Latin America Government and Economy Study Guide

Brazil and Mexico are both presidential democracies like ours, and, also like ours, power is distributed through a federal system in which power is shared between the central/national government and the regional/state governments.
Brazil is considered to be free, while drug criminal activity in Mexico has lowered its rating to partly free.

Cuba is an authoritarian autocracy, specifically a dictatorship (which claims to be a presidential democracy). Power is distributed, as it is with all authoritarian governments, through a unitary system. It is not free.
Cuba- Because the government of Cuba controls all aspects of economic activity, only very limited private entrepreneurship exists. Inconsistent and often unexplained enforcement of regulations harms the creation of dynamic entrepreneurial activity.

Brazil- In recent years, many Brazilian industries have become privatized. There is competition in most major industries. On the command side, the two largest banks in Brazil are government-owned, as are some major industries like steel, and there are still higher taxes in Brazil than in many other market leaning countries. The ownership of productive resources tends to be held by the small upper-class, with a large part of the population living in poverty. However, Brazil’s recent changes and its large scale participation in global trade places it more toward the market side of the continuum than the command side. It would fall between Cuba and Canada on the continuum. 

In Brazil, the overall freedom to start, operate, and close a business is limited by Brazil's rules and regulations. Starting a business takes about four times the world average of 38 days, and obtaining a business license takes more than the global average of 225 days. Closing a business is difficult. 

This year, Brazil = 58 (57.7)  and  Cuba = 28.5 on the economic continuum
NAFTA
NAFTA is short for the North American Free Trade Agreement. NAFTA covers Canada, the U.S. and Mexico making it the largest free trade area (in terms of GDP) in the world. NAFTA was launched 20 years ago to reduce trading costs, increase business investment, and help North America become more competitive in the global marketplace. 

NAFTA started as an agreement between the US and Canada, and then grew to include Mexico.  Over a period of several years, it eliminated tariffs and quotas on goods between the three nations.  The three nation agreement went into effect in 1994.

NAFTA was and remains controversial. There is no doubt that it has increased the competitiveness of the three countries involved on the global marketplace. This has become especially important with the launch of the European Union and the economic growth of China and other growing market countries.

On the other hand, NAFTA made it possible for many U.S. manufacturers to move US jobs to lower-cost Mexico. Since labor is cheaper in Mexico, many manufacturing industries moved part of their production from high-cost U.S. states. The manufacturers that remained in the US lowered wages for US citizens to compete in the Mexican industries.  Mexican industries have fewer laws protecting workers, so many factory workers experienced harsh conditions for low pay.

The second disadvantage was that many of Mexico's farmers were put out of business by U.S. government supported farm products. Mexico agribusiness used more fertilizers and other chemicals, to try to compete with cheaper US farm products, creating a huge increase in pollution. And rural farmers expanded into more marginal land, resulting in rapid deforestation, so many see NAFTA as harming not only US and Mexican workers, but also the environment.

