo!’ is not a slogan normally associated with the dueñas de
casa of Barrio Norte or Martínez or Acassuso, nor with white-
shirted bankers of La Cité. Indeed, in the not-so-distant past, these
were precisely the groups who would have been clamouring for
military intervention, or at least acquiescing to a military coup.
The descamisados and the camisas blancas do not share the same
agenda. For the poor, hunger and unemployment were more than
distant fears – they were present and palpable. For the middle
classes, acute anxiety about devaluation, the rate at which the peso
would settle (and likely impact on inflation), the freezing of bank
accounts, the fate of dollar savings accounts, and huge uncertainty
about future pension provision triggered surprise and moral indig-
nation – as well as fear. 

Continuing demonstrations by a broad spectrum of society
signals the strength of civil society, confident in its capacity to act
and to take responsibility for its actions, unconstrained by fear of a
military coup. (Perhaps this explains why some politicians were
anxious to talk-up the possibility of intervention by the armed
forces.) Direct action indicated a demand for the final reform – an
attitudinal and behavioural change by politicians. Direct action by
diverse groups is difficult to co-opt. It is also difficult to harness
and co-ordinate and can rapidly degenerate into violence that
destroys a sense of common cause. Yet, an active civil society can
serve to articulate fundamental demands and constrain wayward
politicians. There was a demand for honesty, transparency and an
informed debate about hard decisions to be taken. The route to
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restabilising the economy and stimulating growth must be via the
promotion of confidence in the banking system, namely by rein-
forcing Central Bank reserves and generating liquidity. In the first
instance, an injection of real resources into the system will depend
on the Fund. The international banking community, which has
taken huge losses, will not provide the necessary resources.
Argentine savers whose funds remain frozen want to recover their
assets rather than commit more saving to a bankrupt system. In the
short term, only the Fund can provide the necessary liquidity and
unblock the credit production chain. Increased liquidity should
reactivate the economy without inflation – though the history of
economic recovery suggests that the pace will be slow and fragile.
After approaching four years of recession and several quarters of
deflation, ‘bounce-back’ is inevitable and sustainable if confidence
can be re-established in the monetary authorities. Underutilised
capacity and the protective impact of devaluation can guarantee –
in the early phase of recovery – increasing activity without trig-
gering inflation or balance of payments problems. Despite the
peculiarities of the Argentine case, this is the lesson of the
aftermath of currency crises in other emerging market economies. 

There are, however, critical preconditions for sustainable non-
inflationary economic reactivation. These are socio-political and
fiscal – and imply that Argentinians have to bear more pain with
patience. Keynesian public expenditure must be targeted at areas
that have a direct employment and productivity enhancing payoff.
Social and economic infrastructural projects have a large job-
multiplier effect and low import requirement and, in time,
increased macroeconomic efficiency. Resolving unemployment
will contribute to re-establishing confidence in political stability.
Fiscal reform – a more equitable distribution of the tax burden –
will also contribute to the creation of confidence in the monetary
authorities and further contribute to the political sustainability of
the project. Those who profited most from stability need to
contribute more to economic reactivation and social reintegration.
There is no room for further cutbacks in the social budget. Quite
the contrary: additional expenditure is essential. Both the ‘unem-
ployment risk’ and the ‘inflation risk’ have to be kept to the fore
and in balance. Current statements on expenditure cuts are not
promising. Having escaped the dollar anchor/collar, the task is to
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formulate a convincing monetary policy – and establish a credible
exchange rate for the peso. As was acknowledged at the time, the
1991 Convertibility Plan was an effective, transitional mechanism.
The problem was that the appropriate moment to move from a
system backed by the dollar to one pegged against a trade-
weighted basket of currencies never arrived. The global economic
and domestic political/electoral cycles could not be synchronised.
The abandonment of the 1991 arrangement at the end of 2001 was
messy, but is a fact. As indicated, in the short-term, the recon-
struction of a credible monetary policy will depend on the IMF
and, in the longer term, fiscal reform and export growth.

Recession and corruption provoke doubts about political
stability. Growth strengthens confidence in political institutions
but only results in embedded institutionality where there is
effective accountability. If Argentina in 2002/3 suffers a confidence
deficit, corruption is the underlying cause of that deficit. The
nature of the crisis – and civil responses to it – create some grounds
for optimism. But a positive outcome to the opportunity created by
the crisis will depend on effective initial backing by the
Washington agencies and a change in the domestic political
culture. One public good that benefits all members of society and,
arguably, the poor more than many others, is monetary stability.
Repeated failures to find a solution to the crisis since the beginning
of January 2002 suggest that there is likely to be only one
economic outcome – dollarisation, but not at the previous one-to-
one parity. And, if an important public good – a stable currency –
can be guaranteed, will Argentinians finally accept the necessity of
shouldering a reasonable fiscal burden? The only thing that is
predictable is that the more intense the crisis, the more radical the
outcome.
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Argentine economic and social history demonstrates that rapid
growth in the late nineteenth century was predicated on

linkage effects deriving from a favourable factor mix – seemingly
inexhaustible stocks of fertile land complemented by imported
supplies of capital and labour – and insertion into a dynamic inter-
national economy. Around the end of the nineteenth century,
public officials and proponents of liberal theory measured growth
in terms of increasing population, an expansion in overseas trade,
inflows of foreign finance, and rising government expenditure, not
least on social overhead capital investment. But could, or would,
rapid export-propelled growth promote self-sustaining devel-
opment as predicted by classical economic theory? Domestic,
structural and conjunctural factors limited the dynamics and the
internal economic multiplier and social diffusion affects of export-
led expansion. Critics of liberal orthodoxy argue that the gear
change from growth to development was far from automatic.
Secular movements in the terms of trade against primary exporting
economies, particularly pronounced by the second quarter of the
twentieth century, were compounded by the closure of the frontier
in the 1920s and imperfect socio-economic institutional moderni-
sation. Hence export price instability and sluggish growth in the
twentieth century were due to a combination of internal and
external factors. Moreover, export-led growth had benefited a
narrow spectrum of society precisely because the model was
sectionally conceived by a land-owning oligarchy and its foreign
commercial and financial allies. The extensive system of
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production that had prevailed up to that point – dependent on
imports of labour and capital to exploit newly incorporated land –
was economically and politically doomed.

The precarious nature of extensive patterns of growth exposed
past failures to resolve problems of efficiency (associated with the
configuration of infrastructural investment, patterns of land tenure
and misguided official policy that resulted in regional, sectoral and
social imbalance). And, ill-considered strategies of ‘hot-house’
industrialisation undertaken during the 1940s compounded
economic disarticulation. The solution lay in comprehensive, state-
direct industrial expansion and greater export efficiency.
Unfortunately, state-sponsored industrial deepening failed to
realise the promised economic and social objectives. Programmes
of intervention and forced industrialisation had not resulted in an
efficiently regulated ‘semi-closed’ economy but induced adminis-
trative and productive inefficiency. A rent-seeking coalition of
business and the political class emerged: oligopolistic or monopo-
listic blocs ‘captured’ the strategy and the state. During the period
of government-directed, skewed development, income inequalities
worsened and the industrial sector became externally, rather than
domestically, integrated. There was a generalised failure to take
advantage of opportunities emerging in the international economy.
The result was relative decline and a fear of stasis and collapse, a
fear that was driven by mounting social turmoil and increasing
economic volatility. This engendered a search for solutions – first a
neo-strucuturalist accumulationist strategy and subsequently a
neo-authoritarian neo-liberal internationalist approach. Since the
1980s, the quest for economic stability and growth has occurred
within a democratic political framework and has been broadly
internationalist. 

The magnitude and, notwithstanding the events of 2001/2, the
durability of economic changes that have occurred since 1991
cannot be doubted, though severe problems remain. The long-
promised reform of the state and modernisation of the adminis-
tration is not too much in evidence, as indicated by the fatal fiscal
confrontation between the federal authorities and provincial
governments, and the cancer of corruption. Unsurprisingly, over-
hauling the tax structure and fiscal system has become an even
more pressing issue and now has to be confronted at a time of
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recession rather than expansion. Multilayered state indebtedness
and relations with creditors – at home and abroad – have to be
tackled. In the short-term, default may ease the cash-flow
equation: it is not a long-term solution. Large elements of manu-
facturing may be competitive but structural imbalances remain. A
more pro-active government role is required, not least because
manufacturing is pivotal for employment growth. Economic
recovery and greater labour flexibility alone will not generate suffi-
cient ‘real’ jobs. Business attitudes have changed, as have labour
expectations, in spite of the ‘corporatist rhetoric employed by
some traditional trade union bosses. Unemployment overhang will
reduce wage recovery, a factor that has both social and economic
implications. If low wages – particularly for the unskilled – and
sluggish labour absorption persist, inequity and poverty can only
increase, placing a further check on recovery and delaying market
deepening. Exports can obviously counteract slow expansion in
domestic consumption, but only so far. And there has to be an
open trade policy. Despite suffering (or provoking) the largest debt
crash in world history, regional and global reintegration is a reality
that has changed the character of contemporary Argentine
economy and society as a substantive process and as contributing
to domestic and international stability. International insertion
remains both a challenge and an opportunity.
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Since Independence, the key political questions confronting
Argentines have revolved around the state: the nature of the

state; how to finance the state; who ‘owns’ the state? The great
conflicts of the nineteenth and twentieth centuries derive from
these questions. The nature of those conflicts (and projected solu-
tions) have changed radically over time. But they have endured.
During the nineteenth century, political conflict over the state was
essentially regional/sectional. By the early twentieth century, there
was evidence of class conflict. Since the 1940s, conflict has been
sectoral and intra-sectoral. Continuity can be observed in the
relative inability of Argentine society to devise effective solutions
to conflicts over the state. Remedies have tended to mute, or
change the form of, conflict rather than resolve it. 

Ideas about nation-state formation emphasise the inter-
connection between security and stability, and between the
political and the economic. Advancing beyond Weberian defini-
tions of the state that are centred on its control of legitimate force
within a designated territory, recent concepts present statehood in
terms of a dependence on the consent of the governed and capacity
to act. Security is associated with sovereignty – a condition that
subsumes the internal and the external. Domestic order – ‘internal’
sovereignty – is critical to obtaining external recognition, the first
step to securing ‘international’ sovereignty. Fostering domestic
order (and hence sovereignty) depends on a capacity to internalise
conflict within the institutions of the state. This feature is the
bedrock of state formation. It enables the state to externalise
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authority through a monopoly of the means of coercion, to differ-
entiate control through legitimate layered institutions and to inter-
nalise a collective identity by means of symbols and sentiments
that foster social solidarity and national consciousness – a shared
ideology, the most effective mechanism of control, domination and
state survival. Economic growth engenders stability and legitimises
the state. Growth generates support, consolidates structures and
delivers survival. That is, growth increases the supply of public
goods that represent the contract between state and society:
rendering services in exchange for exactions enhances state
survival. State consolidation and survival depend on an ability to
mobilise resources and exert control. There are different ways of
realising resources and exercising control. Coercion and violence
may be effective. They are also expensive. Contractual or exchange
mechanisms are more efficient in the long-run and consolidate
support for the shared ideology. Public goods represent the state
and bind together its disparate components. The consumption of
public services in distinct regions and by various groups forge the
nation. Public goods are a tangible manifestation of national
identity, imparting substance to concepts of nation and state.
Argentine political society has fractured, rather than cohered, over
the means of funding the state and the supply of public goods.

Modern Argentine institutions took shape after 1853 following
the overthrow of the dictator Manuel de Rosas in 1852. But was
the arrangement encapsulated in the 1853 Constitution and the
1880 settlement – which resulted in the federalisation of the city of
Buenos Aires – a model for national development or the particular
project of a single group, namely the land-owning class of the
littoral provinces? Much of the controversy in the literature, and
arguments about the subsequent course of national history, stem
from this question. Thus was born a dichotomised view of state,
society and economy. Did the events of 1852 (or 1879/80) liberate
the country from a despotic past, substituting constitutionalism
and social progress for a bucolic barbarism of anarchy and vice –
the politics of contesting rural strongmen (caudillos) – and prim-
itive accumulation? Or was a system of traditional values – Roman
Catholicism, hierarchy (tempered by rugged individualism and a
rude egalitarianism) and national independence – sacrificed on the
altar of internationalism in the quest for transient, inequitably
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distributed, economic gain? In short, hallowed by the new national
charter, the 1852/3 settlement was a particularist project of the
agro-commercial oligarchy. Indeed, the formation of this group
preceded the formation of the state itself. Landowners ensured that
access to political life remained restricted and employed the state
to support a specific model – the project of the generation of the
1880s (la generación de ochenta), a proposal based on laissez faire,
state-facilitated production of exports and agrarian expansion.

Why, in 1948, did Perón feel it necessary to revise the 1853
Constitution? The constitución justicialista sworn in in 1949 was
to reflect the new political and economic reality. Like its prede-
cessor, the new document was aspirational: it sought to create a
nation that was socially just, economically free and politically
sovereign. However, in contrast to the earlier arrangement, the
new Constitution strengthened the role of the executive and the
federal administration. The central government was given greater
explicit control over other branches of government and jurisdic-
tions, and over areas of economic and social life. Whereas the 1853
Constitution had been formally federal and liberal, the 1949
Constitution was centralist, statist and, to a degree, socialist –
private property was no longer inviolate but had to serve a social
function. The 1853 document emphasised the conventional liberal
freedoms: that of 1949 stressed social responsibilities and the
economic and social obligations of the state. Did the new charter
offer a similarly particularist view of the nation, one that derived
from the age of mass politics? The current Constitution dates from
1994: among other changes, the new charter permits the imme-
diate re-election of a sitting president – something prohibited in
1853 but allowed in 1949. The road to constitutional change in
1994 was prepared by the Olivos Pact, an agreement between
former Radical President Alfonsín and the serving incumbent, PJ
President Carlos Menem. Viewed by its detractors as a sordid deal
to satisfy personal political ambitions and typical of the machina-
tions of the political class, proponents of the Pact presented it as a
means of creating the political conditions necessary to embed the
then fledgling process of economic reform. The re-election of
Menem was a precondition for the survival of the Convertibility
Plan. Without constitutional modernisation there would have been
a return to chaos. To use the language employed by Menem in the
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1989 electoral campaign, which echoed that of Perón in 1946, it
was necessary to create a new, fairer Argentine society and polity.
This would unite the Europeanised country of Buenos Aires and
the pampas – settled by immigrants and culturally rooted in
Europe and the Western world, la Argentina europea, with la
Argentina morena, a society that was of Latin America and had a
sharper experience of poverty and exploitation. This could only be
achieved through economic reform. This interpretation gives the
existing charter an aspirational tone and also roots the current
conceptualisation of the nation in a particular project. 
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Avigorous economy and a modern state emerged between the
1850s and the 1880s. The connection between these two

processes is still imperfectly understood but capitalist devel-
opment, and factors underlying state formation, ensured a
complex relationship between the ‘governed’ and those in power
that entailed interactions among diverse expressions of popular
action and the consolidation of institutions of the nation-state.
The result was the emergence of a civil society, enmeshed with the
building of a state, that gradually assumed capitalistic features.
These forces coalesced in the 1880s: a critical decade that
witnessed the parallel construction of state institutions and the
burgeoning of a civil society radically transformed by (and in
turn influencing) the state model being implanted. Key aspects of
state building included the final redefinition of the position of
Buenos Aires in the republic (produced by the federalisation of
the city of Buenos Aires and the abolition of the Buenos Aires
provincial militia), the introduction of a new national currency,
and the strengthening of national systems of law and adminis-
tration by massive investment in social overhead capital – a near
national system of communications gradually emerged in the
1880s. The result, compared with the first quarter century of
Independence, or the years immediately before 1880, was an
unprecedented period of peace. The relationship between state
institutional consolidation and the generation of political order
was direct and causal. The critical issue is the extent to which
institutionalisation occurred within a state open to all. Or, was
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the consolidation of ‘national political life’ a facade? Did the
substance of order and consolidation derive from a shadow
organisation, a parallel entity that performed many of the func-
tions of the state (settling disputes and generating mutual
support), but to which access was restricted?

The 1880s saw the development of the National Autonomist
Party (Partido Autonomista Nacional [PAN]) and the decline of
porteño party politics. This represented a rupture with the
political geography of the preceding twenty years. The PAN was a
coalition of regional oligarchies. As the decade progressed it came
to monopolise ‘national’ politics and eclipsed other parties.
Consequently, ‘party’ politics was largely represented by internal
rivalries within the PAN and not as conflict among contending
parties. Because the PAN did not have a well-defined internal
organisation, factional confrontations proliferated and came to
replace open electoral contests. In effect, party politics, and the
dynamics of politics as conflict, occurred among various factions
within the PAN. In the absence of significant ideological differ-
ences between contesting groups and a lack of firm loyalties, these
conditions resulted in the emergence of a political market place in
which presidential candidates ‘bought’ the support of provincial
factions in order to obtain sufficient votes in the electoral college
that selected the president. And the federal president, in effect,
controlled the supply of public goods and access to them. Thus an
‘alliance of elites’ controlled political life, almost without inter-
ruption, for forty years.

The roots of the PAN date from the 1870s, the final round of
an exhausting conflict between ‘nationalists’ and ‘autonomists’
who were largely divided about the role of Buenos Aires in the
Confederation. Traditionally, the pro-Buenos Aires party had
favoured a centralised polity in which the province (or the
provincial landed and commercial oligarchy) would perform a
leading role. The forces of federalism were stronger in the interior.
‘Autonomist’ sentiments tended to predominate among the
porteño elite, though there was a strong ‘nationalist’ undercurrent
there (just as centrist opinions were to be found in elements of
interior oligarchies) and both factions in the province often
combined in defence of sectional interests. In this respect, the divi-
sions between the groups was blurred and often influenced by
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personal antagonisms as much as principle. It is a moot point
whether the PAN represented the dominance of the interior over
Buenos Aires or, over time, served as a mechanism for porteño
factions to suborn the interior. In the 1870s, substantial elements
of the bonarense oligarchy chafed at the loss of provincial status
and railed against the successful election of four successive presi-
dents from the interior after 1868, following the retirement of
Bartolomé Mitre, a porteño, and first national president following
the reunification of the country in 1862. Mitre had been an ardent
defender of the interests of the province. Each defeat for the
Buenos Aires candidate in immediate post-1868 elections resulted
in bonarense protest and revolt, but all were suppressed by
interior forces supported by groups from within the province.
These rebellions and rivalries signalled continuing squabbles over
the distribution of resources. Hence, the federalisation of the city
of Buenos Aires in 1880, and the establishment of definitive
federal control of the Buenos Aires Customs House, the principal
fiscal resource in the country, have been presented as a victory of
the interior over the city. Since the 1820s, the porteño oligarchy
had jealously preserved a monopoly of the Customs House, allo-
cating resources to the interior at its discretion and in defence of
its own interests.

If the PAN was the creature of interior oligarchies in the face of
Buenos Aires opposition, how was it so successful and why did it
survive for so long? The answer to these questions is fairly simple:
resource growth that underwrote an expansion in the supply and
distribution of public goods. There are three methods of financing
the state: taxation; borrowing; and inflation. These mechanisms
are not mutually exclusive. Indeed, effective taxation enhances
state credit by increasing the capacity to service debt. All three
have distributional implications: who pays taxes (or covers the
cost of credit) and what interests benefit from state expenditure;
which sectors benefit from inflation and which do not? Inflation
financing was discovered during the early national period as
administrations in Buenos Aires printed paper (bonds, promisory
notes and currency) to cover the costs of the struggles for
Independence and later regional and sectional conflict. Silver may
have been the currency of the interior: paper became the common
circulating medium on the coast with specie and bullion employed
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mainly to cover international transactions. During the Rosas
period, the agro-commercial oligarchy discovered that by
restricting the access of the interior to overseas trade and by
retaining control of the Customs House, the burden of inflationary
taxation could be shifted elsewhere. Porteño merchants received
payment in foreign currencies, precious metal or coin while
defraying expenses in paper. The port ran a balance of trade deficit
with the outside world but a trade surplus with the interior. In part
this was because imports destined for the interior were taxed in
Buenos Aires, at the Customs House. Interior provinces were
obliged to cover their deficit with Buenos Aires in silver and
commodities. Buenos Aires paid for these commodities in paper
but, on re-export, received payment in metal. The city oligarchy
thus socialised the cost of inflation to other sectors in the province
and to the interior. This equation explains conflict over the
Customs House.

Endemic inflation in the early nineteenth century was no less
destabilising in the long-run than in the twentieth. It provoked
regional struggles – efforts by Buenos Aires to preserve its
monopoly of overseas trade and attempts by interior interests to
construct an autonomous political economy. The zero-sum nature
of Argentine provincial rivalry in the pre-1860s period can also be
explained by the lack of alternatives. By the mid-nineteenth
century, there were alternatives, largely deriving from the rapid
growth of the international economy. But a capacity to realise
these options was constrained by continuing factional disputes and
monetary instability that disrupted trade, undermined credit, and
frustrated the modernisation of production. The PAN may be
presented as a mechanism to stabilise that conflict through a ‘nego-
tiated’ distribution of assets – a process that was easier when the
asset base was growing. This was the arrangement of ‘peace and
administration’ (paz y administración) that assumed definitive
institutional form during the first Roca presidency. With the wool
cycle of the middle third of the nineteenth century, non-bonarense
littoral provincial oligarchies saw the prospect of breaking into the
international economy just as the growth potential of the littoral
market offered opportunities to interior interests. Export growth
and, more particularly, the flow of imports that exports financed,
facilitated ‘fiscal reform’. Imports could be taxed. Here was an

192 Argentina: A Short History

Ch09.qxd  04/10/02  07:43  Page 192



alternative method of financing the state that was less destructive
and less likely to provoke intra-oligarchic distributional conflicts
than inflationary monetary emissions.

The PAN came to serve as a diffuse nexus of interconnecting
interests embracing the ‘league of governors’ and the federal exec-
utive which held the purse strings. Into the purse flowed tariff
revenues and the fruits of external borrowing. A strong executive
was essential to ensure a reasonable distribution of assets. And the
PAN spent. Between national reunification (1862) and the eve of the
first Baring Crisis (1889), government ‘developmental’ expenditure
totalled $133.4 million pesos fuertes ($ here is peso) (approximately
£26 million). The main expenditure heads were: construction of
state railways; the payment of subsidies to private companies; and
‘public works’. In 1889 the consolidated federal debt was $354.1
million (£70 million). Federal largesse, notably the funding of
railway construction in the interior, assistance for provincial state
banks, and the payment of subsidies to strategic interior commodity
producers such as cane growers and sugar producers, integrated the
nation physically and politically – and greased the wheels of the
political machine. The use of the economic resources of the state
demonstrates the pragmatism of PAN political economy. Vaunting
the prevailing liberal order and economic internationalism, inter-
vention in key areas of national production (railway construction
and protection for domestic industries) was necessary to diffuse
growth and ensure stability. This was how the arrangement
delivered order and progress: economic prosperity ensured that
politics was no longer a zero-sum game and effected a break with the
disorder of the past. In the discourse of the period, economic ration-
ality subverted the destructive passion of politics, and induced
material and moral progress. Politics was to become the means of
resolving practical problems rather than great ideological issues.
Economic development delivered employment for idle hands – the
peones and malcontents who had supported Rosas and provincial
caudillos, and created space for modernising elites to embed a new
political order where previously there had been agitation and
conflict. Opponents questioned the morality of the oligarchic system
of politics and economics.

The Baring Crisis of 1889/90 – a crisis of corruption and confi-
dence as well as of development – checked and transformed the
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political economy of oligarchic politics. The economic shock
threatened to unpick the alliance and even the national settlements
of 1862 and 1880. Between 1862 and 1890, notwithstanding
rumblings in Buenos Aires, the new oligarchic politics had ensured
an orderly presidential succession, as prescribed by the
Constitution. One of the lessons of the 1890 revolt for the PAN
was that authority had become too centralised. Another was,
possibly, that an independent class of professional politicians had
emerged. This group had colonised the state and had become
somewhat detached from the sources of economic and political
power – at the very least, professional politicians had failed to arbi-
trate intra-system conflict. Disturbances on the streets of Buenos
Aires in July 1890 confirmed that dispute had not been contained
within the structures of the party, nor the institutions of the state.
The crisis generated a quest for legitimacy – internal legitimacy
and possibly external legitimacy. If the justification for oligarchic
politics and the oligarchic state was that of intra-elite unity
delivered through a distribution of assets which affected national
order and, in turn, promoted economic prosperity, the crash of
1889/90 compromised order and progress. In the aftermath of the
Crisis, the venality of the Juárez Celman regime, notably the
corruption of the railways concession game and cronyism in the
banking sector, was revealed to all. The PAN closed ranks to effect
reform. Externally, an image of respectability and efficiency had to
be re-established in order to reassure the international commercial
and financial community. Internally, oligarchic politics had to be
reconstructed so as to reflect more accurately the real distribution
of power which was shifting ever more to the littoral. Perhaps
there was some concern to strengthen the democratic facade that
the regime presented to Argentine citizens – patriotic electoral
fraud had to be given a more patriotic and electoral (and less
fraudulent) gloss. 

From 1890 to 1916 the oligarchic state and the reconstructed
PAN presided over another period of unprecedented change.
Growth soon returned and the stability of the regime was illus-
trated by the ease with which it saw off challenges in 1893 and
1905 and managed the huge social transformation of the republic
at the beginning of the twentieth century. Order, progress and
modernity were celebrated at the centennial of Independence in
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1910. The achievements were tangible. Looking back over more
than fifty years of oligarchic politics, compared with the chaos
that had prevailed from 1810 to 1862, the events of 1880 and
1890 seemed to be little more than blips (admittedly large blips)
in an ascent to stability and prosperity. Moreover, from the late
1890s there had been rapid growth with monetary stability,
something that had eluded the PAN in the 1880s. Financial
reform had excised recourse to inflationary finance. The state
was being funded largely out of taxation. There had been a
substantial contraction in the range of government economic
interventions, even if expenditure had risen. And borrowing
continued. Nevertheless, although the cost of servicing the debt
more than doubled between 1899 and 1913, the debt service
export earnings ratio was brought down from the pre-Baring
Crisis peak of over fifty per cent to a shade over thirty per cent by
the early twentieth century. But the sheer scale of growth yielded
massive windfall gains to the state. The inequity of the fiscal
system, based almost exclusively on indirect consumption taxes,
remained but was disguised by growth and rising living standards
for the mass of the urban population and producers and
consumers in the littoral. The system had delivered what it had
promised. Yet, within a couple of years the PAN was riven by the
1912 proposal for electoral reform and, much to its surprise, lost
the 1916 presidential and congressional elections. The PAN did
not survive the Radical ascendency of 1916–30, though sections
of the party would resurface in different guises.

Why did oligarchic regional politics give way to mass politics in
the 1910s and 1920s? A number of factors account for the crisis of
sectionalist and regionalist oligarchic politics. Structural changes in
the regional balance of power weakened interior oligarchies,
making them more dependent on the federal system, rather than
arbiters of it. The littoral, especially the province of Buenos Aires,
was the undisputed economy powerhouse of the republic. Indeed,
concerns about the ‘decadence’ of provincial economies and
debates about regional demographic and social imbalances which
surfaced in the 1910s and 1920s provide a proxy for the decline in
the political weight of interior political interests. A more telling
explanation is the social transformation of the country, a factor
recognised by reformist factions within the PAN. For how much
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longer would the existing arrangement cope with the rising tide of
‘agitation’ which challenged not only the political hegemony of the
PAN – el régimen – but also the institution of state? Labour and
factory protests proliferated in the 1900s. Some used the weapon of
a ‘general strike’ to secure better wages and working conditions:
others saw it as a mechanism to confront the state. Before the
1880s, oligarchic political conflict had been largely manifest in
militia skirmishes and army manoeuvring in the countryside. Now
political conflict was being acted out on the streets and plazas of
cities like Buenos Aires and Rosario. In addition to violent
repression, a two-pronged strategy was devised to contain and co-
opt ‘agitation’: social action and electoral reform. Around 1907
legislation was introduced to limit the length of the working week
and to regulate child and female labour. Social insurance was
provided for some categories of federal workers. Electoral reform
(and nationalism) was devised to draw dissident and potentially
dangerous groups into the political system. The Sáenz Peña reform,
implemented in 1912, consisted of three elements: the ballot was to
be secret (and polling supervised by the Army to ensure fair play);
voting was to be compulsory; and, one-third of seats in each elec-
toral district were to be reserved for the party coming second. All
three measures were designed to promote participation, to bring
conflict into the system (and off the streets), and to validate the
political institutionality of the state. In effect, the arrangement
offered a broader social spectrum access to the state – and to
resources at the disposal of the state. It was an invitation to join the
system instead of seeking to overthrow it from without. Whether
radical reform from within was ever intended or possible, remains a
matter for debate. From the perspective of voter participation, the
1912 legislation was dramatically successful: electoral turnout in
1916 and 1922 and 1928 was between two and three times higher
than that registered before reform. 

Electoral reform in 1912 did not change the franchise, which
remained restricted to native-born, and naturalised, males.
Irrespective of the formal advances effected by electoral law
reform, mass immigration meant that an increasing proportion of
the population was denied access to politics. By 1914, around
seventy per cent of the Buenos Aires working class were immi-
grants and approximately one-third of the total population was
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foreign-born; among adult males of voting age the proportions
would have been much higher. Hence, even with a secret ballot
and fair elections, a very large segment of the population – male as
well as female – was formally disenfranchised. In this sense, even
after the 1912 political opening, devised to resolve intra-
oligarchic disputes, the PAN was ill-equipped to cope with class-
based political conflict. Mass class politics occurred outside the
institutional structure of the PAN and remained outside the
structure of the state that the PAN had constructed. Class politics
did not necessarily imply ideology-based politics. It is also a moot
point whether the franchise was necessary for the development of
‘mass politics’.

With the emergence of civil society which appeared at the time
of the formation of the state, expressions of political participation
and engagement in political life was possible for those who were
not enfranchised. The political activities of immigrants around
1900 were pre-figured, at least in the city of Buenos Aires, by ‘mass
action’ by those who could not, or did not, vote. A narrow focus
on electoral history, and voting figures, neglects other forms of
political expression that may have been equally or more important
manifestations of the ‘clamour of politics’. Paralleling an
involvement in the market economy, and subject to its vicissitudes,
groups without the vote employed a variety of means to make their
views heard by politicians. It is possible to explore the construction
of a social sphere and to assess the broadening of civil political life
through the expansion of the press, the growth in the production
of tracts and ephemeral publications, and mobilisation in rallies
and public demonstrations. In short, it was possible to view
politics through engagement in the life of the streets and the plazas
as well as in the market – and registration for elections.
Nineteenth-century immigration was accompanied by the estab-
lishment of cultural associations, religious organisations and
sports clubs, in addition to the formation of trade unions and
political associations. All of these could serve as vehicles for
political debate and action. Greater sensitivity by the porteño elite
in the 1860s to topics such as the cost of living and the impact of
inflation on immigration can be interpreted as reflecting political
pressure by the unenfranchised. The rise of street, plaza and barrio
politics may explain the search for alternative methods of funding
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the state: inflation was not a major concern for the agro-
commercial elite but profoundly affected workers and immigrants
on whom a large part of the modernisation project rested. And,
with the emergence of ‘agitation as politics’, further opportunities
occurred for the consolidation of a class of politicians that
mediated between state and society.
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It is generally accepted that by the twentieth century, class politics
had erupted into Argentine political life. The origins of class

politics, however, can be traced back much farther and, for some,
is reflected in the emergence of a political class that became
increasingly independent (if not detached) from society, or repre-
sented a state that stood above the mass of society. Explicitly class-
based politics took form in the 1890s, possibly forged by the
economic crisis. The Baring Crisis did not only produce rebellion
and a fracturing of the PAN, as more than a century later, crisis
brought different groups onto the streets. Several political
groupings began to assume a recognisably modern organisational
form at this point. The Unión Cívica Radical was formed in 1891,
but originates in the Civic Union of Youth (Unión Cívica de la
Juventud, and subsequently the Unión Cívica) formed in the
1880s. It campaigned against oligarchic political control and
corruption. Despite the original youthful title and involvement of
students, the UC was essentially a party of Buenos Aires dissidents;
that is, those segments of oligarchy that had lost out in 1880
settlement, which it sought to reverse through revolt in 1890. By
the late 1890s the UCR became more institutionalised, particularly
after the suicide of its initial charismatic leader, Leandro N. Alem.

Alem typified the personalist nature of party politics at the
time. He was leader, figurehead and virtually the sole force in the
party. During the formative period the strategy of the UCR oscil-
lated between fomenting revolution, collaborative engagement
with the regime and electoral abstention. By the turn of the
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century Alem’s nephew Hipólito Yrigoyen was heading the party,
which was campaigning for electoral reform and moving away
from abstentionism though not a proclivity for revolt and revo-
lution. By this stage the membership of the party was changing.
The dissident oligarchic strand remained but was gradually
diluted by the rise of urban middle class professionals. From time
to time, notably in the 1910s and 1920s, the UCR also sought to
cultivate enfranchised working class voters. These three strands
probably constituted the base of the party’s electoral support
(though not in equal proportions) during the dark years of the
1930s and 1940s. This rather heterogeneous membership and
base accounts for the largely conservative reformist stance of the
UCR electoral platform in the 1910s and 1920s. From the 1950s
the party became more closely identified with the urban and rural
middle class, though it undoubtedly attracted substantial working
class support in the 1980s.

A more transient party political formation was the Unión
Provincial, the first estanciero-based political force, created in
1893. The UP was the first direct organised effort by modernising
Buenos Aires estancieros to participate in electoral politics. After
a decade of economic growth and entrepreneurial transformation
in agrarian activities during the 1880s, the financial collapse of
1890 forced landowners to reappraise their position in politics
and their relationship with the state. The threatened collapse of
the PAN-dominated political order and the political turmoil of the
1890s strengthened the hand of those who insisted that the most
powerful group in the country could not remain detached from
the political arena. The history of the Unión Provincial provides
clear insights into the weakness of the estanciero political base.
Their class-based involvement in electoral politics was a fiasco.
Despite an eminent socio-economic standing, landowners failed
to provide an alternative to existing political forces and were
forced to abandon the initiative. The structural features of
pampaen society made it difficult for estancieros to realise their
leadership aspirations. Entering the world of electoral politics at
this juncture, landowners had to contend with a strong and
autonomous political elite, which was far from being a docile
instrument. Estancieros and other business groups would subse-
quently attempt to influence political action through professional
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associations like the Rural Society (Sociedad Rural Argentina) and
the Industrial Union (Unión Industrial Argentina) – or through the
military. Not until the 1970s would there be another sustained
effort to establish a political party to represent the ‘captains of
industry’, the Unión Centro Democrático of Alvaro Alsogaray
which became a champion of liberal economics. 

Less ephemeral class-based parties emerged at around the turn
of the century. The Socialist Party was formally founded in 1895
to defend the interests of the porteño working class.
Notwithstanding the largely immigrant nature of the urban
working class, the party participated in electoral politics from an
early date. The first national election in which it participated was
that of 1898, one of the most hotly contested polls in the city of
Buenos Aires, when over forty per cent of those entitled to vote
did so, a proportion almost double the highest previous partici-
pation rates. The party campaigned actively on a platform of
worker rights, union recognition and a broad range of social
reform, including votes for women, higher spending on education,
better health facilities and progressive income tax. The party was
resolutely free trade and took an orthodox stance on monetary
policy: protectionism and inflation both being regarded as detri-
mental to worker living standards. By the 1910s and 1920s it was
capturing a sufficiently large share of the Buenos Aires urban
working class vote to rattle the Radicals who could not decide
whether to adopt a conciliatory or repressive approach to strikes
and ‘agitation’. This ambivalence was particularly pronounced in
the 1916–19 period. The party split in the 1920s, when the
Independent Socialist Party was formed. The exclusion – and
subsequent reversion to abstentionism – of the UCR from elec-
toral politics in the period of ‘patriotic fraud’ during the 1930s
gave the socialists more space. By this stage, with the trade union
movement largely tolerated, the party incorporated the defence of
consumer interests within its package of social reforms, alongside
wage campaigns, as a means of defending living standards.
Tainted by collaboration with the concordancia regime, the
Socialists were ill-placed to take advantage of the rapid growth of
the urban industrial working class in the 1930s and 1940s, partic-
ularly the ‘new’ working class resulting from the flow of internal
migrants from the interior of the country.
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The base of the party remained largely confined to the ‘aris-
tocracy’ of skilled labour employed by railway and utility companies
and capital-intensive manufacturing. By the 1940s, the party had
run out of ideas and was ill-equipped to make political capital out of
the forces harnessed by Perón. In 1946, the Socialists lined up with
the other established parties against Perón, and lost. In the riots of
1953, following attacks on the regime, the Socialist Party head-
quarters, district offices and libraries were torched by Peronist mobs
(along with the Jockey Club and UCR headquarters). Thereafter, the
Socialists hardly featured in electoral politics during the democratic
interludes of the 1950s, 1960s and 1970s. Only with the formation
of the FREPASO, a loose federation of parties, in the 1990s did the
Socialists again achieve a degree of electoral prominence. With the
arrival of the Partido Justicialista, traditional socialist organisations
were virtually removed from the political scene.

In the late twentieth century, democratic left-of-centre parties
have been conspicuous by their absence from Argentine political
history. Momentarily, in 1996, it appeared as if a democratic leftist
party might emerge from conversations between dissident members
of the PJ such as Octavio Bordón and Gustavo Beliz. Respected
popular figures, they had been marginalised in the Party because
they spoke out in favour of internal democratic accountability, and
against corruption. These discussions, which suggested a
realignment of political forces, were inspired by a public desire for
openness and transparency in party administration and government,
but collapsed in the face of personal antagonisms. An apparently
more promising prospect emerged in 1997 with the construction of
the Alliance of the UCR and FREPASO. Initially formed to ‘stop
Menem’ in 1999 by opposing a series of Constitutional amendments
that would have allowed the sitting president to stand for a third
term, the Alliance seems to provide an umbrella under which a
coalition of the democratic left might emerge, embracing younger,
radical elements of the UCR, and former Peronists and democratic
socialists located in the FREPASO. The uneasy relationship of the
constituent parties of the Alliance when in office after 1999 dealt a
death blow to this prospect – assuming that it had ever been more
than a distant possibility.

The Progressive Democrats was another class-based political
party that enjoyed a substantial measure of support and endured
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for several decades, though, like the Socialists, largely ghettoised.
The Progressive Democrats were largely based in rural Santa Fé
and enjoyed a stong following among the rural middle class. They
too proved to be a thorn in the side of the Radicals and assumed
some prominence in the 1920s and 1930s. Headed by Lisandro de
la Torre, a dissident Radical who refused to accept Yrigoyen’s
election to the head of that party, the Progressive Democrats
supported farmers in their efforts for infrastructural moderni-
sation in the cereal belt and in campaigns against foreign-owned
utility companies for better services and lower charges. The Party
was also active in the struggle to secure lower rents and more
stable leases for tenant farmers and sharecroppers. 

Like the UCR in the 1910s and inter-war decades, the Peronist
Party defies easy definition. Created in 1946 by the trade union
movement as the Labour Party, the PJ is (or was) the party of
organised labour. But it has also been the party of the military – in
the 1940s – or the party that sections of the military attempted to
‘capture’. It has been the party of national segments of the indus-
trial bourgeoisie and, during the menemato, the party of pref-
erence of big business – of the ‘captains of industry’. Until the
Menem presidency (except perhaps in 1973), the group most
conspicuously absent from the Peronist family was the landed elite.
Since the 1950s, the federal capital rarely votes Peronist. In elec-
toral terms, the overwhelming strength of the PJ has always lain
with the working class, largely the urban working class. For
historic reasons, the Party has enjoyed – and continues to capture –
solid support in the north-west where rural workers are effectively
organised and controlled by trade union bosses. State sector
workers, too, have been a major electoral bulwark. But, as indi-
cated below, the PJ has not enjoyed the unquestioning electoral
support of labour. And, as victories in the 1973 elections, in 1992
and 1995 indicate, the party has often captured substantial middle
class support. These changes reflect the nature of Peronism and its
‘ideological’ stance. More than anything it was the party of labour
and nationalists. Labour can be neatly class pigeon-holed, nation-
alists are more difficult to categorise socially.

While the weighting of ‘labour’ and ‘nationalism’ shifted over
time, both have continued to be dominant strands in Peronist
rhetoric and strategy. It is this duality that has made the organisation
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more of a movement than a party. In addition, these features confer
– and derive from – the importance attached to the nature of lead-
ership. The Party is the least institutionalised and, arguably, the least
democratic political organisation in the country. The tradition was
established by Perón and perfected by Menem who was responsible
for retarding tentative moves to internal democracy within the party
during the late 1980s. The legacy of Menem means that the PJ is
even more a constellation of competing sectional and regional
interests than it was under Perón. The election of Menem in 1989,
and more especially his re-election in 1995 represented a concen-
tration of decision making in the presidency and presaged a return to
populism – authoritarianism, abuse of power and erosion of demo-
cratic institutions. This does not necessarily imply that Menem was
a powerful president, notwithstanding the image of a strong, charis-
matic decision-maker that was created. On the contrary, rule by
decree and the constant ‘dealing’ and personal intervention that
characterised both Menem presidencies demonstrates the unstable
nature of Peronism in power. As suggested, Menem presided over an
exponential growth of corruption in the party and body politic. 

Perhaps due to the overlapping nature of fringe elements of
their respective electoral bases, the UCR and the PJ maintained a
virtual duopoly on electoral politics from the 1940s to the 1990s,
successfully excluding all other political parties. This exclusion
was re-enforced by the structure and membership of the parties,
which was fairly loose and diffuse, even if the UCR exhibited much
greater internal cohesion. Military rule further strengthened party
claims to democratic exclusivity. Until the 1990s, opportunities for
third parties largely derived from the internal weakness of either of
the two major blocs, or co-optive strategies employed by non-
democratic administrations. Repeated cycles of military rule also
helped create a sense of exclusiveness within the political class:
only career politicians could be the true articulators of democratic
principles and interlocutors between government (or the state) and
society. Isolation was further inculcated by the lack of effective
internal democracy within the parties for much of the period. The
most strenuous campaigning was, and is, done within the party to
secure support and a position, rather than vis-à-vis the electorate.
The electoral list system, the closed lista sábana, which places great
power in the hands of party bosses, also encourages internal
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campaigning and reduces external accountability. For an aspiring
career politician it is essential to get as high up the list as possible in
order to be swept into office on the coat-tails of more well-known
names at the top of the list. Again, this detaches politicians from
society. The principal struggle is securing an advantageous
position on the list, not collecting votes. In this respect, the junior
politician is beholden to the head of the list (and his or her agent),
not the electorate.
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Perhaps the ‘detachment’ of the political class explains its
inability to resolve the distributional conflict of the second half

of the twentieth century and the reconfiguration of conflict along
sectional lines and, more particularly, intra-bloc antagonism. Who
are the principal political players in the current game? The post-
Second World War corporate power constellation has been iden-
tified as consisting of the party political establishments (the
political class), business and finance, labour, the military, and the
Roman Catholic Church. Clearly, the groupings are not mutually
exclusive and individuals may be located in more than one. These
corporations, however, are far from homogeneous and exclusive.
On the contrary, the extent of inter-service rivalry and disunity
within individual branches of the armed forces have been consid-
erable. There have been sharp differences on issues such as the
necessity or otherwise of military intervention. Some sections of
the forces have argued for action in defence of the constitutional
order at the same moment as others have viewed a coup as the
means of dismantling liberal-democratic institutions. Legalists and
constitutionalists have clashed with corporatists and pragmatists.
Some military regimes, such as those headed by Generals Pedro
Eugenio Aramburu (1995) and Alejandro A. Lanusse (1970) saw
their function in terms of house-cleaning – preparing institutions
for a restoration of civilian government. Others, notably the
administration headed by General Reynaldo Benito Antonio
Bignone (1982) – and possibly also that of Lanusse – was charged
by colleagues with the task of facilitating an orderly (if not an

E L E V E N

Distributional Conflict: The
Politics of Frustration

206

Ch11.qxd  04/10/02  07:44  Page 206



honourable) return to the barracks. Yet other juntas, particularly
those presided over by General Juan Carlos Onganía (1966), Jorge
Rafael Videla (1976) and Leopoldo Fortunato Galtieri (1981)
envisaged a lengthy period of rule by the military in order to effect
a profound transformation of economy and society. 

While important sectors of the Army high command were
committed to constitutionalism, the preference of their Navy
colleagues generally appeared to be in favour of the technocratic
and the authoritarian. Perhaps the most spectacular moments of
inter- (and intra-) service rivalry and collapse of military cohesion
were registered during the civilian presidency of Arturo Frondizi
(1958–62), when different factions of the Army, allied with
elements of the Navy and Air Force, engaged in open warfare. This
came to be known as the crisis of the revolución argentina when,
during a nine-month period in 1970–71, three different Army
generals held the presidency, and following defeat in the Falklands
War (1982) when the Navy and the Air Force withdrew from the
ruling military junta, the Army was left to soldier on alone in
search of an accommodation with civilian politicians. Military
budget cuts under Alfonsín, which fell disproportionately on the
Army also undermined unity. Fiscal discipline and privatisation
under Menem have further weakened and divided the Armed
Forces. Constitutional change has also redefined the role of the
Armed Forces, and specifically prohibits domestic engagement
without legislative approval. Only two issues now unite the
military: first, anxiety to draw a line over the events of the ‘Dirty
War’; and, second, a defence of the military budget – and military
honour – against further salvaging by civilian politicians. The
military also appear to have learnt an important lesson – legalism.
The refusal of the high command to accept the orders of President
De la Rúa to intervene on the streets in 2001, without Congress
authorisation, generated for the Armed Forces much public
approval – perhaps for the first time since 1982. 

Business, too, was fragmented with fault-lines changing over
time. Inevitable conflicts of interest associated with scale and
sector were intensified by the policies of import-substituting indus-
trialisation applied fairly consistently (though with differing
degrees of intensity) from the 1940s to the 1970s. Other fissi-
parous tendencies derived from the pre-1930 pattern of export-led
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growth. Divisions were epitomised – and exacerbated – by the
proliferation of organisations representing distinct business
groups. Sub-sector unity proved illusive even for the powerful
pastoral sector, particularly as prices were squeezed and access to
markets threatened during the inter-war period. Tensions between
fatteners and breeders (and between large-scale cattlemen and
those with more modest, though by no means small, estates) inten-
sified in the 1930s. There was a regional dimension to this conflict.
Prime fertile land enjoying good communications in the core area
of the province of Buenos Aries was overwhelmingly controlled by
large-scale fatteners. Hence, the authority – and leadership role –
of the Argentine Rural Society (Sociedad Rural Argentina [SR]),
dominated by bonaerense estancieros was increasingly challenged
by the Confederation of Rural Associations of Buenos Aires and
La Pampa (Confederación de Asociaciones Rurales de Buenos
Aires y La Pampa [CARBAP]), a federation of autonomous local
agencies that drew their membership from medium-sized
landowners and tenants engaged in ranching and farming across
more diverse regions of the pampa húmeda and the pampa seca.
Later the Rural Confederation (Confederación Rural Argentina
[CRA]) was also formed to represent small farmers. Market
changes in the late 1960s and 1970s further confounded co-oper-
ation: crisis in the pastoral sector associated with the closure of
foreign markets, and conflict with the meat packing houses was
offset by the growth of cereal exports. 

Although rural business organisations co-operated from time
to time, particularly to protest against tax measures that were
viewed as penal by all sections of the community, their interests
were as often as not distinct. These divisions were sustained and
many times exploited by government. But it was forced industrial-
isation that intensified divisions within the agricultural sector and
between agriculturalists and other segments of business. Large
agricultural capitalists, however, were not congenitally opposed to
manufacturing: on the contrary, economic instability in the inter-
war period fostered broad support for pro-industry policies..

Forced industrialisation, on the other hand, antagonised agricul-
turalists because the profits of agro-exporters were squeezed to
deliver the savings and foreign exchange essential to sustain
import-substituting industrialisation. Most agriculturalists were
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also more firmly opposed to interventionism than their manufac-
turing counterparts, a difference of opinion that limited effective
co-operation until the 1990s. Although, by the 1960s, accumu-
lation no longer depended on the rural sector, the generation of
foreign exchange was. The agricultural sector was most alarmed
by pressure on profits and access to foreign exchange during the
early years of the first Perón administration. Yet, from the 1950s to
the 1990s rural producers continued to complain at what they
regarded as unfair and excessive taxation levied by administrations
of all complexions (military and civilian, supposedly free market
and interventionist), notably windfall exports taxes (retenciones)
that accompanied devaluations. Another perennial protest
involved distinctly unfavourable credit regimes and a combination
of exchange and tariff regulations which limited access to capital
imports. Forced industrialisation inculcated in rural producers
scepticism and perversity. From the 1940s to the 1970s, farmers
and ranchers came to accept that all administrations were over-
committed to industrialisation and even those regimes which
espoused market economics were unlikely to refrain from rigging
the domestic terms of trade against the rural sector. The result was
underinvestment and apparently illogical responses to price
change. On those occasions when real prices rose, producers were
inclined to withhold supplies, assuming that price could be pushed
up further. When prices fell, products were dumped on the market
on the assumption that real prices would fall further. The conse-
quence was erratic supply responses in the long-term and repeated
production bottlenecks and discord..

Industrialists were only marginally more united, as suggested
by a growth in the number of organisations formed to represent
their interests. As late as the 1950s, the industrial entrepreneuriat
could still be divided into three distinct groups – penny capitalists
of immigrant origin, manufacturers firmly embedded in the
dominant business elite (many closely connected with agro-
exports interests), and managers of foreign firms. These distinc-
tions were further compounded by differences of firm size and
area of operations. Penny capitalists tended to operate smaller
firms manufacturing basic wages goods: ‘national’ and foreign
capital was concentrated in large-scale establishments processing
rural products for export and domestic consumption, in
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commerce and, after the 1920s, in the manufacture of durables.
Until the 1940s, industrialists of immigrant origin were distinctly
the junior partner in this firmament of manufacturers, certainly
the group with least political clout. This was reflected in the
composition of the Unión Industrial Argentina. Until the 1950s,
the membership of the Union was dominated by foreign-owned
enterprises and businesses associated with the rural sector. This
membership configuration limited the effectiveness of the UIA as
an industrial lobby. In time the General Economic Confederation
(Confederación General Económica [CGE]), formed with
government support in 1952, came to represent the interests of
small businesses. As a Peronist creation, it was used to counter the
influence of the UIA and regarded with suspicion by subsequent
regimes and by other business sectors. For much of the period,
there was intense rivalry between the UIA and the CGE – when
not prescribed – and its industrial wing, the Confederation of
Industry (Confederación de Industria [CI]), which claimed to
represent the ‘national industrial bourgeoisie’. By the 1970s, the
lack of business sector coherence was reflected in organisational
diversity and the proliferation of entities competing for the alle-
giance of firms. More free market orientated (largely anti-
Peronist) associations formed an action group, the Co-ordinated
Action of Free Entrepreneurial Associations (ACIEL) which
included the UIA, commercial associations and entities repre-
senting the rural sector. The CGE continued to project a more
‘national’ image, campaigned for government intervention and
was more inclined to seek an accommodation with organised
labour. Competition to represent business fostered factionalism
and instability: firms moved from association to association while
associations splintered and re-formed. 

At the beginning of the turbulent 1970s, the UIA broke with
ACIEL and merged with the CGE to form the National Industrial
Confederation (Confederación Industrial Nacional Argentina
[CINA]) only for the new entity to suffer a haemorrhage of
members. Following the military coup in 1976, the CGE/CINA
was proscribed while dissident members of the former UIA, mainly
large firms based in Buenos Aires, forged the Industrial Movement
(Movimiento Industrial Argentina [MIA]). As a corporate body,
however, the business lobby never recovered from the trauma of
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the proceso. Membership was severely reduced as a result of the
sudden opening of the economy in the late 1970s and economic
instability in the 1980s. Between 1975 and 1982 the share of
manufacturing in GDP fell by five percentage points, output
declined by twenty per cent and the workforce by thirty-five per
cent as ‘economic discipline’ gave way to ‘economic chaos’. The
business sector was confronted with a novel situation, being kept
at arms-length by a military regime which it considered committed
to the welfare of the private sector. Privatisation in the 1990s has
generated new opportunity for private business in sectors previ-
ously dominated by the state but the new, post-1991 programme
has hardly resulted in the opportunity for corporate influence on
economic policy-making to which manufacturers of the 1920s
aspired. Industrialists – those still in business – have been weaned
off interventionism and no longer depend on state action to secure
profits, but the powerful industrial groups now emerging lack a
clear sectoral voice. Perhaps it is no longer required. 

For most of the second half of the twentieth century, the cross
that organised labour has had to bear is the myth that the labour
movement was created by Perón. Sometime secretary of labour in
the 1943–46 military regime, Perón cultivated trade union leaders
and promoted the formation of unions to represent unorganised
workers. During the latter part of the 1940s, trade union
membership grew exponentially and government intervention
ensured that wages and working conditions improved massively.
This earned Perón the gratitude (and the votes) of many workers
and the enduring loyalty of many union bosses. Nevertheless, trade
union history predates Perón and, despite his efforts to the
contrary, important sections of the labour movement vigorously
resisted co-option. The powerful railway locomotive and foot-
platemen’s union, La Fraternidad, proved particularly recalcitrant:
its independence was not broken until 1951. Arguably, it was the
attitude and action of early post-1995 regimes that wedded most
unions to Perón. Nevertheless, by the 1960s some sections of
organised labour were beginning to think the unthinkable,
Peronism without Perón, and were willing to contemplate an
accommodation with civilian and military regimes of the period.
Thus, in addition to the ‘democratic’ anti-peronism segment of
organised labour that had been carefully nurtured by the 
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‘normalising regime’ of General Aramburu, a further split occurred
in the mid 1960s between those union leaders who remained loyal
to the exiled Perón and others who, espousing their continuing
support for Peronism, sought to pursue an independent course,
arguing that the interests of workers would be best served by
opening a dialogue with government. Thus, in addition to ‘non-
political’ unions, the greater part of the union movement was
divided in three hostile camps: anti-Peronists; neo-Peronists and
Peronists. These distinctions cut across the skilled/unskilled divide,
though anti-Peronist unions tended to represent those sections of
the labour movement that had been organised before 1943 and
were most influenced by reformist socialism and classist ideologies. 

Administrations of the 1960s and early 1970s encouraged these
divisions through a policy of selective repression, through cronyism
and union corruption, and the politically charged atmosphere of
the time did most to frustrate attempts to reintegrate the labour
movement. Moreover, as a wave of factory occupations and wildcat
strikes in the late 1960s and early 1970s testified, relations between
rank and file members and the union leadership were deteriorating.
In short, there was a breakdown of union discipline. As the larger
unions became increasingly bureaucratised and responsible for the
administration of a range of welfare services and social facilities,
possibilities for graft – and the resentment of ordinary members –
increased. Graft, cronyism and the use of violence in defence of
their empires by union bosses came to a head between 1973 and
1976, a period when the union leadership also found itself in
conflict with other sectors of the PJ. A fragile unity was hardly
restored during the early years of the proceso. Discredited by its
association with the chaos of 1975/6 and confronted by employers
seeking to recapture control of workplace discipline, the labour
leadership and membership was cowed by state terrorism and a co-
ordinated attack on wages. Recovery of confidence was slow,
though labour bosses were undoubtedly shocked by the Radical
electoral victory in 1983, a victory in part explained by the
successful exposure by the UCR of links between sections of the
labour bureaucracy and elements of the military even during the
dark days of the proceso. Nevertheless, efforts by the Alfonsín
regime to democratise the trade unions and weaken links between
organised labour Peronism were largely unsuccessful. 
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Since the 1940s organised labour has been a major political
actor and sections of the labour movement constituted the most
effective element of the Peronist Party from the 1940s to the 1990s.
But, as suggested above, organised labour was not a monolithic
bloc and was rarely able to advance a clear, consistent project.
Post-1955 regimes could not ignore organised labour but divisions
within the movement facilitated phases of co-option and marginal-
isation. Macroeconomic changes since the 1970s have further
weakened the power of labour and intensified inter-union feuds.
And, as ever, there is the distinction between organised and non-
organised labour. In relative, and perhaps absolute, terms trade
union membership expressed as a proportion of the economically
active population probably peaked in the early 1950s, following a
massive recruitment drive during the first Perón administration.
Yet it is doubtful if union members ever represented sixty per cent
of the workforce. For much of the last quarter of the twentieth
century, the relative importance of organised labour has slipped, in
part due to repression. But changes in the labour market triggered
by deindustrialisation in the 1970s and destatisation in the 1990s
have had an even greater impact on trade union membership. 

It might be expected that the political parties would be most
committed to democratic institutions. Certainly, the parties – and
prominent politicians – were among the first victims of military
rule. The closure of Congress, prescription of parties and the
ousting of democratically elected regimes signalled a loss of office
and employment, if not imprisonment, for politicians and officials.
The political parties were certainly firm advocates of constitution-
alism. Yet support for the niceties of open political contest was
often conditional. The history of Argentine political parties in the
twentieth century is one of proscription (or self-exclusion),
dogmatism and factionalism. Long periods of single party ascen-
dency and the political longevity of key party figures – possibly
indicating a structural deficit in terms of a capacity for genera-
tional renewal – are other prominent features of modern Argentine
party political history. It is a commonplace of Argentine politics
that Perón and Peronism have been the defining influence of the
last half-century. Perón was the political figure from the mid 1940s
until his death in 1974. His memory – and, even more, that of Eva
‘Evita’ Perón – casts a long shadow and his name was repeatedly
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invoked in presidential and congressional election campaigns in
1983 and 1989 and provided a reference point throughout the
Menem administrations. Yet, if half of the electorate was for
Perón, the other half was not. (The highest share of votes captured
by the PJ was in the second of two presidential elections held in
1973: the Perón-Perón ticket obtained sixty-two per cent of votes
cast. In the first 1973 presidential and congressional elections, the
Peronist Party and its allies obtained forty-nine per cent of the
votes.) From 1946 until 1983, the view was widely held that the PJ
could not be defeated in fair and free elections. It was also widely
acknowledged that Peronism was a movement, rather than a
formal party. It was a ‘verticalist’, highly factionalised organi-
sation with little internal accountability. This was its strength
during periods of proscription and its weakness when in office.
Peronism experienced some structural change in the 1960s and,
more effective ‘renovation’ after 1983, notably in the mid 1980s,
when efforts were made to give the PJ a more open formal
structure. This meant that, for the first time in the history of the
movement/party, supporters had a say in the selection of the presi-
dential slate in 1988. Yet there is still an ‘accountability gap’ as
events of the 1990s and 2001/2 indicate. 

Among political scientists there is agreement that the Menem
administrations weakened democratic institutions. Personalism,
cronyism, corruption, incompetence, rule by decrees of ‘urgency
and necessity’ and a disposition to meddle with electoral rules
hardly enhanced the credibility of the political system – or of the
political class. From the vantage point of the twenty-first century it
can be argued that the legacy of menemismo for the PJ is far from
positive. While the man sought to conjure an image as the
‘deliverer’ of stability, and the ‘restorer of economic order’, his
dominance of the party from 1989 to 1999 clearly brought to an
end the democratic opening of 1988. Personalism and verticalism
were reinforced. Menem retained power by playing off one faction
against another, seeking to break the leader of any faction with the
potential to mount a challenge. The break with Duhalde, his vice-
president, and the resulting cancerous rivalry between Menem and
Duhalde for much of the 1990s, neatly illustrates this strategy and
its destructive consequences. Moreover, Menem’s claim to have
been a strong president, in keeping with Peronism ‘ideology’ can
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be challenged. The excessive use of decrees of ‘urgency and
necessity’ demonstrates that, despite the large majorities enjoyed
by the PJ in both houses of Congress – and the capture of the
majority of governorships in 1989, Menem was unable to disci-
pline the PJ. Indeed, corruption was the corollary of party indisci-
pline. In the absence of internal party democracy and discipline,
corruption was the most effective mechanism of keeping various
Peronist factions on side. The full consequences of this were
manifest after 1999 – and in 2002.

The modern PJ is a confederation of feuding regional entities.
When in office, a semblance of party unity can be maintained by the
distribution of favours: cronyism and corruption are endemic and
systemic. Electoral defeat – a loss of power and access to the
resources of the state – provokes internecine conflict. Only a
profound shock, such as occurred in 1983, brings the party together.
Alternately, a lengthy exclusion from office ensues as rival groups
coalesce and splinter until a workable consensus or dominant
faction emerges. The depth of factionalism was neatly illustrated by
the apparent inability of the party to select a president in December
2001, at a time when the country was experiencing a profound insti-
tutional and economic crisis – the most severe institutional crisis in
the history of Argentina. More than a clash of personalities, a game
of presidential musical chairs when five presidents were sworn in
and departed in the space of two weeks, reflected the jealousies and
fears of regional groupings. In the face of street protest, state bank-
ruptcy, and the threat of a slide into mass disorder, the PJ was ill-
prepared to assume office despite having mounted an increasingly
strident attack on the De la Rúa administration throughout 2001.
‘Federalist’ rivalry within the PJ at this point was a throw-back to
the regional conflicts of the early nineteenth century. Interior
factions were fearful of the ambitions of Duhalde, head of the
dominant Buenos Aires province grouping. Nevertheless,
contending interior power brokers were able only to agree on oppo-
sition to Duhalde. This was a weak cement, unable to contain
tensions between dependent minor provincial political bosses and
heads of the major provincial machines, or among leaders of the
main interior provinces. The interior sought to exclude the Buenos
Aires party boss from power. Realising that it was impossible to
achieve office without Duhalde, interior factions then attempted to
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limit his authority by reaching out to other elements of the political
class. The result was institutional stasis. As the economy spiralled
out of control, a ‘parliamentary’ regime was installed, but it was one
that appeared unable to take decisions. (Duhalde was endorsed by
Congress, not by the electorate, which had rejected him two years
earlier in favour of De la Rúa.) The trials and tribulations of the
Duhalde presidency in 2002 highlights the confederal nature of the
Peronist Party at the beginning of the twenty-first century. More
than ever it is an electoral and distributionist coalition that cannot
hold together when denied resources – even in office. 

Factionalism in the PJ had a long tradition and accounts for
apparently contradictory strategic engagements with other power
groups. For Peronism, its apparent electoral strength and
proscription were two sides of the same coin. The consequences
were a freeze on institutional modernisation and, paradoxically,
multilayer contacts with elements of the military and other political
actors which underscored internal divisions and often discredited
the PJ in the eyes of its supporters and voters. Although banned for
much of the period between 1955 and 1973, and between 1976 and
1982, in the 1950s and 1960s sections of the Army contemplated
building a new political alignment on the basis of the Peronist
labour movement. (This was hardly surprising since organised
labour and factions of the military had constituted the main props
of 1946–55 Peronist administrations.) Similarly, between 1955 and
1966 factions of the Radical Party depended on the votes of
Peronists to secure electoral victories. From 1955 to 1973 Perón
engaged in semi-clandestine negotiations with political opponents
and the generals to establish conditions for return. These negotia-
tions, however, did not indicate a willingness to share power;
rather, they were a strategy to recapture it. Hence, if Perón and
Peronism were the dominant features of Argentine politics during
this period, the substance and style of politics were informality,
subterfuge, and increasing distance between those in government
and those in control of the levers of power. This has contributed to
public distrust in the political class as a whole. And, always, there
was the threat of violence and counter-violence. Indeed, in 2001/2,
as in 1973, regional PJ bosses were prepared to orchestrate oppor-
tunistic looting and street violence in order to establish precedence
within the party and intimidate other sectors of society. 
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The UCR was no stranger to proscription. With the promise of
electoral reform at the beginning of the twentieth century, the
Radicals abandoned abstentionism and triumphed in 1916.
Thereafter, despite internal rivalry deriving from a heterogenous
consistency comprising dissident sectors of the landed elite, urban
professionals and ‘national’ capitalists, the Radicals went on to
take the presidency in 1922 and 1928. In a trend that prefigured
Peronism, the style of Radicalism became increasingly personal-
istic. Three consecutive presidential victories and congressional
gains, coupled with a willingness to manipulate the electoral
process, induced complacency among Radicals and despair
among their opponents. A number of explanations have been
advanced to explain the ‘fall of democracy’ in Argentina in 1930,
when a military coup enjoying widespread civilian support over-
turned the administration of President Hipólito Yrigoyen
(1916–22, 1928–30). In addition to economic dislocation trig-
gered by the world crisis, liberal and conservative critics of
Yrigoyen accused him of a demagogic ‘abuse of power’ (not least
the use of the military to curb opponents), corruption, political
favouritism and, what would later be described as, fiscal
populism. These charges are not dissimilar to those later levied
against Peronism. Others saw the failing regime as mired in
personalism, unwilling to strengthen democratic institutions, and
unable to take prompt action in the face of a deepening economic
crisis. After 1930, electoral fraud and the exclusion of the UCR
(later the Radicals would abstain) ensured victories at the polls for
parties of the left and right excluded from office during the
Radical ascendancy. Despite a short-lived attempt to re-establish
an open democratic system between 1938 and 1940, the political
debate became crabbed and the practice of politics formalistic. As
democracy and democratic institutions became marginalised, or
appeared increasingly irrelevant, nationalism and socialism
became the principal ideological forces. 

When the military regime that had brought to an end the
decada infame of ‘patriotic electoral fraud’ in 1943 promised to
hold elections, the Radicals were, nonetheless confident of victory.
With other parties, notably the communists and socialists (but also
including some conservatives), the Radicals assembled the
Democratic Union to oppose Perón in the 1946 presidential and
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congressional elections. Perón was supported by organised labour,
dissident Radicals, various nationalist groups and provincial
interests, and the Roman Catholic Church. To the surprise of
many, Perón won and for the UCR another decade of ‘political
exclusion’ began as Peronists enjoyed electoral successes to rival
those of the Radicals between 1916 and 1928. Arguably, it was
this double ‘exclusion’ – after 1930 and between 1946 and 1955 –
that encouraged Radical factions to compromise with both the
military and Peronism in the 1950s. Unable to secure electoral
success, Radicals were obliged to deal with forces they depicted as
anti- or non-democratic. The issue of how to deal with Peronism
and the military split the party. Yet, when the UCR obtained its
own surprise electoral victory in 1983, despite some conciliatory
language, unmindful of past experience, triumphalist Radicals
were consumed with a vision of a new hegemony. The third
historic movement had arrived (el tercer movimiento histórico):
after Yrigoyenismo and Peronismo, an Alfonsinista ascendancy
had dawned. Prefiguring sentiments expressed by Peronists in
1989, sections of the UCR envisaged constitutional change to
allow Alfonsín to serve a second consecutive term. Was a new cycle
of exclusion about to begin? The course of events after c. 1985
indicated that it had not. 

The recent electoral history of the UCR is now dominated by
two catastrophes rather than two historic victories. The party is
effectively excluded from the political game for the foreseeable
future. Echoing the oligarchic politics of the PAN in the late nine-
teenth century, the internal politics of the PJ now constitute
national politics. When Fernando De la Rúa gained the presidency
in 1999, it was widely regarded as a benchmark event in modern
politics. The national significance of the 1999 presidential and
congressional elections derived from the fact that the incoming
administration was a coalition made up of the UCR, a party with a
century of history behind it, and the FREPASO, a young, ‘protest’
party that emerged from organisations that had combined to
contest 1994 elections for the Constituent Assembly. By 1998, the
FREPASO provided a home for dissident Peronists and smaller
groupings that included former socialists, communists and
Christian democrats. For the UCR, the significance of the 1999
victory was that it appeared to confirm that the party had finally
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overcome the debacle of the disintegration of the Alfonsín admin-
istration during the hyperinflation of 1989. The UCR was again
electable, albeit in coalition with the FREPASO. Unfortunately, for
important sections of the UCR, governing in coalition proved
impossible. The resignation of Vice-President Álvarez in 2000 was
largely engineered by antagonistic Radical elements in Congress
and the administration. Now, the image of the Party is again
negative. In 1983 and 1999, UCR presidential candidates were
returned on reformist tickets that engendered optimism and
goodwill. In 1989 and 2001, UCR presidents were forced out of
office prematurely as the economy disintegrated.

Until the popular-conservative coalition assembled by Menem
after 1989, the actor most conspicuously absent from the modern
democratic game had been business. Ghettoised in the federal
capital, the Union of the Democratic Centre (Unión del Centro
Democrático [UCeDe]), the party of Buenos Aires business,
depended on the military or direct action as a means of influencing
policy in a political system in which the PJ was considered the
party of labour and the UCR increasingly viewed as the organ of
middle class professionals, suspicious of big business and foreign
capital. The consolidation of liberal democratic institutions
depends as much on their acceptability to the propertied classes as
on their technical efficiency. The representation of business by a
strong conservative party prepared to engage in open political
contest strengthens democracy. Menem’s surprising volte face in
economic policy in 1989 – from ‘the revolution in productivity’
with social justice and redistribution to a programme of structural
adjustment – seemed to offer business a direct role in policy-
making. At the beginning of the first Menem presidency, the
UCeDe was virtually offered an opportunity to participate in a
‘coalition administration’, albeit as a very junior partner. Members
of the party were offered posts at various levels of government and
at the head of several state corporations. However, far from being
among the principal beneficiaries of menemismo as a political
force, business has been one of its major victims. Absorbed and
emasculated by the regime, the UCeDe witnessed the decimation of
its electoral base and party membership. It is debatable whether
the ‘popular-conservative coalition’ could survive the departure of
Menem from office in 1999. Certainly, there is little evidence that
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Duhalde has any enthusiasm – or ability – to reassemble a popular-
conservative coalition in 2002. Quite the contrary, the language of
the current government more echoes that of the 1946–55 period
than that of the 1990s. Where then will business find a party
political base now?

Before 1989 Argentine democracy had not witnessed an electoral
succession involving a defeated democratically elected regime trans-
ferring power to a democratic administration of a different political
party. As illustrated by the language of victorious party activists in
1983 and 1989, and expressed in projects for constitutional reform,
electoral politics was viewed as another route to hegemony, not so
different from appeals to non-democratic forces. This has been the
principal institutional deficit in the Argentine political structure – a
quest for hegemony which, in denying others access to power by
electoral means, encourages a recourse to extra-democratic means.
Thus, for political parties as much as for other actors, democracy
was not so much a means of resolving conflict but of securing access
to – and retaining control of – power. In a system characterised by
hegemony and exclusion, groups unable to obtain an electoral
majority were hardly encouraged to participate. In this respect, the
agreement between Menem and Alfonsín which paved the way for
constitutional reform in 1994 (and cost Radicals dear), the switch of
the business vote to Menem in 1995, and the 1997 electoral pact
between the UCR and FREPASO which delivered victory in 1999,
suggested institutional change and a realignment of political forces
in favour of democratic contest. Although doubts have been
expressed about the commitment to democracy of some of the
smaller parties, until 2000 electoral trends may be interpreted posi-
tively. In the late 1980s and mid 1990s, as the two main political
parties (the PJ and UCR) together accounted for a shrinking share of
total votes cast in presidential and federal congressional elections,
doubts were expressed about the stability of the system and demo-
cratic institutionality. However, the 1999 presidential and congres-
sional election saw the two principal blocs (the Alliance and PJ)
recapture a joint share of the popular vote similar to that character-
istic of the bi-party system of the early 1980s. And, in 1999, there
was yet another historic electoral transition – a democratically
elected regime of one political persuasion giving way to a successor
democratically elected regime of a different political colour. 
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Since 1999, however, the party political history, and electoral
history, of Argentina demonstrated a growing disenchantment
with the political class as a whole. This derives from the reality of
failure – and the scandal of corruption. The political class seems
unable to do what most societies expect of politicians: the reso-
lution of crises though accommodation and agreement. Intra-party
conflict explains this incapacity. To date, internal discipline has
been largely noticeable by its absence in the party political system.
Factionalism is driven by a pernicious personalism that results in
loose groupings that coalesce around a caudillo who appears to
offer the best prospect of obtaining office. A system of spoils –
distributing the fruits of office – perpetuates this arrangement and
leads to the detachment of the political class from the electorate.
The key political game is not convincing the electorate which party
to vote for but assembling a pre-election coalition that offers the
best chance of success. The politics of internal coalition building
has induced introspection and detachment from society.
Corruption and self-protection have intensified these traits. Until
c.1999 there was an implicit pact between civil society and the
political class: macroeconomic stability in exchange for the toler-
ation of a degree of political corruption. The continuing electoral
successes of Menem after the introduction of Convertibility culmi-
nating in re-election in 1995, testifies to the strength of this
compact. Parties that failed to endorse stability were unelectable.
After 1996 circumstances changed. It is not clear who broke the
pact. After several years of economic stability, did civil society
begin to demand ‘clean’ politics as well as the transparent
economics of the market economy – in effect seeking to renegotiate
the implicit deal with politicians? Or, as the scale of corruption
grew during the second Menem administration, did politicians
break the pact? After the Alliance unequivocally endorsed
Convertibility in 1997, the electorate appears to have had a real
choice: stability with less corruption or stability with more
corruption. In 1999, it chose the former. By 2001, it had become
clear that the Alliance was not as clean as it liked to portray itself,
nor were some reformist Peronists as bad as sometimes depicted.
And, there was the recession. After three years of economic
contraction during which the political class successfully isolated
itself from austerity measures imposed upon the rest of society,
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there was an electoral revolt. In mid-term elections in October
2001 the number of abstentions, and blank votes cast (exceeding
the tally obtained by successful candidates in some of the most
important electoral districts) reached historic levels. It was a wake-
up call that the political class ignored. Months later, citizens were
on the streets demanding reform.

Perhaps the Roman Catholic Church is the organisation that
has been least subject to internal, fissiparous pressure. It is also the
organisation that has changed least in the last half century and,
with the possible exception of the military, lost most influence. It is
a moot point, whether Perón co-opted the hierarchy in 1945, or
the hierarchy assumed that it could ‘capture’ Perón to implement
long-cherished projects. The 1853 Constitution which provided
for the separation of church and state nevertheless required that
the President of the Republic should be a Roman Catholic, a
provision not overturned until the new Constitution was sworn in
in 1994. For the Roman Catholic hierarchy, the principal issues
determining church-state relations have been divorce and religious
education in state schools. From time to time, mainly since the
1930s, other issues such as family and labour legislation, have also
commanded attention. Senior churchmen have been closely asso-
ciated with a number of military regimes, for example General José
Félix Uriburu (1930–32) General Eduardo Lonardi (1955) and
Onganía (1966–70). Reminding communicants that communists
were represented in the UD, the hierarchy also endorsed Perón in
1946 as he promised to retain religious instruction in state schools
(introduced in 1943). Moreover, as the 1945/6 election campaign
developed it was clear that Peronist welfare projects were substan-
tially indebted to ideas floated by Catholic Social Action in the
1930s. There was also suspicion of the traditional anticlericism of
many Radicals. The break with Perón came after 1954 with the
suppression of religious instruction in state schools and an end to
state subsidies for private (mainly Roman Catholic) schools. There
was, too, the threat of a renewed separation of church and state.
This loss of support was an essential ingredient in the 1955 coup.
Yet, of all regimes, it was the Videla government (1976–81) which
appeared closest to the Roman Catholic hierarchy. It was an asso-
ciation that allowed critics of the clerical establishment to
maintain that it sanctified – if it did not sanction – the excesses of
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the proceso. While important sections of the Roman Catholic
Church in Brazil protested against state terrorism in the late 1960s,
and in post-1973 Chile the Church became the only effective – and
certainly the only tolerated – critic of the Pinochet regime, the
Argentine Church was largely silent in the face of state terror. Was
this further evidence of the conditional approach of the Church
establishment – one of the most conservative in Latin America – to
democracy? This (in)action and the diffusion of anti-hierarchy
opinion accounts for the loss of political influence. Accustomed to
exercising informal leverage over public policies, the hierarchy was
uneasy at its inability to put a break on the re-establishment of
freedom of expression and innovation in education under
Alfonsín. In the teeth of virulent opposition from Roman Catholic
bishops, divorce was finally legalised in 1986, a reform that
attracted wide support. While continuing to voice opinion on
social matters, there is little evidence that the Roman Catholic
episcopate has re-established its former influence, notwithstanding
the open religiosity of Menem. A devout Catholic, he did not
welcome pronouncements by bishops on unemployment. De la
Rúa sought to cultivate the hierarchy with his image as a family
man and emphasis on social reform and a programme of social
inclusion. Yet, he failed to deliver. To the end, he defended the
Menem–Cavallo macroeconomic model and presided over rising
social inequity and poverty. What is the role of the Church in an
increasingly secular society? Has the Church learnt any lessons
from past associations with charismatic and authoritarian political
figures?
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It is worth recalling one of the historic reference points of
Argentine political history: the 1853 Constitution made the vote

formally available to all native-born males and the franchise was
not limited by literacy or property tests. However, the ballot was
not secret until 1912 and very few individuals exercised the demo-
cratic right to participate in elections which were, in any case,
rigidly controlled. This dichotomy between the ‘possibilities’ of the
liberal market economy and the restrictions on political partici-
pation highlighted the difference between the ‘possible Republic’
(la república posible) and the ‘true repubic’ (la república
verdadera) and explains the explosion of demands for access to
political life by the middle classes around the turn of the century.
From approximately the 1890s to the 1940s it seemed as if
Argentine politics would become more institutionalised and class-
based. Whatever construction is placed on reform in 1912, it
broadened access to the political game and generated electoral
success for parties that had been active since the 1880s or the
1890s but had achieved only limited representation in the institu-
tions of the state. With fair elections, would the Socialists or
Progressive Democrats be able to break out of their respective
narrow heartlands? Would the UCR become, like their namesakes
in Chile, a largely middle class party? The collapse of the PAN in
the 1910s appeared to offer even more opportunities to formally
constituted political organisations. The failure to consolidate class-
based party politics in Argentina during this period can be
attributed to military intervention and the ‘explosion’ of Peronism.
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Participation in the politics of patriotic electoral fraud in the 1930s
undoubtedly damaged the Socialists and Progressive Democrats.
The politics of personalism also played a part – even the Socialists
were not immune. But these parties did exhibit a degree of internal
democracy and debate. Their history was not simply that of
personality clashes, factionalism and as splits – as was experienced
by the Radicals in the 1920s and 1950s. For these organisations,
military intervention, the emergence of Peronism and the
construction of a Peronist–Radical duopoly of democratic repre-
sentation which tended to stress multi-class collaboration shifted
the whole nature of the political discourse and the ordering of
political space.

Arguably, the defining moments in twentieth-century Argentine
political history are the relatively peaceful incorporation of the
middle classes into the political process during the early decades of
the century and of the working class following the Second World
War. In the 1910s, the Radicals ‘captured’ the state and in the 1940s
the Peronists did likewise. This widening of the political system
occurred in a much shorter space of time than in many countries
and was accomplished with profoundly less disruption. But the
process of political opening was neither linear nor problem free.
There was much ‘backsliding’: oligarchic reaction of the decada
infame (1930–1943) when rigged elections and the politics of
prescription (on this occasion the Radical Party) were substituted
for the open democratic system in place after the electoral reforms
of 1912; the prescription of Peronism for most of the period
between 1955 and 1982; and the ‘Dirty War’ against ‘internal
subversion’ waged with such ferocity between 1975 and 1979.
Nevertheless, it may be argued that this political story bears a more
favourable international comparison than the economic one.
Contrasted with twentieth-century examples of political exper-
iment in Europe associated with fascism and marxist–leninism or
earlier challenges to the political status quo such as the French revo-
lution or civil war in the USA, Argentine politics in the twentieth
century appears less turbulent and bloody. Yet, since Independence,
Argentine political history has remained a story of unresolved
conflict. In the nineteenth century, these conflicts were regional and
sectional. Around the beginning of the twentieth century, social and
political conflict appeared to assume a class dimension. In the
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second half of the twentieth century, instability may be attributed
largely to intra-sectoral dispute. Thus, while the source and nature
of conflict has changed, the constant has been an inability to devise
a system of rules that contains and constrains conflict by facilitating
the resolution of disagreement. During phases of rapid growth, the
disbursement of resources masked conflict. In periods of sluggish
growth and recession, the deep-seated, unresolved nature of these
conflicts has come to the fore. This has resulted not simply in a
scramble to secure resources. It has emphasised the lack of
consensus concerning the means of financing the state and its role in
economy and society. Since the mid nineteenth century, the burden
of financing the state has fallen on a relatively circumscribed
segment of society – possibly rarely more than one-third of the
population. That third has changed over time. For example, those
who paid the inflation tax and other indirect levies (and received
little in return) during the mid nineteenth century and for much of
the second half of the twentieth, or the rural sector that was
squeezed fairly consistently from the 1930s to the 1980s, or the
salaried classes of the 1980s and 1990s who could not escape the
fiscal net and whose savings have been ‘nationalised’ – more than
once. This distortion has intensified struggles to command the
‘distributionist’ state that have made the political settlement of the
day appear particularist rather than national. If citizenship implies
access to the services of the state, and if the consumption of public
goods signals citizenship, for the greater part of Argentine history,
full citizenship has been denied to large segments of the population
and the state has rarely appeared ‘national’ – a system that
embraces or includes society as a whole. 
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The Argentine growth dilemma is captured by the relative
shortness of the period of really rapid growth, the socially

fragmented and politically limited nature of late nineteenth-
century modernisation, the perpetuation of sharp regional
dichotomies and the zero-sum game of domestic economics and
politics in the second part of the twentieth century. For example,
while exponents of the liberal development model emphasised the
utility of immigration from Europe, not least in terms of worker
discipline and literacy, for illiterate campesinos the flood of
foreign immigrants and capital represented a threat rather than a
force for liberation. The response was often violent protest.
Gauchos and the descendants of ex-slaves, subjected to oppressive
vagrancy laws, came to constitute a rural and urban underclass.
On the fringe of the export economy, these groups were socially
and politically marginalised until the 1940s. The dichotomy
between la república europea and la república morena was born
and intensified over time. For other sectors, too, foreign
investment and the growing presence of overseas corporations in
the domestic market-place was viewed as negative not positive.
Crowding out and limited access to credit confronted would-be
domestic entrepreneurs, particularly owners of small firms that
proliferated in the depression and war years. This was a criticism
of export-led growth that would feature prominently in nation-
alist and structuralists criticisms of the 1930s and 1940s and from
which would emerge antagonism to external agents and the
‘captains of industry’ by the 1960s. However, well before the end
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of the nineteenth century, up-country provincial elites were well
aware of the problem. Factions of the old federalist opposition to
centralism and dominance by Buenos Aires were less committed to
export-led growth than their pampean counterparts. Insertion in
the world system was viewed by many provincial elites as a
porteño project that afforded only transient benefits and
threatened to disturb fragile local power relations. Criticisms of
globalisation, intensified by collapse of the Convertibility Plan in
2001, echo these sentiments. 

Around 1900, landowners in the pampa húmeda were able to
move into high-grade cattle production for the lucrative overseas
meat trades. Shifting from sheep to cattle and from live to frozen
and, finally, to chilled meat exports, central pampaean producers
embarked upon a programme of specialisation that fostered
concentration in large units of production thereby curtailing the
shift towards medium-scale enterprises associated with the wool
cycle of the mid-nineteenth century and later cereal cultivation in
the agricultural colonies of Santa Fé, Entre Ríos and Córdoba. Did
the refocus on cattle-raising in the pampas prevent the emergence
of ‘model’ homestead farming and a democratic society – la
república posible that was the bedrock of nineteenth-century
liberal expectation? It has certainly been argued that a rent-seeking
rural oligarchy frustrated the development of a dynamic pattern of
medium-scale mixed farming. Was the profitability of pampean
pastoralists dependent on the use of political power to rig games
rules in favour of the ranching sector? In short, was economic
success always dependent on ‘state capture’? Irrespective of the
constructions placed upon the cause or course of events, it is clear
that several groups were excluded from the benefits of, or
considered themselves to be marginalised by, the process of export-
led growth and that the buoyancy of the commodity-export sector
was beginning to falter in the early decades of the twentieth
century. Marginalised groups such as rural workers, up-country
elites, and those antagonised by economic and social challenges
provoked by export-led growth provided a constituency that
opponents of the ‘liberal project’ and economic internationalism
would subsequently find it easy to mobilise. These ‘dissident’ or
‘marginal’ elements formed the bases of political support for
nationalist or interventionist economic policies which were 
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subsequently held responsible by neo-liberals for undermining
Argentine international competitiveness. If the ‘closed’ policies of
the third quarter of the twentieth century account for economic
stagnation and institutional inefficiency, political ‘exclusion’
around the turn of the century contributed to the formation of the
alliances that advanced those policies. Moreover, even if attempts
to revise downward the duration of the phase of really rapid
export growth are exaggerated, it is clear that ‘super export staple’
dynamism could not last indefinitely. Hence, it is equally clear that
institutional flexibility was vital for continuing economic
expansion and that societal factors after the turn of the century
tended to reduce rather than enhance institutional flexibility.

Archaic institutions checked economic transformation and
proved to be remarkably resilient – or resistant – in the face of
capitalist modernisation. Patterns of land tenure both reflected a
pre-modern social order and perpetuated a system of social
discrimination that frustrated societal modernisation along class
lines. Hence the authoritarian liberalism of the oligarchic republic
resulted from incomplete social change and, in turn, underwrote
populist experiments of the middle third of the twentieth century.
Pre-capitalist institutional arrangements were sustained, rather
than undermined, by rapid economic growth which fostered the
politics of co-option and containment. Subordinate groups, ‘class
fragments’, sectional interests and rival factions were manipulated
– and played off one against another – by dominant sectors. Behind
the facade of organisational reform, high politics was dominated
by a relatively small group – initially elite families that absorbed
aspiring immigrant talent, and later by a political class that
battened upon the state. Hence personalism and authoritarianism
were features common to the regime of Rosas, the apparently
‘meritocratic’ politics of the pax rocista, periods of party compe-
tition in the twentieth century, and the peronato – and possibly the
menemato. Like Rosas, Perón was able to present himself to the
establishment of the day as the alternative to chaos, in the latter
case emphasising welfarism as the alternative to socialist revo-
lution. Menem offered himself as the alternative to economic
chaos and a return to the political economy of the past. 

Recent years have seen a revindication of liberal – or neo-liberal
– orthodoxy. This has been driven by comparative historical
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analysis as much as by the severity of the Argentine predicament. By
the 1970s, issues such as economic stasis, a crisis of regime legit-
imacy and proximate institutional collapse were being widely
debated by Argentines who were becoming increasingly aware that
the performance of the economy since the Second World War
compared unfavourably with the historic record, with the contem-
porary experience of other large Latin American economies and
with traditional reference points such as Italy and Spain or
Australia and Canada. In comparative terms the loss of economic
momentum was greatest in two periods: the years around the World
Wars and circa the mid-1970s to mid 1980s. Neo-diffusionists, in
particular, point to social and economic costs associated with
inward-looking strategies applied from the 1940s to the 1970s that
arose from a corruption of market signals. Organisational and
demographic factors contributed to the stasis. Neo-liberals admit
that the international system became increasingly unstable during
the second quarter of the twentieth century and that this posed
particular problems for the republic. Nevertheless, using the actual
growth trajectory of Canada and Australia as a proxy, it is possible
to posit the argument that the Argentine economy would have been
at least fifty per cent ‘larger’ (and possibly more than twice as large)
in the early 1980s had less isolationist and less interventionist
policies been applied since the 1920s. These assumptions explain
the appeal of the Menem–Cavallo Convertibility in 1990/91.
Nevertheless, while many neo-liberals account for poor post-
Second World War performance in terms of misconceived strategies
and policy errors, some neo-diffusionists caution against glib
comparisons with other areas of recent settlement. For example,
although protectionism increased the cost of capital imports,
thereby reducing the efficiency of savings, and that prioritising
consumption over investment during the early Perón years further
reduced the stock of investment resources, relative decline pre-
dated the application of overtly statist policies. Compared with the
main industrialised economies and other areas of recent settlement,
Argentine rates of growth began to falter in the 1920s. Post-war
policy mistakes simply widened the gap. 

High rates of pre-First World War immigration explain lower
per capita levels of output compared with other areas of recent
settlement before that point and higher rates of demographic
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dependence thereafter. The demographic burden constrained
savings, inhibited capital market deepening, and generally frus-
trated domestic capital formation at a critical moment of limited
international liquidity in the middle decades of the twentieth
century. In contrast, Canada and Australia enjoyed even more
favourable man/land ratios and smaller populations (and much
lower rates of immigration). These factors made for substantially
higher levels of GDP per capita at the beginning of the century. The
income and savings gap between Argentina on the one hand, and
Canada and Australia on the other, widened as immigration surged
and Argentine rates of demographic dependence rose (due to
natural increase and net immigration). Similar arguments can be
made about welfarism later in the twentieth century. Massive
welfare expenditure reduced the ‘efficiency’ of investment when
capital was scarce, or induced further rigidity at a time when labour
markets were already tightening. Debates about the rate and effi-
ciency of domestic savings and imperfections in the labour market
are as applicable in the 1980s and the 1990s as in earlier periods.

Location and the nature of export staples (commodity mix and
production characteristics) only partly account for the decline.
Domestic institutional structures were, arguably, more important
and explain why Argentina was even less successful than Australia
and New Zealand in escaping from the ‘staple trap’ in the 1920s
and less successful than Mexico and Brazil in the drive to industri-
alise after the 1960s. As staples were exposed to diminishing
returns, resource flexibility was essential to ensure structural diver-
sification around the original commodity base in order to cater for
changing patterns of domestic and global demand. Imperfectly
defined property rights – especially rural property rights, in the
first instance, and later uncertainty about interaction between the
public and the private domains – limited the social diffusion effects
of export production and, along with increasing political insta-
bility which resulted in frequent changes in the ‘rules of the game’,
fostered rent-seeking. The nature and course of industrial
expansion after the 1950s produced greater dependence on the
state and intensified the struggle to command the state. The gains
for winners were substantial, the costs to losers great as the
‘productivity’ gap of the middle third of the twentieth century
became the ‘productivity’ time bomb of the 1980s. 

Conclusion 231

Conclusion.qxd  04/10/02  07:44  Page 231



Economistic analyses such as these recognise the importance of
political economy and institutions. Namely, that for much of the
nineteenth and twentieth centuries, capitalist growth failed to
change the basic organisational principles of Argentine society. This
view is obliquely acknowledged in revisionist interpretations of the
political history. Populism, co-option, distributionism and authori-
tarianism are the terms that dominate the modern political science
literature. Indeed, ideology and structure were conspicuous by their
absence in Argentine electoral politics of the twentieth century
which has been dominated by ‘leaders’ and ‘movements’. In this
climate, authoritarianism and the politics of co-option and
exclusion flourished. The success – and survival – of the system
depended on growth. The limits of this socio-political arrangement
were revealed in the middle decades of the twentieth century. New
groups (first the urban middle classes and later urban labour) clam-
oured for access to the system at precisely the moment when rates
of growth began to falter. Consequently, economics and politics
became a zero-sum game, perpetuating conflict in place of
compromise as gains by one sector were translated into losses for
another. The system had proved incapable of establishing institu-
tions which were able to resolve distributional crises when the
domestic and international conjuncture were favourable. Hence
systemic weakness was exacerbated by the politics of the new post-
Second World War order.

Populist arrangements – loose, multi-class, distributional
alliances headed by a charismatic leader, devoid of ideological
consistency or ‘ideological project’ – provided a facade of inno-
vatory politics that temporarily masked deep-rooted structural
fissures in the body politic in the 1910s, the 1940s and the 1990s.
The party political history of the country also suggests that a
substantial degree of independence was enjoyed by the political
class. Was this because the state stood above society or because
there was an early separation of economic and political power? The
role played by organisations such as the PAN, no less than by the
UCR and PJ, brings into question the neat identification of state
with dominant interest groups. Perhaps ever since the 1860s,
segments of the dominant economic elite progressively delegated to
políticos responsibility for ordering political life. When done with
finesse, notably during periods of rapid economic growth, the
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political class constructed a facade of democratic representation
and accountability. By the same token, there was an increasing
detachment of the political class from society and the substantive
power structure. However, systemic instability and periodic inter-
ventions by the military enabled the political class to create the
image of itself as essential arbiters of the system. The longevity of
many politicians contributed to this illusion. They survived removal
from office and exclusion from politics, but returned, demon-
strating their indispensability. This also confirms the endurance of
party politics as clientelistic and personalistic. In periods of
resource availability, the political class distributed to strategic
sectors. When resources have been in short supply, the political
class has distributed to itself. 

Domestic institutional shortcomings were certainly highlighted
by a deteriorating external environment in the 1920s and there-
after. Previously closely linked with Britain, the republic was
compromised by economic decline and loss of international
political prestige by the United Kingdom. If rapid growth and an
economic orientation towards Europe in the pre-1930s period had
fostered claims to leadership in South America and encouraged the
formulation of a foreign policy that was independent of, or antag-
onistic towards, the USA, such a programme could only be
sustained thereafter at great cost, not least in terms of enabling the
country to find in the USA an alternative ‘sponsor’ in place of the
now decadent ‘patron’, the United Kingdom. This was precisely
the moment when Brazil and Mexico secured a more accommo-
dating relationship with the USA. Most students of international
economic relations accept that a high price was exacted by the USA
for Argentine neutrality during the Second World War, and that
Washington was opposed to attempts by Perón to construct a
‘third path’ that was neither capitalist nor communist in the post-
war years. On the eve of the Second World War, the country
appeared to be locked into a commercial and financial relationship
with Britain which intensified during the war, much to the
annoyance of US business. Blocked sterling balances arising from
war-time supplies to the Allies held at the Bank of England
appeared to promise preferential access by British exporters to the
Argentine market after the conflict. Yet the country gained little
goodwill with the USA for part-financing the Allied war effort.
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On the contrary, insistence by Buenos Aires on neutrality and
maintaining links with the Axis powers aroused the ire of the State
Department which was inclined to depict the 1943–46 military
regime and Perón as pro-fascist. Paradoxically, with the onset of
the Cold War, the Perón administration was viewed as likely to
facilitate communist penetration of the continent. The result was a
US trade embargo and an attempt to rig international markets
against Argentine exports. It is more debatable whether the US
economic boycott at this point did more than intensify a process of
structural and institutional ossification that was already well
advanced. Yet the endurance of this idea – that distance from the
USA cost the country dear in the second half of the twentieth
century – undoubtedly had an influence on the strategy of
rapprochement and proximity essayed by Menem and sustained by
his immediate successor in the 1990s.

The survival of this view of the outside world is pernicious in
that it deflects attention from internal institutional inadequacy.
Imported arrangements like the Convertibility Plan of 1991 or the
1853 Constitution, modelled on that of the USA, can be made to
work if firmly embedded and operated so that there is a close
correspondence between rhetoric and reality – between what an
arrangement promises and what it is capable of delivering. In the
light of recent developments, this means effecting a thorough
transformation of domestic structures in order to promote socio-
political responsibility that constrains the capacity of the state (or
the political class) to misbehave. Economic chaos in 2001/2 – as in
1989 and earlier – underscores the cost of social anomia.
Argentine history has been a story of the opposites of co-option-
and-exclusion, of particularist projects disguised as inclusive, and
consumption versus accumulation. Argentines have been ill-served
by their politicians, who for too long have seemed to represent a
state that stood above society, or were themselves detached from
that society. But it is society at large that has to devise a political
arrangement that facilitates participation, and pluralist debate that
generates solutions to issues such as resource creation and use. The
solution to the current economic crisis lies with Argentines, not the
IMF or other external agencies. Argentina is an entity that has been
largely made through engagement with the international
community. The nature of that engagement has changed over time,
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often due to domestic decisions. In the early twenty-first century,
Argentines once again have an opportunity to determine the nature
of their relationship with the global economy – just as in the 1820s,
the 1880s, the 1940s and the 1980s.
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The latest compilation by Angus Maddison, The World Economy: A
Millennial Perspective (Paris: Organisation for Economic Co-oper-

ation and Development, 2001), is an exceptional work of reference. It
contains a wealth of quantitative evidence on long-term changes in world
income and population, including data on trade, life expectancy, literacy,
international migration and investment; in other words, information
against which the comparative performance of Argentina can be assessed.
The standard work on Argentine historical statistics is Vicente Vázquez-
Presedo Estadísticas históricas argentinas: compendio, 1873–1973
(Buenos Aires: Academia Nacional de Ciencias Económicas, 1988) and
supplements, which contain a selection of comparative data on other
Latin American countries. See also United Nations Organisation,
Economic Commission for Latin America, El desarrollo económico de la
Argentina, four volumes, (Mexico DF: CEPAL, 1959). Roberto Cortés
Conde was the first to construct a consistent, integrated set of growth
data: ‘Estimaciones del producto bruto interno de Argentina,
1875–1935’, Documentos de Trabajo – Economía: No. 3 (Buenos Aires:
Universidad de San Andrés, Departamento de Economía y Matemática,
1994) and La economía argentina en el largo plazo (Buenos Aires:
Sudamericana/Universidad de San Andrés, 1997). A sophisticated
reworking of a broad range of quantitative data (and the construction of
new time series) is offered in the compilation of essays by Gerardo della
Paolera and Alan M. Taylor (eds), The New Economic History of
Argentina (Cambridge: Cambridge University Press, forthcoming).
Important contemporary publications that contain quantitative material
and illustrative comment are (in chronological order): 

Reginald Lloyd (ed.), Twentieth Century Impressions of Argentina: its
History, People, Commerce, Industry and Resources (London: Lloyds
Bank, 1911)

Alberto B. Martínez and Maurice Lewandowski, The Argentine in the
Twentieth Century (London, 1911)
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W.H. Kobel, Argentina: Past and Present (London: Adam & Charles
Black, 1914)

Ernesto Tornquist, The Economic Development in the Argentine Republic
in the last Fifty Years (Buenos Aires: Banco Tornquist, 1920)

Alejandro E. Bunge, Los problemas económicos del presente (Buenos
Aires: Revista de economía argentina, 1920)

——, La economía argentina (Buenos Aires: Academia Nacional de
Ciencias Económicas, 1930)

——, Una nueva Argentina (Buenos Aires: Academia Nacional de
Ciencias Económicas, 1940). 

The Times Book on Argentina (London: The Times, 1927)

Two new publications that provide comparative perspectives are Mário
Rapoport et al., Historia económica, política y social de la Argentina,
1880–2000 (Buenos Aires: Ediciones Macchi, 2000) and Guillermo Vitelli,
Los dos siglos de la Argentina: historia económica comparada (Buenos Aires:
Prendergast Editores, 1999). The field of comparative studies, however,
dates from the 1970s. In chronological order, the principal contributions are: 

Vicente Vázquez-Presedo, El caso argentino: migración de factores,
commercio exterior y desarrollo, 1875–1914 (Buenos Aires:
EUDEBA, 1971)

John Fogarty, Ezequiel Gallo and Hector Diéguez (eds.), Argentina y
Australia (Buenos Aires: Sudamericana, 1979)

Tim Duncan and John Fogarty (eds.), Australia and Argentina: On
Parallel Paths (Melbourne: University of Melbourne Press, 1984)

D.C.M. Platt and Guido Di Tella (eds.), Argentina, Australia and Canada:
Studies in Comparative Development, 1870–1965 (London:
Macmillan, 1985)

A.E. Dingle, D.T. Merrett, et al., Argentina and Australia: Essays in
Comparative Economic Development (Victoria: 1985)

Carlos F. Díaz Alejandro, ‘No less than One Hundred Years of Argentine
Economic History plus some Comparisons’ in A. Velasco, Trade,
Development and the World Economy (London: Macmillan, 1986)

Carl E. Solberg, The Prairies and the Pampas: Agrarian Policy in Canada
and Argentina, 1880–1930 (Stanford: Stanford University Press,
1987)

D.C.M. Platt (ed.), Social Welfare, 1850–1950: Australia, Argentina and
Canada Compared (London: Macmillan, 1989)

Jeremy Adelman, Frontier Development: Land, Labour and Capital on
the Wheatlands of Argentina and Canada, 1890–1914 (Oxford:
Oxford University Press, 1994)

David Sheinin and Carlos A. Mayo (eds), Es igual pero distinto: Essays in
the histories of Canada and Argentina (Peterborough, Ontario:
FrostCentre/Trent University, 1997).

Modern scholarly work on international relations, published in
Argentina, also dates from the late 1970s, exploring international and
domestic aspects of diplomatic history and the history of international
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economic relations. Much of this literature focuses on the shifting balance
in Argentine international relations in the 1930s and 1940s, as British
influence slipped and that of the USA grew, on tensions in the
Argentine–US relationship thereafter, and on efforts to redefine the
regional and world position of the republic. See, for example,

Alberto Conil Paz and Gustavo Ferrari, Política exterior Argentina,
1930–1962 (Buenos Aires: Círculo Militar, 1971)

Carlos Escudé, Gran Bretaña, Estados Unidos y la declinación Argentina,
1942–1949 (Buenos Aires: Editorial de Belgrano, 1983)

——, La Argentina vs. las grandes potencias: el precio del desafío (Buenos
Aires: EUDEBA, 1986)

Ruben Perina and Roberto Russell, Argentina en el mundo (Buenos Aires,
1988)

Mário Rapoport, Gran Bretaña, Estados Unidos y las clases dirigentes
Argentinas, 1940–1945 (Buenos Aires: Editorial de Belgrano, 1980)

——, Política y diplomacia en la Argentina: las relaciones con EE UU y la
URSS (Buenos Aires: Editorial Tesis-Instituto Torcuato Di Tella, 1987)

——, El labarinto argentino: política internacional en un mundo
conflictivo (Buenos Aires: EUDEBA, 1997)

Roberto Russell (ed.), La política exterior argentina en el nuevo orden
mundial (Buenos Aires: Editorial de Belgrano, 1992).

See also: 

Guido Di Tella and Donald Cameron Watt (eds), Argentina between the
Great Powers, 1939–1946 (London: Macmillan, 1989)

Thomas F. McGann, Argentina, the United States, and the Inter-American
System, 1880–1914 (Cambridge, MA: Harvard University Press, 1957)

Joseph Tulchin, La Argentina y los Estado Unidos: historia de una descon-
fianza (Buenos Aires: Planeta, 1990)

For the nineteenth century, the most complete account of
British–Argentine relations (examining financial and commercial dimen-
sions of the relationship, in addition to the political and diplomatic)
remains Harry S. Ferns, Britain and Argentina in the Nineteenth Century
(Oxford: Clarendon, 1960). Roger Gravil, The Anglo-Argentine
Connection, 1900–1939 (Boulder, Colorado: Westview, 1985) seeks to
extend the period addressed by Ferns. For a nationalist perspective, see
Julio and Rodolfo Irazusta, La Argentina y el imperialismo británico: los
eslabones de una cadena, 1806–1933 (Buenos Aires: Editorial Tor, 1934).
Recent narratives such as Consejo Argentino para las Relaciones
Internacionales (CARI), La política exterior argentina y sus protagonistas,
1880–1995 (Buenos Aires: Nuevohacer/Grupo Editor Latinoamericano,
1996) and Mónica Deleis et al., El libro de los presidentes argentinos del
siglo XX: la historia de los que dirigieron el país (Buenos Aires: Aguilar,
2000) contain informative detail and anecdotal evidence.

The literature on history and politics is vast and, unsurprisingly, has
undergone several revisions. The earliest works of history were produced
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by some of the principal political protagonists of the nineteenth century.
The writing of figures such as Juan Bautista Alberdi, Bartolomé Mitre and
Domingo Faustino Sarmiento, participants in the struggle to forge the
state and make a nation, offer insights on the events, processes and project
to establish a modern republic founded on overtly liberal precepts.
Although addressing similar issues – the process of independence, the
struggle between ‘barbarism’ and ‘civilisation’ during the Rosas period,
civil war and provincial resistance to the consolidation of a centralised
nation-state, and the final achievement of a constitutional settlement –
efforts to produce objective history date from 1910. In part triggered by
the spirit of optimism and sense of achievement that marked the cele-
bration of the first centenary of Independence in 1910, authors of the
Nueva Escuela Histórica (New Historical School) attempted to profes-
sionalise the study of history while continuing the largely whigish,
narrative approach that had characterised earlier writing. By the 1930s, a
nationalist, revisionist current was gathering force. This challenged the
hegemonic liberal view by reinterpreting the past, not least the early
national period and the nature of the relationship between Buenos Aires
and the interior provinces.

Methodologically, historical writing of the 1950s and 1960s was
shaped by structuralism and dependency, dominant paradigms in the
social science literature, though focus and periodisation differed little
from that of earlier schools. Publications on the political process between
c.1870 and 1916 continued to dominate. The tone and content of
historical writing shifted radically after the 1970s, influenced by the
politics of the period and the return of democracy in 1983. Particular
attention was devoted to the history of political parties, the formation of
(and interactions among) power blocs – including the military and
organised labour, the failure to consolidate democratic institutions and, to
a lesser extent, electoral history and the history of ideas.

Political participation, ‘mass democracy’, populism, the nature and
politics of Peronism, and state institutionality now absorb scholarly
attention as historians re-examine ideas and events of the nineteenth and
early twentieth century in order to seek an explanation for institutional
fragility in the second half of the twentieth. A number of general texts
address the broad sweep of history, politics and ideas. These include two
well-regarded interpretive essays, Félix Luna, Breve historia de los
argentinos (Buenos Aires: Planeta, 1999) and Luis Alberto Romero, Breve
historia contemporánea de la Argentina (Buenos Aires: Fondo de Cultura
Económica, 2001), and general surveys and edited collections such as: 

Natalio Botana and Ezequiel Gallo, De la república posible a la república
verdadera (Buenos Aires: Ariel, 1997)

Eduardo Crawley, A House Divided: Argentina, 1880–1980 (London:
Hurst, 1985)

Gustavo Ferrari and Ezequiel Gallo (eds), La Argentina del ochenta al
centenario (Buenos Aires: Sudamericana, 1980)
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David Rock, Argentina, 1516–1982: from Spanish Colonization to the
Falklands War (London: I.B. Tauris, 1986) 

James R. Scobie, Argentina: a City and a Nation (New York: Oxford
University Press, 1964)

Mark D. Szuchman and Jonathan C. Brown (eds), Revolution and
Restoration: the Rearrangement of Power in Argentina, 1776–1860
(Lincoln: University of Nebraska Press, 1994)

Gary W. Wynia, Argentina: Illusions and Realities (New York: Holmes &
Meier, 1986).

For a first-class, institutional approach to politics and society see Paul W.
Lewis, The Crisis of Argentine Capitalism (Chapel Hill: University of
North Carolina Press, 1990). 

The scholar who has made the greatest contribution to the reinterpre-
tation of all facets of Argentine history is Túlio Halperín Donghi. His
works cover virtually all the principal periods of modern history: 

Politics, Economics and Society in Argentina in the Revolutionary Period
(Cambridge: Cambridge University Press, 1975)

Argentina: de la revolución de independencia a la confederación rosista
(Buenos Aires: Paídos, 1972)

Proyecto y construcción de una nación: Argentina, 1846–1880 (Caracas:
Biblioteca Ayacucho, 1980)

Auge y caída de la república verdadera, 1889–1910 (Buenos Aires: Ariel,
2000)

Vida y muerte de la república verdadera, 1910–1930 (Buenos Aires: Ariel,
1977)

Argentina: la democracia de masas (Buenos Aires: Sudamericana, 1980)
El espejo de la historia: problemas argentinos y prespectivas latinoameri-

canas (Buenos Aires: Sudamericana, 1987)
La larga agonía de la Argentina Peronista (Buenos Aires: Sudamericana,

1994).

In addition, he has edited many collections, for example (with Torcuato Di
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