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Low Economic Growth in Latin American
Introduction
Latin America is a region that comprises a number of the nation states with a different level of economicgrowth, depending on the individual nation. It comprises of the individual nations that are within the geographical region of Central America, South America,and even the Caribbean. Latin American was developed during the colonial period when the Portuguese and the Spanish were in the control of the power(Alesina, et al, 201). The major economies of this Latin America are the Mexico, Brazil, Chile, Colombia,and Argentina. This economy is mostly depended on the export commodities; therefore this means that their economic growth is mostly depended on the global price of other nations.
Economic Growth
Economic growth is a rise in the throughput of the economy of a given nation to produce goods and services within the different period of time. This economic growth can be measured using different ways such as nominal or real terms and even by inflation, however, some matrices are used to measure this economic growth. Economic growth leads to the moreprofitable production of a nation in terms of high stock price, employment and high production of the goods on large scales. Therefore, when measuring the economic growth, the best way to measure is by use of the gross domestic product. It combines all of the goods and services that country produces for the sale regardless whether they are sold internally or externally (Alesina, et al, 191).


Causes of Low Economic Growth in Latin America
Despite the high economic growth in Latin America, there are some of the factors that are still holding behind the economic growth of these countries. Currencies in Latin American have been a major obstacle towards growth since 2014 in most countries because of the slow rateof growth in the region. Some of these factors are low price of the commodities, fiscal deficit andhigh level of inflation of the commodities in Latin American’s country. According to Lewis (33), each country was affected was affected by these factors which leads to low economies.
The low price of commodities;
The price of the export commodities has fallen across all the Latin American countries abruptly hence reducing the export revenue in the region. According to Lewis (33), Brazil is one of the Latin American countries have been most of the time affected by the falling prices of her production of the commodities. Therefore, her currency has been feeble to her fellow nations in terms of production and exportation of the goods and services. In another hand, the low price of the commodities reduces the revenue of the country which is a key point for the economic production of the country.
The case of Chile’s economy will be affected by the high drop in copper prices.  If copper prices fall further, it could be a major problem to the economy of the Chile which leads to the reduction in the economic development of Chile as a nation. Due to this reason, it follows that Chile will depend on other nations such as China to export their copper which is their major export commodity. In another hand, this exportation of copper to China will abruptly lower the economy of China when not looked keenly which will then be a negative influence onChile(Prebisch, 81).
Take the case of Venezuela where the price of oil which is responsible for her economic growth for about 98% and also her major export earnings, has collapsed. This situation made Venezuelan President is in dilemma, hence running for the loans and aid in China, Russia and even in Qatar to boost his impending default of his country. This act lowered the economic growth of the country.
Political uncertainty;
Political uncertainty started by the U.S.A President Donald Trump, where he threatened by imposing protecting measures to discourage investment inthe south of the Rio Grande and deport millions of Mexicans and Central Americans back in their countries, contrary to his agreement where he agrees to negotiate North American Free-Trade Agreement with Mexico and Canada(Alesina, et al., 201). This delayed the economic development of these countries, until recently where Mexico is seen to recover after the election. Her annual growth rate has grown to 2.7% since then.
Fiscal deficit;
Most of the Latin American countries, the fiscal deficit in trade is the major problem which affects negatively the revenue of the government. Such a problemhas been experienced in Venezuela wherethe government isspending a highbudget deficit is being financed to a large extent that the government earning (Prebisch, 65). This reduces the economy of the nation whereby the economic growth of the country will be hampered by the deficit that is being created by the government. Since revenue is the back born of economic growth, this means that the country which is running under the deficit will be negatively affected.
Peru is one of the Latin American countries its currency has depreciated to a lower level than her other Latin American countries. This brought a problem to Peru’s enormous current account deficit, hence lowering the economic growth, which will then cause a negative impact on the price of the commodities produced in Peru. According to Gunder(113), when the economic growth remains low in GPD it will then follows that the significant risk will be high. In such a case, it follows that the economic growth of Peru will be sluggish behind as compared to that of her fellow members.
High level of inflation of commodities;
Most of the Latin American countries have experienced a high level of inflation in their economies, maybe because of the weaker currency among the member states. For this case, it prevents the World Bank from issuing the funds that can support a country in the economic development, or if it is to support then it ease monetary policy and restriction in monetary conditions. This will hamper the borrowing of the funds from the bank in fear of the restricted policies and condition which are employed by the World Bank (Prebisch, 75).
The case in Colombia which experiences a high rate of falling of inflation and hampering of the economic growth was probably caused by the lower levels of the violence. Since long we see Colombia sluggish behind in economic development until 2015 when the economic growth started taking place with expansion slowing rate of 0-2 percent rate.
Mexico is among the countries in the world which experiences the main destinations for foreign investments; however, is also one of the countries that are being been affected most by protectionist U.S. trade policies.Also Mexico in recent years, investments have been affected by the growth of organized crime and the rise of the corruption among the government leaders who keep the funds which mend for the economic development in their pockets(Alesina, et al., 201).However, in 2014, the government employs the new industrial strategies which would require foreign investment in the country.
Consequences of Low Economic Growth in Latin America
Low economic growth in Latin America has led to increased debt problems. Latin America has been hit by debt crises in the past due to its slow in economic growthanother. The country also exploits her citizens by overtaxing them in order to pay back the borrowed money(Nouriel, and Sala-i-Martin, 21). Since the government requires money to provide the basic needs makes a country to be dependent on revenue that is crucial for the economic growth of the country.
The low economic growth in Latin America has led to high poverty levels in those countries. Most of the Latin American countries are third and second world countries due to high poverty levels caused by the slow economic growth in those countries(Prebisch, 59). Haiti, one of the poorest countries (according to the World Bank) in the World is found in Latin America. The poverty levels are high in these countries compared to European and some Asian countries. Low economic growth leads to low per capita income which in turn leads to low savings and low investment, which creates the vicious cycle of poverty.
Low economic growth in Latin America has also resulted in low development levels in those countries. Economic growth is usually triggered by technological innovations which are not available in Latin America. Most of the countries in Latin America export agricultural products such as coffee and wheat. Brazil, for example, is a major exporter of coffee. Development is always characterized by a change from agricultural production to manufacturing and industrialization(Prebisch, 70). Developed countries such as Japan and China export industrial goods such as vehicles and automobiles. Due to the low economic growth in Latin America countries, they are unable to change from agricultural to manufacturing countries. A change in manufacturing countries requires a fast economic growth which is not being witnessed in Latin America.
Low economic growth in Latin America has resulted in high inflation levels in those countries. Due to low economic growth, the value of the currency in those countries has deteriorated adversely especially due to the stronger United States Dollar which continues to suppress the weaker currencies in those countries. The high inflation levels also contribute to imbalanced export and import misappropriation.  These countries spend a lot on importing goods because of the weaker currencies while their exports are cheaper to the importing countries because of the stronger currencies (Borensztein, et al., 123).
Low economic growth in Latin America has led to high unemployment cases in those countries. Just like other developing countries, most of the Latin American countries are faced with high levels of joblessness and unemployment. This is because the low economic growth does not match with the rapidly growing population in those countries. Since the economy is smaller than the population, many people end up being jobless(Borensztein, et al., 120). On the contrary, if the economic growth was fast and matching with the population growth, there would be no cases of unemployment in those countries. Unemployment, therefore, can be attributed to low economic growth and is a consequence of the same.
	Another consequence of low economic growth in Latin America is a higher risk of recession. Due to weaker potential growth, the average real Gross Domestic Product (GDP) is lower in Latin America countries. This, in turn, leads to a smaller rise in budgetary revenue. A weaker GDP potential growth translates to a lower rise in personal income taxes. According toGunder(118), corporate profit growth will consequently go down.
Solutions
In order to curb the low economic growth in Latin American nations, these countries need to rise the aggregate demand for their products. Aggregate demand can be increased through lower interest rates which reduce the cost of borrowing which in turn increases the disposable income of the consumers. Increased spending by the consumer means high demand for local goods which leads to more goods being produced in the economy ( Nouriel, and Sala-i-Martin, 29). This translates to high economic growth.
Another solution to low economic growth in Latin American countries is devaluation, which is, making exports cheaper and imports more expensive, which in turn, increase domestic demand. High domestic demand wills open doors for more industries to be established since there is less or no competition from foreign goods. According to Hofman(80), more industries will create more job opportunities to the local people which will help to curb the problem of unemployment.
The government in these countries can also increase economic growth by expanding the fiscal policy. It can achieve this by cutting taxes in order to increase the disposable income and encourage spending. Increased spending will lead to a high demand for goods which boosts economic growth. According to Gunder(40), the government can also increase spending by lowering the interest rates in order to encourage borrowing. Increased borrowing will lead to high disposable incomes which consequently lead to high economic growth. 
The government in these countries can also increase economic growth by expanding the fiscal policy. It can achieve this by cutting taxes in order to increase the disposable income and encourage spending. Increased spending will lead to a high demand for goods which boosts economic growth. According to Gunder(40), the government can also increase spending by lowering the interest rates in order to encourage borrowing. Increased borrowing will lead to high disposable incomes which consequently lead to high economic growth. 
According to Lewis (36), increasing labor productivity in these countries can also help boost economic growth. Human capital is very key when it comes to the production of goods in any given country. Human productivity is determined by the levels of education, training,and motivation. Increased labor productivity will help firms and industries to make more sophisticated quality production. TheLatin American nations should, therefore, consider increasing their labor productivity by increasing their training skills and offering relevant education systems.
Application
How will the government apply the said solutions to promote the economic growth in their countries? First, the government will increase the demand for locally produced goods by restricting imports. It can achieve this by imposing high customs duties onimported goods. The government can also lower the taxes charged on locally produced goods to make them cheaper and affordable to the local consumers. This will create a large market for the locally produced goods and therefore the Gross Domestic Product (GDP) of the country will increase(Honglin, 180).
	The government should lower the interest rates in order to encourage borrowing. For example, if the interest rate was initially at 20%, lowering it to 10% will encourage many people to borrow money from the banks and other lending institutions. Increased borrowing will lead to high disposable income among the people. According to Gunder(34), high disposable income leads to a high demand for goods and services which in turn leads to more production of goods and services leading to high economic growth. Also, the government can increase spending by reducing the taxes imposed on individual incomes. For example, if the tax was at 25% and is reduced to say 10%, there will be more savings which will lead to increased demand.
According to Hofman(88), embracing the new and modern technology will help improve the production quality and quantity. Instead of producing on small scale, the production will be on large scale. The surplus goods will be sold as exports to earn the country foreign exchange. The foreign exchange earned will help the government to improve the services it provides to the citizens such as health, education,and infrastructure. Improvement of such services is an indicator of economic growth.
Conclusion
According to Gunder(117), economic growth of every country is measured by an increase in gross domestic product, which is the value of goods and services produced in a country annually. Therefore, there are several factors that are behind this economic growth depending with each nation in its utilization of the resources. Like the case of the Latin American countries, it can increase its economic growth by increasing the aggregate demand, use of technology in their economic growth, introducing fiscal policy and increasing labor productivity.
Despite the forces behind the economic growth in Latin America, there are still some risks that have to be looked at keenly that may hinder economic growth.  Economic growth in countries like Peru and Brazil, policy uncertainty can be a major barrier towards this growth. Factors like fiscal deficit, low price of commodities, natural disasters and high levels of the inflation of the commodities could all set back the region’s growth (Honglin, 180). It is the duty of the government to set good strategies that can promote the economic growth of the nation.
In another hand, despite all these challenges that are facing the Latin American countries some countries like Chile, Brazil and even Peru has grown much higher recently. Like the case in Chile, the influx investment has grown every year from 2010 to 2015. According toHofman(88),this has made Chile to the most attractive country in terms of foreign investment in the region of Latin America, but also her growth has sometimes affected in other ways since Chile mostly dependent on the mining projects which sometimes got exhausted.  However, more investors are attracted in Chile because of its natural resources that are readily available.
The case in Chile which is the most associated with the mining industry in the country. Despite the mineral is in a state of exhaustible and having a negative impact to the environment, eighth of the working population is employed in this industry and is one of the top countries in the world in the exportation of copper(Honglin, 180). This tells that the economy of Chile is much depended on this industry for its growth.
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