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Thedecison of Presdent Crigina Kirschner isnot a decison on monetary policy

but a decison on fiscal policy

A presdent dected according to dl the good rules of democracy creates afiscd fund
usng amodest portion of the countrys resarvesin the Centrd Bank. In the name of the
"Centrd Banksindependence’, its presdent opposes the use of the country’ sreserves
depogted in the bank to form the fund, because the government would have other
fiscal resourcesto pay the debts. The countrys president fires the banks president by
decree. Generd indignation - from the right and from the I eft: from those who want the
State debt to be paid and from those who dont.

This country is Argentina. The president is Crigina Kirschner who, like her husband,
dthough fathful to democracy, has an authoritarian syle of government that was
essentid for the country to come out very wel from the great 2001 criss. Now,
however, in the name of democracy, of law, and of the principle of Centrdl Bank
independence, the right-wing opposition, which has never acoepted the success of the
decrease in foreign debt achieved by the Kirschners, and the left-wing oppogtion,
which isaways searching for the perfect government, support the presdent of the
Central Bank and creste aserious palitical crigsin the country.

| will nat discuss whether the dismissd by decreeislegd. Whether the president of the
Centrd Bank can remain in office pending the gpprovd of hisdismissd by a
Congressond committee. Argentina s Presdent dismissed Martin Redrado by



Idquofailure to comply with the duties of advil servantrdquo. Redrado refusesto
abide by the order because Argentinean law ensures thet the Centrdl Bank dhdl nat be
subject to orders, indications, or directions from the Executive branch in the
formulation and execution of monetary palicy. Nather will | discussthe
antidemocratic principle of full central bank independence. | just Satethet a

| dquoreasonablerdquo independence such asthe one exiding inthe United States or in

Brazl isavery good thing full indgpendenceis an abaurd.

In this case, however, dthough the decison of Presdent Cristina Kirschner has
fineandd dementsthet are mixed with fiscal problems it isnot adecison on monetary
policy but adecison on fiscd palicy. It regardsthe way of usng State resources.
When the president of the Central Bank and government opponents argue agangt
using resarves ldguobecause the government has current fiscdl resourcesto pay the
debt, and because using reserves would open the way to bigger tax expenditure
without increeang the public defictrdquo, thisisadrictly fiscal argument. It hes
nathing to do with mongtary palicy autonomy, which would judify the independence
of centra banks

Therefore, in order to support the president of the Centrd Bank, we will haveto
attribute to this inditution not only monetary autonomy, but dso theright to interfere
directly with the governmert’ sfiscd palicy. Isthiswhat we want?
|dquoTechniciansrdquo dictatorship? Furthermore, the oppostion is dreedy talking
about the impeachment of a government thet, since the treason of Vice Presdent ulio
Cobos regarding the variable retenciones (which were necessary to neutrdize the
Dutch disease), became weskened. Argentineans have not yet discovered the peth to
economic development they haven't redlized thet to neutrdize the Dutch diseese
originated in agriculture is the fundamenta condiition for their development. But a
large mgority of Argentineans know that democracy isauniversd vaue Therefore,
despite the violence of the opposition, democracy is not threstened in Argentinaiit’'s
the economic deve opment thet remains a deke.






