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European Media Coverage of
Argentina’s Debt Default and Recovery:
distorting the lessons for Europe

JULIEN MERCILLE

ABSTRACT In 2001 Argentina defaulted on its debts and then devalued its
currency by abandoning the peso–dollar peg. The economy rebounded and has
grown relatively strongly since then. This paper uses a critical political
economy approach to first show that the Argentinian strategy finds support in
the literature examining the effects of sovereign debt default, currency
devaluation and fiscal consolidation on economic growth. Argentina is thus
relevant to Europe’s ongoing crisis. The article then investigates European
media coverage of the Argentinian experience through an examination of major
newspapers’ stories between 2008 and 2013. It argues that the media have
distorted the lessons of the Argentinian recovery by focusing on the negative
consequences of default rather than its benefits; by emphasising the role of
rising commodity export prices over domestic policy decisions in stimulating the
economy; by opposing some aspects of government intervention in the economy
even if the latter played a beneficial role; and by exaggerating the negative
consequences of inflation. This distorted coverage is explained through
reference to the media’s ideological role in the implementation of austerity
policies in Europe.

Europe has been engulfed in a financial and economic crisis since 2008. The
eurozone, led by the troika of the IMF, the European Commission and the
European Central Bank, has reacted by pursuing a strategy of austerity which
has not been successful in reviving growth. This experience is not unknown to
a number of developing countries, which have been subjected to IMF-sponsored
fiscal consolidation programmes only to see their economic performance
worsen.
However, there are examples of different strategies that have resulted in more

positive outcomes. For example, left-of-centre Latin American governments that
have come to power over the past decade have challenged neoliberal orthodoxy
and seen marked improvements in their economic growth rates and social
well-being. In particular, the experience of Argentina is directly relevant to
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Europe’s current predicament. Buenos Aires dealt with a debt crisis in 2001 by
defaulting on some of its creditors and adopting strategies that enabled the
economy to recover over a relatively short period of time. According to IMF

data, in the decade following default, GDP grew by some 90% in real terms.1

This paper argues that Argentina’s positive experience is the result of three sets
of economic policies. First, the debt restructuring freed the country from
substantial interest and principal payments. Second, eliminating the peg
between the peso and the US dollar enabled the maintenance of a competitive
exchange rate. Third, government intervention in the economy improved social
indicators.
Europe has adopted contrary policies, with negative outcomes. Defaulting on

debt repayments and abandoning the euro have been resisted, while fiscal
consolidation has been implemented. Critical scholars have noted that such
austerity packages can be conceived of as class projects aimed at rolling back
the welfare state.2 For example, government spending cuts tend to target
programmes on which lower income groups and vulnerable segments of the
population rely to a greater extent, such as welfare, old-age and child benefits,
public health care, and poverty alleviation measures. Moreover, when taxes are
increased to close the fiscal deficit, regressive taxes on consumption (such as
the valued added tax—vat) are often raised in priority over corporate tax rates
which, in contrast, may be cut. Such measures, however, do not succeed when
applied in a downturn, because cutting aggregate demand shrinks the economy
and forces businesses to cut back on hiring, investment and production, which
typically leads to economic stagnation and unemployment.
There is an important ideological aspect to the ongoing deployment of fiscal

consolidation in Europe. In particular, the media play a significant role in
presenting government strategies to the public, rationalising their implementa-
tion, and highlighting their allegedly positive effects. Although the economic
crisis has generated much scholarly debate, the related role of news organisa-
tions as ideological institutions has received little attention.3

The remainder of the paper is organised as follows. First, the literature on
sovereign debt default, currency devaluation and fiscal consolidation is
reviewed. It will be shown that existing research provides substantial support
for the effectiveness of Argentina’s strategy to deal with an accumulation of
debt and revive economic growth. Second, the European press is examined to
reveal that, since 2008, it has neglected the Argentinian case or reported on it
negatively. Media coverage has thus been in line with European elites’ strategy
of emphasising fiscal consolidation and neglecting more progressive alternatives.
The paper provides a critical assessment of mainstream media coverage and as
such emphasises the positive aspects of the Argentinian recovery since 2001.
This is not to say, however, that the Kirchner administrations have been
flawless. They have been criticised for failing to extend redistributive reforms
further in a number of socioeconomic areas, with the result that multiple
problems remain.4 Nevertheless, there is agreement that Argentina has moved
away from the neoliberal model and that, overall, improvements have been
significant.5

JULIEN MERCILLE

1378

D
ow

nl
oa

de
d 

by
 [

U
ni

ve
rs

ity
 C

ol
le

ge
 D

ub
lin

] 
at

 0
4:

20
 2

1 
Se

pt
em

be
r 

20
13

 



Default, devaluation, and anti-austerity: a strategy for economic recovery

Sovereign debt default

The literature on sovereign default has examined extensively the issue of
governments’ repayment of external debts. In particular, it has sought to identify
the possible costs faced by countries that do not repay their borrowings. Among
those costs that have been suggested are international trade and financial market
exclusion, reputational costs of a political or economic nature in international
relations, negative domestic political consequences (such as the government
losing power after defaulting), and damage to the domestic economy through
negative repercussions on the financial system.6

However, paradoxically, research has not been able to identify significant
long-term costs resulting from default. Indeed, in a systematic study the IMF

concluded that the ‘most robust and striking finding is that the effect of defaults
is short-lived, as we almost never can detect effects beyond one or two years’.7

Others have confirmed that default ‘does not reduce significantly the probability
of tapping the markets’ and found that ‘the average exclusion from international
credit markets following a default declined from four years in the 1980s to two
years in the 1990s’.8 Moreover, the level of bilateral trade between a defaulting
country and its creditor countries tends to decrease initially, but it eventually
recovers. Similarly the ‘reputation of sovereign borrowers that fall in default, as
measured by credit ratings and spreads, is tainted, but only for a short time’.9

Defaults may have a negative effect on output growth,10 but this is not as
large as is commonly perceived, as there is ‘no statistically significant effect
after the year in which the default takes place’, although there is a negative
impact on GDP growth ‘ranging between 0.6 and 2.5 percentage points’ immedi-
ately after default.11 Furthermore, some researchers argue that the effect of
default on growth is in fact even less negative than the consensus in the litera-
ture maintains. One study concludes with ‘a simple and sobering message:
contrary to what it is typically presumed, defaults have not been followed by
output contractions. In fact, we find that the opposite seems to be the case: the
default quarter coincides with the trough of the output contraction, and marks
the start of the economic recovery’.12 This means that the negative output
effects of default are probably related to anticipation of default rather than to
the default itself—and once the latter has happened, growth picks up quickly.

Devaluation

There are many studies of the effects of the real exchange rate on growth that
have examined the experience of a large number of countries since the 1960s
using a range of methodological techniques.13 A ‘systematic finding appears
common to almost all’, namely, that maintaining a competitive (ie undervalued)
exchange rate has positive effects on economic growth, while overvaluation
tends to slow growth down.14 A competitive exchange rate can, among other
things, improve the trade balance and stimulate the export sector, while an
overvalued currency may lead to rising imports and a deteriorating balance of
payments.15

EUROPEAN MEDIA COVERAGE OF ARGENTINA'S DEBT DEFAULT AND RECOVERY
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These findings apply to the history of Latin America’s various exchange rate
regimes. A recent survey concludes that an overvalued real exchange rate ‘can
lead to disastrous outcomes affecting short and medium term growth’. In partic-
ular, ‘fixed and semi-fixed exchange rate regimes’, focused on lowering inflation
instead of fostering growth and employment, can lead to currency ‘appreciation
and balance of payment and financial crises’. Such crises can transform into
great depressions, as in South America in the late 1970s and Argentina in the
1990s. Therefore policies should target and preserve an exchange rate that is
stable and competitive.16

Similar conclusions may be drawn for the case of large currency devaluations,
or currency collapses, which have been shown to have potentially positive effects
on growth (although some studies have emphasised their contractionary
impacts17). For example, in a recent comprehensive survey of 108 countries for
the period 1960–2006, European Central Bank and IMF researchers conclude that
large devaluations ‘tend to have a positive effect on output’, ‘that the likelihood
of a positive growth rate in the year of the collapse is over two times more likely
than a contraction’, and that ‘positive growth rates in the years that follow such
episodes [devaluations] are the norm’.18 They note that, while it is true that
currency collapses are associated with significant losses in GDP, countries tend to
suffer those losses before their currency collapses, not afterwards. Thus it is not
the currency devaluation that causes the loss of GDP, but other economic factors.19

Fiscal consolidation

Proponents of austerity claim that budgets must be balanced because government
deficits have negative economic consequences. For example, Carmen Reinhardt
and Ken Rogoff’s influential research asserts that historical experience suggests
that a debt level of 90% of GDP is the threshold beyond which sovereigns run the
risk of facing a debt crisis.20 Although their work has recently been shown to be
riddled with methodological and factual errors that effectively undermine its
main conclusion, it has nevertheless repeatedly been used to justify austerity
measures.21 Alberto Alesina and collaborators have also provided much of the
intellectual justification for austerity policies. They attempt to show empirically
that cuts in government expenditures have positive impacts on economic
growth.22 However, their work has also been undermined by research that has
pointed out that fiscal consolidation’s effect on growth depends on when the
consolidation is undertaken in the business cycle. When it is carried out in an
economic downturn, it is contractionary.23 The case for austerity is also signifi-
cantly weakened by comparative and historical economic evidence, which
supports Keynesian policies. Europe’s current failure to revive growth is another
example.24 Finally, the IMF, a traditional proponent of austerity, has now stated
that fiscal consolidation has contractionary effects in the short run.25

The media and Argentina

This paper interprets the media in critical political economic terms. It conceives
of mainstream news organisations as large businesses embedded in a capitalist
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economic system that are thus integral parts of the broader corporate sector.
They feel the pressures of bankers, shareholders and directors to generate prof-
its. Links with other economic sectors are created and maintained through
boards of directors, as well as through general business and social interactions.
In recent years media diversification has also increased the integration of news
organisations into the economy as a whole. Therefore it is to be expected that
news content will reflect economic and political elites’ interests and views.26

Advertising also affects media coverage. The revenues it generates are crucial to
today’s media industry, which allows newspapers to be sold for a cheaper price,
making them more competitive. Media unable to attract ads are at a serious
disadvantage in the market and run the risk of bankruptcy. This affects news
content because corporate advertisers tend not to subsidise television
programmes or news stories that seriously question the political economic
system of which they are part.27

The article examines the print press through some of the most popular and
influential European daily mainstream newspapers, whose structure, operation
and ownership conform to the discussion above. The following were selected:
in the UK, the Financial Times (FT), the Times (TT) and Daily Telegraph (DT);
in Germany, Die Zeit (DZ), Frankfurter Allgemeine Zeitung (FAZ), Süddeutsche
Zeitung (SZ) and Die Welt (DW); and in France, Le Monde (LM) and Le Figaro
(LF).28 Although there is an element of subjectivity in selecting the sample, it is
judged to be representative of the daily mainstream press. The survey was
conducted using the LexisNexis news database and individual newspapers’
online archives for those not compiled by LexisNexis (FZ and SZ). The time
period examined was 2008–present, in other words, since the crisis erupted in
Europe. An extensive examination of pieces discussing economic conditions in
Argentina resulted in the identification of several main themes characterising
media coverage.
Argentina’s 2001 default was the outcome of a development model character-

ised by the accumulation of debt since the 1970s.29 When a military regime
came to power in 1976, public debt amounted to about $8 billion, but when it
left power seven years later, debt had surged to $45 billion. Carlos Menem, the
president from 1989 to 1999, implemented neoliberal policies inspired by the
‘Washington Consensus’ under the Convertibility Plan, whose main components
included a liberalisation of trade and financial and capital accounts, privatisation
and the pegging of the peso to the US dollar on a one-to-one exchange rate.30

The Convertibility Plan did lead to a significant reduction of inflation, but it
also exacerbated economic problems. External interest rates shocks, the privati-
sation of social security (leading to a loss of government revenues) and capital
flight all contributed to an accumulation of debt. As the crisis evolved, the IMF’s
recessionary policies of fiscal consolidation, implemented by the Argentine
government, made the situation worse, until it defaulted in December 2001 and
abandoned the peg a few weeks later.31

The default led to a sharp, but short, economic contraction during which GDP

dropped by 5% in the first quarter of 2002. However, the recovery began imme-
diately thereafter and real GDP reached its pre-recession level after three years,
thanks to real annual growth of between 8% and 9%. The expansion continued

EUROPEAN MEDIA COVERAGE OF ARGENTINA'S DEBT DEFAULT AND RECOVERY
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unabated until 2009, when it slowed down considerably as a result of domestic
factors and the global recession, but picked up in 2010 and 2011. For the period
up to 2017 the IMF predicts real annual growth rates of about 3%.32

Argentina’s performance since 2001 challenges common perceptions of the
consequences of default.33 The economy grew by some 90% in real terms over
the decade following default, one of the world’s highest rates for that period.34

This was achieved despite the default, little foreign direct investment (FDI) and
a relative isolation from global financial markets, factors which are often
perceived as crucial to generate growth. Furthermore, social indicators have
improved. Poverty was reduced from about half the population in 2002 to some
20% of the population in 2010. Income inequality has also been reduced:
people in the 95th percentile enjoyed incomes 32 times larger than those in the
fifth percentile in 2001, but by 2010, this figure had dropped to 17. Unemploy-
ment has fallen by more than half to settle at 8% by 2010.35

Argentina’s recovery and rapid growth may be attributed to three main sets of
policies, discussed in detail below.36 First, the default itself freed the country
from an unsustainable debt burden and interest payments, while allowing the
government to enact policies geared towards economic recovery as opposed to
debt repayment and fiscal consolidation. Second, eliminating the peso–dollar peg
and targeting a stable and competitive exchange rate has made prices more
predictable, which is important for investment and consumption decisions. It has
also led to an improvement of the trade balance by boosting exports and
reducing imports.37 Third, the government intervened in the economy, for
example to redistribute income, while adopting a more flexible fiscal approach
than IMF-inspired austerity programmes would have entailed. What follows
describes the main themes in mainstream media coverage of Argentina’s
economic strategy.

Exaggerating the default’s negative consequences and neglecting its benefits

The media depicted the Argentinian default as catastrophic, while its positive
consequences were usually mentioned only in passing, if at all. For example, an
article in The Times, entitled ‘Rioting, looting, bartering, killing: what happened
when Argentina defaulted’, states that ‘Default means upheaval’ while describing
how in December 2001 ‘Shops were looted, buildings set on fire, streets were
paved with broken and abandoned goods, shopfronts were smashed and in the
clashes with police, more than 30 people were killed within sight of the presi-
dential balcony’. But the article does not tell the story of the subsequent recovery
(19 May 2012). Similarly, a Financial Times editorial asserts that the country has
‘been mired in relative stagnation…South America badly needs good regional
leadership, but Argentina can barely lead itself. Until this improves, it continues
to be a land of squandered opportunities’ (15 October 2009). Another editorial
makes the same point with the following title: ‘Poor by default; Argentina’s
stonewalling of foreign creditors is costly’ (FT, 1 November 2012).
The media have sometimes made direct analogies between Greece and

Argentina and concluded that Greece should not follow the latter’s path. For
example, an article in Le Monde entitled ‘The Argentine miracle was a sham’
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argues that ‘Buenos Aires has not finished paying for its 2001 bankruptcy.
Greece would be well advised not to follow this precedent.’ The piece states
that today the country is still ‘classified “D”, the worst grade’ and ‘considered a
“risky” country’ by credit insurance companies. Moreover, the ‘miracle’ is the
result mostly of the booming prices of primary commodities, but now that
prices are decreasing, ‘the Argentinian model is becoming shaky’. Therefore,
Greece should not follow Argentina because today it would not benefit from
booming commodity prices (24 June 2012).38

An article in the Süddeutsche Zeitung makes a similar point, asking: ‘What
happens when a country goes bust? A sovereign default is often followed by a
banking crash and credit crunch. Then the economy crashes. Poverty and riots
are the result.’ Greece should thus not follow Argentina’s path, because ‘like
Argentina, Greece would be cut off from the financial market for an indefinite
timeframe. Without new loans it could hardly finance its current expenditure…
The people would take to the barricades, perhaps even loot shops. Poverty and
rioting would be the consequence, as once in Argentina’ (13 September 2011).
Thus, one of the important ‘lessons from Argentina’ is that ‘those who alienate
investors suffer in the long term’ (SZ, 2 December 2009). In short, ‘a default à
la Argentina in 2001 would have monstrous effects…A Greek default would be
the worst solution’ (SZ, 18 February 2012). An article entitled ‘Nightmare
Argentina’ sums it up: ‘Until today, the country has not recovered from the
2001 economic crisis’ (SZ, 29 April 2010).39

One recurring theme is to interpret economic conditions from the perspective
of investors and the corporate sector. This is why many references are made to
the ‘uneasiness’, ‘fears’ and ‘disappointments’ of investors relative to Argentinian
government policies. However, the fact is that Argentina was able to recover with
little input from international finance. The expansion was driven by domestic
demand, with FDI at only 1.4% of GDP for 2003 to 2007.40

The main benefit of default (and the elimination of the peg) is the autonomy
and flexibility it provided to Argentina’s government over its macroeconomic
policy, which ultimately accounted for the recovery. Policy could be shifted
away from repayments to creditors and towards domestic needs. Following
lengthy negotiations with creditors, Argentina was able to agree to a favourable
debt-swap that cancelled $62.3 billion of debt and replaced it with $35.3 billion
in new debt—a haircut of 43.4%.41 The debt-swap substantially reduced the
country’s debt-to-GDP ratio from 113% in December 2001 (at the time of
default) to 72%.42 Moreover, debt cancelation helped the recovery by redressing
government finances. Indeed, the public sector account shifted from a deficit of
5.6% of GDP in 2001 to a surplus of 1.9% in 2005, a total improvement of
7.6% of GDP in four years.43

Further, there is virtually no reporting which points out that Argentina’s
default could legitimately have gone further than it did. First, the 2005 restruc-
turing deal accepted all debt contracted before 2001 as valid, ignoring the fact
that a significant proportion had been accumulated by a military dictatorship
(1976–83) governing without the consent of the population. It also accepted as
valid all debts accumulated afterwards, which often derived from ‘financial
speculation and scams’ and the ‘socialisation’ of private debt under neoliberal

EUROPEAN MEDIA COVERAGE OF ARGENTINA'S DEBT DEFAULT AND RECOVERY
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regimes (for instance, by transforming private debts into public debt, at
taxpayers’ expense).44 Second, the Kirchner government could have been more
forceful with international financial institutions, in particular the IMF. The $32
billion debt owed to such institutions was fully honoured with no attempt to
obtain better repayment terms. The handling of the $10 billion debt owed to the
IMF has been described as ‘downright scandalous’, as the Kirchner administra-
tion chose to repay the IMF in full, and three years ahead of schedule. Two
analysts concluded that ‘given the IMF’s shared responsibility for Argentina’s
economic crisis, and given Argentina’s ongoing high hunger, poverty, and
unemployment rates, it is questionable whether this was the best use of $10
billion’. Argentina had chosen to remain the IMF’s ‘poster child till the bitter
end’.45 Third, following default, the government bailed out a number of large
corporations in financial trouble, but many of these were export-oriented busi-
nesses that did not need to be rescued, given that they would benefit from
increased exports thanks to the peso devaluation. Taxpayers ended up paying
for this largesse.46

Explaining growth through a lucky ‘commodity boom’ but neglecting domestic
policy decisions

Mainstream commentary’s primary explanation for Argentina’s success is that
the expansion materialised thanks to the global commodity boom of the previ-
ous decade, which boosted exports, and in particular agricultural ones. The
implication of such an analysis is that Argentina’s post-default recovery was less
the result of policy decisions that other countries could imitate than of favour-
able conditions that would not necessarily be present at other times and places.
For example, an article in Le Monde entitled ‘Raw materials have ensured the
Kirchners’ success in Argentina’ states that the post-default years are just the
latest example of the fact that in Argentina’s history, ‘economic performance
has rarely reflected whether or not policies were judicious’. It concludes that
‘success is sometimes only a matter of luck’ (30 October 2010). Another article
in the same newspaper states the implication that Greece should therefore not
follow Argentina’s example because future global prices will not be as favour-
able to its exports: Greece’s ‘soil is not as rich as Argentina’s…Greece’s only
raw material is its sunny climate’ (24 June 2012).47

In short, the media have criticised claims that the Argentinian model might be
appropriate for others to emulate: ‘It is not—unless luck and institutional theft
constitute valid economic policy’, stated a Financial Times editorial. Although
‘on the surface, everything looks fine…yet this picture of health is an illusion. It
rests on the good fortune of the China-inspired commodity boom…meanwhile,
inflation is running at more than 20 per cent’ (FT, 21 October 2011).
While it is true that exports made a contribution to the economic expansion,

this has been overstated. First, the importance of exports relative to the size of
the total Argentinian economy has actually decreased during the recovery.
Indeed, in 2002 exports accounted for 24.9% of GDP, but this figure dropped
steadily over the years, to reach 18.4% in 2010. In particular, exports of primary
products (mining, agriculture, fishing, forestry) and related manufacturing goods
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(food, beverages, tobacco products) have seen their share of GDP decrease from
14.7% in 2002 to 10.7% in 2010.48

Second, it is domestic demand that drove the expansion. Indeed, Argentina’s
experience was characterised by the World Bank as a ‘demand led recovery’.49

This can be seen from the relative contribution of various national income
components to growth. Ministry of Economy data show that, between 2003 and
2010, real GDP grew by between 8.5% and 9.3% every year (except for 2008–09,
when growth was lower). However, exports only accounted for between 0.8 and
1.8 percentage points annually. The bulk of the growth was accounted for by the
increases in consumption and investment, which each contributed between 2.9
and 7.1 percentage points annually.50 The boom in global commodity prices did
help Argentina, but its positive effects came mostly in 2006–08, when the expan-
sion was already in full swing.
The recovery started in the second quarter of 2002, only three months after

the default. It was initially triggered by the devaluation of the peso and the
government’s stabilisation of the foreign exchange market and domestic prices.
This made exports more competitive and, more importantly, imports more
expensive. The latter decreased significantly, which stimulated domestic produc-
tion of formerly imported goods. From the third quarter of 2002 until the
second quarter of 2004, growth was driven by an increase in domestic demand,
which grew at a 12.7% annual rate. The private sector was able to take advan-
tage of the stabilisation of macroeconomic variables and investment grew at a
rate of 40.9% during this second phase.51 Starting in the third quarter of 2004
exports began to expand more strongly, at an annual rate averaging 11% until
mid-2006. Both exports and domestic demand then stimulated the expansion.
The government’s strategy of preserving a competitive exchange rate played an
important role in export growth.52

A number of factors account for this performance. One was the implementation
of various social policies by the government, which redistributed income and
boosted consumption (see below). At the macroeconomic level a key policy was
the decision to preserve a stable and competitive real exchange rate—contrary to
IMF advice, which argued for a free floating exchange rate that would have seen
the peso appreciate and hence lose its competitive edge. The policy led to the
very fast growth of employment, the recovery of real wages and improved
income distribution.53

Since 2007 Argentina’s economic performance has not been as spectacular as
during the first five years of the recovery. Internal problems such as the rise of
inflation and the global financial and economic crisis slowed down the expan-
sion. Nevertheless, the country bounced back relatively quickly after 2008–09.
This was partly because it has been relatively isolated from foreign capital
markets, which attenuated the shockwaves from the US and European crises. In
addition, some protective measures dampened the impact of poor economic
performance, such as schemes to preserve private sector jobs and prevent
layoffs through subsidies to firms. During the crisis Argentina—like other
countries in Latin America—resisted the implementation of reforms aimed at
making labour more ‘flexible’, which austerity strategies claim are essential to
revive growth.54
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Opposing progressive government intervention in the economy

Although Argentina’s default set the stage for its subsequent recovery, debt
cancellation does not guarantee economic revival. Greece accomplished a large
debt restructuring in 2012, but is not on the path to recovery. One significant
difference with Argentina is that Greece stuck to austerity policies and the euro
while Argentina did not.55 A careful study of the latter concluded that during
the expansion, employment grew ‘very fast’, the ‘quality of new jobs tended to
improve, as formal jobs grew faster than informal ones’, ‘unemployment and
underemployment fell in a sustained way’, ‘real wages recovered’, ‘income
distribution improved’, and ‘poverty and extreme poverty declined’.56

The benefits of government intervention to preserve a stable and competitive
exchange rate have been seen above. But the state also implemented social
measures that have had positive impacts. Inequality decreased, thanks to the
growth in employment and the rise in wages, together with the government’s
incomes policy. The latter involved the enactment of increments and lump-sum
increases in the minimum wage, which redistributed income downwards.57

Further, public social expenditures tripled, increasing from 10.3% to 14.2% of
GDP in real terms between 2002 and 2010. For example, cash transfers were
provided to unemployed persons with children, a programme which reached
20% of all households in 2003. In 2009 the government launched the ‘Universal
Allocation per Child’, a programme of cash transfers to poor households aimed
at children, in order to reduce poverty.58 Another significant government
programme which helped jump start the expansion is the unemployment subsidy
scheme called ‘Plan Jefas y Jefes de Hogar Desocupados’ (Programme for the
Unemployed Male and Female Heads of Households), launched in 2002 and
which provided income to some 1.8 million people, about 11% of the active
population.59

But the media have criticised or neglected to mention these achievements. An
article in Die Zeit entitled ‘Lie, deceive and hamper’ states that ‘Néstor and
Cristina Kirchner have impoverished Argentina with their disastrous economic
policies’ and that the ‘Argentinian development model of the past few years
does not work anymore’. Contrary to the factual record reviewed above, it
asserts that, ‘during the past few years hardly anyone invested in Argentina, not
even the Argentinians themselves’ and that the country faces ‘growing poverty’
(4 February 2010).60 The Financial Times has also painted a negative picture of
the situation in Argentina, which it asserts is led by ‘a profligate president’ and
is facing a ‘crisis’ that ‘provides an uncomfortable reminder of the perils of a
country without access to international markets spending beyond its means’.
Because government spending is allegedly out of control, Argentina ‘has
become a laggard’ and ‘for many, it has now quite simply become invisible or
irrelevant’ (19 February 2010).
One policy that generated much opposition in the media is the Kirchner

administration’s (re)nationalisation of some strategic economic sectors. For
example, oil and gas company YPF, which had been privatised during the
neoliberal 1990s, was nationalised in 2012 (similarly private pension funds were
nationalised in 2008). Spanish oil company Repsol owned 57% of YPF, therefore
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the move angered European elites. However, there was nothing extraordinary
about the renationalisation, as many oil producers in the world also have state-
owned companies and, in a way, Argentina was simply catching up with its
neighbours Bolivia and Ecuador, which have also increased their government’s
role in their natural resources.61

Opposition to such government intervention in the economy is clear in the
media, which depict it as ‘authoritarian’. An article in the Frankfurter
Allgemeine Zeitung, entitled ‘The return of the Caudillos’, states that ‘Argen-
tina’s government has become the Kirchners’ family business’ and that Cristina
Fernández de Kirchner ‘has what it takes to become Argentina’s first “Caudilla”’
(2 November 2007). Die Welt stated that ‘Cristina Kirchner is driving Argentina
into the abyss’ because she ‘has an iron and damaging grip on the economy’.
The newspaper refers to one member of her government, Guillermo Moreno, as
‘the godfather’ who ‘has complete control’ over the foreign exchange trade (16
October 2012; 14 April 2012). In addition, the nationalisation of oil reflects a
‘form of national socialism that has characterised the country for more than 70
years’ and which ‘burdens the whole region’. In short, ‘Kirchner’s Argentina is a
security risk in Latin America that burdens the whole region and impairs
European commitments there’ (DW, 19 April 2012). An article decrying
‘Argentina’s way into the planned economy’ sums it up by citing an Argentine
doctor who laments that ‘you feel almost like a prisoner in your own country’
(FAZ, 25 September 2012).62

In similar vein Le Figaro published an article by Ana Palacio, former Spanish
foreign minister and World Bank vice-president, in which she strongly opposes
the renationalisation of YPF, another one of Argentina’s ‘capricious decisions’.
She warns that Buenos Aires ‘will face international law’, even if the country
itself continues to ‘stand out among that small group of countries that are reluc-
tant to comply with legal custom, if not with legal findings’. The problem is
‘Argentine leaders’ addiction to demagogic and populist behaviour’ (25 April
2012). Likewise an article in Le Monde denounces the nationalisation of private
pension funds by the government with the title ‘Kleptocracy is ruining
Argentina’ (25 October 2008).63 Elsewhere the Financial Times editors assert
that Argentina ‘is drifting fast towards an almost certainly ruinous policy of
autarky, with the nationalisation of the main oil company, YPF, and imposition
of currency and import controls’ (1 November 2012).
Such media criticisms have often led to accusations that the Kirchner

administration is authoritarian and undemocratic. For example, Le Figaro has
referred to Nestor Kirchner as ‘Argentina’s strongman’ (28 October 2010),
while Le Monde has opined that the ‘Kirchners have pushed to an extreme the
hyperpresidentialist logic, in the pure hegemonic tradition of Latin America’s
caudillos’ (24 October 2011).64

The problem of inflation

Inflation is perhaps the issue emphasised the most in media coverage. The
reporting is invariably alarmist and points to alleged crises caused by the rise in
prices. Journalists have denounced repeatedly the government’s manipulation of
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inflation figures and used this as a springboard to attack the Kirchners’ policies
and perceived personalities. Dramatic interpretations of the situation are
provided by headlines such as ‘Thousands of zeros and no value’ (FAZ, 5 July
2012), while another piece states that ‘several waves of high inflation have ema-
ciated the country’s currency. A peso of 1963 is only worth 0.0000000000001
Pesos today. Four currency reforms in forty years have brought devaluations of
up to three digits’ (FAZ, 20 August 2009).65 Moreover, Cristina Kirchner is
described as a ‘woman obsessed with her physical appearance’ (LM, 24 October
2011).66 She is referred to as ‘Queen Cristina’ and said to be ‘a glamorous,
auburn-haired leftwinger, known for her pugilistic political style’ with a
‘penchant for elegant fashion’ who ‘remains defiant’ and ‘likes to play the
victim’ (FT, 21 October 2011; TT, 18 April 2012; FT, 1 November 2012). On the
other hand, ‘Néstor Kirchner may have given up his beloved cigarettes but the
former president remains hooked on power’ (FT, 19 February 2010).
Inflation has been high in Argentina and it is a problem, especially since

2007–08, when it reached 31% according to independent estimates, higher than
official ones. For example, if inflation remains at high levels but the currency
does not depreciate enough in response to rising prices, Argentine goods could
become less competitive on the world market, just as domestic industries
supplying the Argentinian market could be outcompeted by cheaper imports.
This could lead to rising levels of unemployment and a reduced growth rate.
Therefore, containing inflation remains a challenge for the Argentine govern-
ment.67 According to Mario Damill and his colleagues, manipulation of inflation
data by the government started in January 2007, which has also affected official
measurements of poverty, because they depend on the cost of baskets of
goods.68 However, as Mark Weisbrot argues, sacrificing inflation reduction to
boost growth, lower inequality and increase employment has benefited the
majority of the population; thus, overall, the strategy may be seen as positive.
Historically other countries have experienced high levels of growth combined
with high inflation, such as South Korea in the 1970s and 1980s as it made the
transition from poor to higher income country. Argentina’s inflation problem
thus does not negate other economic accomplishments.69

Conclusion

This article has discussed Argentina’s economic recovery. It was seen that
stopping repayments to creditors and rescheduling the debt burden enabled
Buenos Aires to stimulate growth rather than diverting resources to reimbursing
previous borrowings for which the majority of the population bore no responsi-
bility. Argentina’s default, together with its breaking of the peso–dollar peg,
point to its relevance for European countries currently facing a debt crisis within
the eurozone. Moreover, the literature on the effects on growth of sovereign
default, devaluation and fiscal consolidation was reviewed to argue that there is
evidence that default does not involve significant negative effects in the long
term, that devaluation fosters growth, and that austerity applied in a downturn
does not revive economies. In other words, research confirms that the path taken
by Argentina can potentially result in a relatively strong recovery.
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It was argued that mainstream news organisations are part and parcel of the
broader corporate world and thus have interests similar to those of economic
and political elites. The latter have chosen a strategy of austerity in Europe.
Argentina’s left-of centre government, however, has challenged some of the
freedoms enjoyed by global investors, and their application to Europe would
challenge elites’ prerogatives. The mass media have thus played an important
ideological role in presenting European elites’ policies to the public in a favour-
able light, which has included dismissing the Argentinian case.
In particular, based on an extensive review of news coverage of the

Argentinian experience, the paper outlined four recurring themes in the press.
First, the default has been described in negative terms but its significant positive
effects have been largely ignored. Second, the boom has been explained mainly
by pointing to the surge in commodity prices, even though this played, in rela-
tive terms, a more minor role than is commonly perceived. Rather, it is policies
such as the preservation of a competitive and stable exchange rate which have
fostered investment and consumption during the expansion. Third, government
intervention to redistribute income and stimulate the economy has been
opposed. Fourth, inflation has been described in dramatic terms, even if
Argentina’s experience is not unique in this respect, and is compensated by
strong growth.
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