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Preface 
 

Dollarization is on the agenda in Argentina, again. Presidential candidate Javier Milei has 
proposed to mothball the Banco Central de la Republica Argentina (BCRA) and the peso and put 
them in a museum. And why not? After all, Argentina has suffered one currency crisis after 
another since the BCRA was founded in 1935. And with the currency uphevals, there have been 
banking crises, recessions, debt defaults, and impoverishment. 
 
But the disastrous BCRA-peso record has not stopped its defenders from trotting out one half-
baked idea after another in a vain attempt to discredit dollarization. 
 
Before I address the objections to dollarization, allow me to make a few brief prefatory remarks 
that relate to my involvement in Argentina and how they are associated with the current 
dollarization debate. 
 

• 1989 – (Menem) Mrs. Hanke and I first met President Carlos Menem in 1989 and 
advised him on economic and geopolitical matters throughout his presidency (1989-
1999). 
 

• 1989 – (Menem) President Menem suggested that I write a book in which I laid out my 
ideas about how to crush Argentina’s triple-digit inflation and create a stable peso. I 
immediately began to work with my colleague Kurt Schuler on what was a blueprint for 
an orthodox currency board. While drafting the blueprint, I worked closely with 
Congressman Jose Maria Ibarbia and his colleagues (the so-called Alsogaray faction) in 
the Argentine Congress. The blueprint was finished and circulated in 1990 and in early 
1991, the Hanke-Schuler currency board blueprint was published as a book by the 
Fundacion Republica in Buenos Aires: Banco Central o Caja de Conversion. Schuler and I 
were pleased to have Jose Maria Ibarbia write a preface for our book, and to have the 
Alsogaray faction’s support. 
 

• 1991 – (Convertibility) To stop a triple-digit inflation, Argentina eventually introduced a 
Convertibility system in April 1991. Convertibility stopped inflation in its tracks and laid 
the foundation for an economic boom. Convertibility had certain features that made it 
superficially look like a currency board: (a) a fixed exchange rate, (b) full convertibility, 
and under most circumstances (c) a minimum reserve cover for the peso of 100% of its 
anchor currency, the U.S. dollar. However, it had two major features that disqualified it 
from being an orthodox currency board and rendered Convertibility a pegged exchange 
rate arrangement. It had no ceiling on the amount of foreign assets held at the central 
bank relative to the central bank’s monetary liabilities. So, the central bank could engage 
in sterilization and neutralization activities, which It did. In addition, it could hold and 
alter the level of domestic assets on its balance sheet. So, Argentina’s monetary 
authority could engage in discretionary monetary policy, and it did so aggressively. 
 



4 
 

• 1991 – (The BCRA & Convertibility) Shortly after the introduction of Convertibility, I 
wrote an op-ed in the Wall Street Journal (October 25, 1991). Its Title, “Argentina Should 
Abolish its Central Bank,” says it all. I argued that Convertibility would eventually blow 
up because it was not an orthodox currency board and it was housed at the BCRA. For 
me, the solution was to get rid of the BCRA and convert the Convertibility system to an 
orthodox currency board. 
 

• 1995 – (TTA) I served as President of Toronto Trust Argentina in Buenos Aires – the 
world’s best-performing emerging market mutual fund – and was intimately involved in 
the markets. 
 

• 1995 – (Cavallo) In the midst of the Tequila Crisis, I became the Advisor to Minister of 
Economy Domingo Cavallo. I spent most of my time in public explaining how 
Convertibility worked. In private, I continued to advocate the abolition of the BCRA and 
the adoption of currency board orthodoxy or perhaps official dollarization. 

 

• 1998 – (Menem) As Convertibility started to show signs of trouble in 1998, Menem 
again called me in for advice. I counseled that the only way to ensure that there was no 
monetary meddling in Argentina was to mothball the BCRA and peso, put them in a 
museum, and adopt the U.S. dollar. Again, Menem requested that I present him with a 
draft law on dollarization. This I did in collaboration with Kurt Schuler. We published “A 
Dollarization Blueprint for Argentina” in Friedberg’s Commodity and Currency Comments 
Experts’ Report, February 1, 1999. Shortly thereafter, I presented our dollarization 
blueprint to a meeting of the Argentine Bankers Association in Buenos Aires. The 
assembled bankers liked the idea, but unfortunately the government failed to dollarize. 
As they say, the rest is history.  

 

• 1999 – (“Dollarization” Montenegro) I served as a State Counselor and chief adviser to 
President Milo Djukanovic in Montenegro, where I developed a plan to replace the 
Yugoslav dinar with the German mark (Cronogorska Marka). This we did in December 
1999. 
 

• 2001 – (Dollarization Ecuador) I became the advisor to Minister of Economy and Finance 
Carlos Julio Emanuel and assisted in the replacement of the sucre with the U.S. dollar. 
 

• 2023 – (Argentina’s Dollarization Debate) Although I have been involved in the current 
dollarization debate in Argentina, I am not connected with the presidential campaign of 
Javier Milei. 
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Introduction 
 
Inflation is Argentina’s biggest current problem. It is causing economic instability and 
widespread poverty. Argentina is in recession at a time when the rest of the world is growing, 
including most of its major trading partners. By my measure, inflation has soared to 239 percent 
per year (as of November 9, 2023). Attempts to prevent the exchange rate from reflecting the 
full extent of inflation have distorted Argentina’s trade with the rest of the world, leading to 
shortages of goods and lost production. The Argentine peso is so little trusted that Argentines 
already conduct transactions in U.S. dollars when they can. These transactions are beneficial to 
all parties involved and conducive to economic growth and social order even though many of 
them are illegal simply for occurring in dollars. Argentina has one of the world’s highest levels of 
unofficial dollarization. 
 
And yet, the idea of fully, officially dollarizing Argentina and eliminating the peso has received 
vigorous criticism from scores of Argentine and other economists, politicians, pundits, and other 
observers.1 They are so ideologically committed to central banking that they cannot 
acknowledge that Argentina’s current monetary system, run by the BCRA, is a disaster, with no 
prospect of reform soon. 
 
In many previous writings, I and others have addressed various objections to full dollarization in 
Argentina and elsewhere.2 I am one of the few economists with experience as an official adviser 
on dollarization, having been involved in establishing it in Montenegro in 1999 and in 
implementing it in Ecuador in 2001. Because many misconceptions about dollarization persist, I 
have collected the most common objections to dollarization and refutations of them for 
convenient reference in this short paper. 
 
Again, I am not connected with the campaign of Javier Milei to be president of Argentina. The 
views here, especially the ideas about potential policies to implement dollarization, may differ 
from those of Milei and his advisers. A sufficiently rapid deterioration of the peso may force full 
dollarization no matter what the winner of the presidential election wants, affecting how 
dollarization is implemented. 
 
Some objections overlap. I have retained them to be able to offer different nuances in the 
replies. 
 
Objection 1: Argentina lacks enough dollars to dollarize. 
 
Reply: Even valuing pesos at the unrealistic official rate, Argentines hold more than twice as 
much in foreign currency as in pesos. Argentina has more than enough dollars to dollarize. 

 
1 Hanke and Ocampo (2023) lists and links to a number of the most prominent critics. 
2 Wang (2023) lists scholarly writings both favorable toward and critical of full dollarization. For some of my 
writings, scholarly and popular, see the References. 
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People keep most of their dollars outside of the banking system because they are rightfully 
afraid that the government might confiscate dollars in the banking system. 
 
Details: The latest data at this writing show the broadest measure of peso currency and peso 
bank deposits, M3, as nearly 42 trillion pesos, roughly US$120 billion at the unrealistic official 
wholesale rate of 350 per dollar or about $46 billion at a more realistic “blue” (parallel market) 
rate of 900 pesos per dollar. Additionally, Argentines hold almost US$17 billion in foreign 
currency deposits. (To provide a sense of scale about these figures, the International Monetary 
Fund estimates that Argentina’s gross domestic product will be approximately US$622 billion 
this year.) 
 
These figures are dwarfed by the dollars that Argentines hold under the mattress and in foreign 
bank accounts, estimated at nearly US$265 billion as of the latest data. This amount appears in 
official statistics of Argentina’s international investment position under the vague term “other 
investment.” Data by the U.S. Federal Reserve System imply that Argentina is the largest foreign 
holder of dollar cash. 
 
Objection 2: Dollarization would have to occur at an exchange rate much higher (more 
depreciated) than even the current parallel market rate to bail out the central bank. 
 
Reply: This objection is perhaps the most common misconception about dollarization. It rests 
on the assumption that the central bank is the most important factor in the market for buying 
and selling pesos against dollars. The whole balance sheet of the central bank is less than the 
estimated amount of Argentine holdings of foreign currency, to say nothing of the dollars that 
foreign investors might bring into Argentina if they had confidence in Argentina’s prospects. If 
dollarization were to happen at a market-determined rate today, the likely exchange rate would 
be somewhere between the artificially low official wholesale rate of 350 pesos per dollar and 
the unnecessarily high parallel market rate of about 900 pesos per dollar, which is kept high by 
the illegality of the transactions. The market-clearing exchange rate would not be 3,000 pesos 
per dollar or other such fantastically high rates based on ignoring that the foreign exchange 
market is much broader than just the central bank. Of course, if Argentina delays dollarization, 
the exchange rate will almost certainly reach such high rates eventually as inflation continues. 
 
Details: The whole balance sheet of the central bank is about 65 trillion pesos, equal to US$186 
billion at the official wholesale rate or $73 billion at 900 pesos per dollar. The central bank’s 
foreign reserve assets are nearly US$22 billion, but it also has so much in foreign liabilities that 
observers estimate its net foreign reserves (foreign assets minus foreign liabilities) as negative. 
Even so, the central bank has substantial domestic assets. See the next objection for more. 
 
Objection 3: What about the LELIQs, a time bomb in the central bank balance sheet? 
 
Reply: Dollarization offers the best chance of defusing the time bomb. Without it, the problem 
of LELIQs will continue to get worse. Emilio Ocampo, building an idea he proposed in his book 
about dollarizing Argentina (Ocampo and Cachanosky 2023), has devised a plan to unlock the 

https://bcra.gob.ar/Pdfs/PublicacionesEstadisticas/infomondiae.pdf
https://www.imf.org/en/Publications/WEO/weo-database/2023/October/weo-report?c=213,&s=NGDPD,&sy=2023&ey=2023&ssm=0&scsm=1&scc=0&ssd=1&ssc=0&sic=0&sort=country&ds=.&br=1
https://sdds.indec.gob.ar/nsdp.htm
https://www.federalreserve.gov/econres/notes/feds-notes/the-international-role-of-the-us-dollar-post-covid-edition-20230623.html
https://www.bcra.gob.ar/Pdfs/PublicacionesEstadisticas/econ0200i.pdf
https://bcra.gob.ar/Pdfs/PublicacionesEstadisticas/infomondiae.pdf
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value that dollarization would bring to certain assets of the central bank. The details will depend 
on the situation at the time of dollarization, but the underlying concept of restructuring 
finances to take advantage of a more stable, favorable investment climate is a familiar one in 
both private and government finance. After dollarization, interest rates will of course fall 
substantially, including on LELIQs. 
 
Details: LELIQs (letras de liquididad, liquidity bills) are 28-day securities issued by the central 
bank. They amount to nearly 23 trillion pesos, far more than the monetary base of 7 trillion 
pesos. They currently pay interest of 133%. Because the central bank is supposed to convert 
them into the monetary base when they come due, if the holders of LELIQs wish, there is a 
danger of a mass conversion that would quadruple the monetary base and result in a true 
hyperinflation. 
 
Objection 4. A dollarized monetary system has no body to act as a lender of last resort to 
banks. 
  
Reply: Partly correct. A dollarized system does not have a central bank that can create money at 
will to rescue failing banks or other institutions. A dollarized system does, however, have access 
to international financial markets, which contain vast amounts of investment available to firms 
that are temporarily illiquid but that have good longer-term prospects. Panama’s highly open 
financial system provides an example. In general, banking crises have been rare in dollarized 
systems. 
 
Objection 5. Dollarization will not solve the problems of the banking system, which is small 
for the size of the economy and does not promote economic growth to any great extent. 
 
Reply: In fact, the example of Ecuador suggests that dollarization will go far toward making the 
banking system an agent of growth. When Ecuador dollarized in January 2000, the banking 
system had been in crisis for almost a year. Deposits were frozen. The confidence that 
dollarization created encouraged Ecuadorians to deposit funds in the banks. The illiquid banking 
system regained liquidity. Dollarization enabled banks to make loans for much longer periods at 
much lower nominal rates of interest than they had been able to do previously. 
 
Details: The ratio of bank deposits to GDP in Ecuador peaked at nearly 21% in 1996, then 
plummeted to 9% with the banking crisis of 1999, which was a reaction to the steep fall in the 
price of oil, Ecuador’s major export, in 1997 and 1998, plus some economic mismanagement. In 
2000, the first year of dollarization, the ratio rebounded to almost 19%, and it has generally 
continued climbing, reaching 46% in 2020. In contrast, in Argentina, the ratio peaked at about 
27% in 2000 and has never attained that level since. 
 
Objection 6. Dollarization involves preconditions that Argentina lacks, especially in 
government finance. 
 

https://www.bcra.gob.ar/Pdfs/PublicacionesEstadisticas/econ0200i.pdf
https://www.dropbox.com/scl/fi/qsvzn37ieeaat82jt7hg8/Working-Paper-242-1.pdf?rlkey=60ciyqt1h8kl1536oddansfnq&dl=0
https://fred.stlouisfed.org/series/DDOI02ECA156NWDB
https://fred.stlouisfed.org/series/DDOI02ARA156NWDB
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Reply: The experience of other dollarized countries has been that dollarization does not require 
preconditions. Apparently, no country that has wanted to dollarize has ever been unable to do 
so because it lacked sufficient foreign currency, or a balanced budget, or other characteristics. 
Critics are misled by a false analogy with central banking. Under central banking, it is extremely 
important for the government budget to be in or close to balance. Otherwise, the government 
will demand that the central bank create money to finance deficits, and the central bank will be 
unable to say no. Under dollarization, there is no domestic central bank to finance deficits. 
Consequently, dollarization forces the government to make its finances more sustainable. 
 
Objection 7. Dollarization will not fix Argentina’s government budget, the underlying cause of 
its economic problems. The important thing is the budget, not the currency. 
 
Reply: Dollarization imposes what economists term a hard budget constraint. The government 
can only spend as much as it raises in revenue plus what participants in financial markets are 
willing to lend to it. Central banking involves what economists term a soft budget constraint. 
The government can spend more than its revenue plus its borrowing in financial markets 
because the central bank can fund it, possibly creating inflation to do so. By eliminating the 
central bank, dollarization creates far more incentive to fix the budget than would be the case 
under central banking. 
 
Details: Ecuador’s leftist president Rafael Correa (2007-2017) intensely disliked dollarization. 
Ecuador retained the Banco Central del Ecuador as a banking and regulatory institution even 
though it ceased issuing notes and only issued coins. The continued existence of the institution 
allowed Correa to take advantage of or create loopholes that partly undermined the discipline 
of dollarization, such as by requiring banks to hold certain reserves at the Banco Central del 
Ecuador that were partly backed by government bonds rather than by foreign reserves. For 
Argentina, I recommend eliminating the BCRA and delegating its functions to other institutions 
or eliminating them. 
 
Objection 8. Discretionary monetary policy is superior to dollarization. 

 
Reply: Let’s ignore the many theoretical arguments on this subject and proceed straight to the 
empirical record. The record of central banking and other forms of discretionary monetary 
policy is a record of failure. The U.S. dollar is the same currency unit it was two centuries ago, 
though admittedly it has less purchasing power. The current peso is worth 250 trillion pesos of 
two centuries ago. This fantastic result is the consequence of how many times Argentine 
governments have cut off zeros to make calculation simpler. Since the end of the  
Convertibility system, the peso has depreciated from 1 per dollar to about 900. This is among 
the worst long-term performances in the world. In the same period, no dollarized country has 
depreciated by even a hair against the U.S. dollar, or whatever other foreign currency it has 
used. Central banking has been a source of instability rather than stability in Argentina’s 
economy. 
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Objection 9. Dollarization would make the exchange rate too rigid to offset unfavorable 
shocks to Argentina’s economy. 
 
Reply: Argentina’s central bank has been the biggest source of unfavorable shocks to the 
economy for most of the period since it was established in 1935. Eliminating it would reduce 
the frequency of unfavorable shocks originating from huge gyrations in monetary policy. 
Argentina does have a longstanding problem with economic rigidity, but attempts to address it 
through more flexible exchange rates have failed to promote the growth necessary to keep pace 
with other peer economies. Tackling rigidities in Argentina’s economy, especially in labor 
markets, will be difficult, but the potential rewards are substantial. 
 
Objection 10. Argentina is too big for dollarization. 
 
Reply: The principles of dollarization do not change appreciably with the scale of the country. 
Before Ecuador dollarized in 2000, the largest independent dollarized country was Panama. 
Ecuador had more than four times as many people as Panama and a GDP in current dollars 
more than 50% larger than Panama. Even so, the principles of operation were the same. Note 
also that the economies of the euro area formed a unified currency zone in 1999 in which all 
member countries share the same currency and monetary policy. Germany, France, Italy, and 
Spain are all larger than Argentina both in population and especially in GDP. 
 
Objection 11. Argentina’s economic cycles differ from those of the United States, so tying 
them through dollarization would be harmful. 
 
Reply: Since 2000, the United States has had three recessions, totaling 28 months. Argentina 
has had eight recessions, including the current one, totaling 30 quarters (90 months, counting 
similarly to the way U.S. recessions are counted). It would help Argentina grow if it could 
converge toward the U.S. frequency of recessions. Moreover, the objection presumes that a 
central bank could moderate Argentina’s business cycles in ways that in practice it has not been 
able to do. 
 
Details: The private National Bureau of Economic Research (NBER) is the unofficial but 
authoritative arbiter of business cycles in the United States. It designates recessions as having 
occurred from March-November 2001, December 2007-June 2009, and February-April 2020. 
(The previous recession before these was in the early 1990s.) The number of months per 
recession is one less than the number of months listed, so February-April 2020 was a recession 
that was two months in length. In Argentina, the government’s Instituto Nacional de Estadística 
y Censos (INDEC) calculates GDP figures. It lists year-over-year shrinkage of the economy in 
these quarters: 2000Q1-2002Q4 (this recession actually began in 1998Q4), 2008Q4-2009Q3, 
2012Q2-Q3, 2013Q4-2014Q4, 2016Q2-Q4, 2018Q2-2019Q1, 2019Q3-2020Q4, 2023Q2-present. 
For each recession, by analogy with the NBER’s procedure, I count the number of quarters per 
recession as one less than the number of quarters listed. 
 
Objection 12. Dollarization will not be credible and the peso will return. 

https://www.nber.org/research/data/us-business-cycle-expansions-and-contractions
ndec.gob.ar/indec/web/Institucional-Indec-InformacionDeArchivo-5
ndec.gob.ar/indec/web/Institucional-Indec-InformacionDeArchivo-5
https://www.indec.gob.ar/indec/web/Nivel4-Tema-3-9-47
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Reply: Ecuador has been dollarized for nearly 24 years, its longest-lasting monetary regime in its 
history as an independent country. Like Argentina today, it was suffering a grave crisis before it 
dollarized. Dollarization has been bumpy at times, but less so than a national currency was. 
Dollarization has been so popular that the leftist president Rafael Correa, who hated it, was 
unable to reverse it during his ten years in office (2007-2017) despite his personal popularity. In 
Argentina’s more than 200 years of independence, it has tried almost every monetary system 
other than dollarization. If dollarization is tried and doesn’t last, then we can say that Argentina 
is truly hopeless in monetary matters. But why not try dollarization, given its good record 
elsewhere? 
 
Details: Zimbabwe dollarized in 2009, then de-dollarized in 2014 when the rapacious Zimbabwe 
African National Union - Patriotic Front (ZANU-PF) political party returned to power under its 
autocratic leader, Robert Mugabe. Dollarization had ended Zimbabwe’s hyperinflation and 
restored economic growth, but Zimbabwe de-dollarized because the government wanted to 
exercise greater control over the lives of citizens. Despite the many problems Argentina has had, 
its experience with military rule seems to have inoculated it against Mugabe-style autocrats. 
 
Objection 13. Dollarization would repeat the disastrous experience of the convertibility 
system (Argentina’s monetary system from April 1991 to early January 2002, in which the 
peso was linked at one-to-one with the dollar, and which ended in a big financial crisis). 
 
Reply: Full dollarization differs from the convertibility system in not having a domestic currency 
(except perhaps coins for small change, as Panama and Ecuador do). Consequently, dollarization 
lacks the loopholes that were contained in the Convertibility law and that contributed to 
Convertibility’s demise. Because of those loopholes, Argentina’s money supply was managed 
under the discretion of the BCRA and did not work the way it would have under an orthodox 
currency board, or under dollarization – two systems that do not allow for monetary discretion. 
The dollarized system of Ecuador has now lasted twice as long as Argentina’s convertibility 
system did, without anything resembling a currency crisis. 
 
Details: From near the beginning of the Convertibility system, I warned that it was not an 
orthodox currency board and that its unorthodox features were likely to create trouble for it. 
My first warning was in 1991, just months after the system began (Hanke 1991). I repeated my 
warning many times over the life of the system.3 In early 1999, almost three years before the 
convertibility system collapsed in crisis, I advocated dollarizing Argentina as a way to avoid the 
simmering problems of the system and offered a detailed proposal of how to achieve 
dollarization (Hanke and Schuler 1999a). Later in 1999 I advised the government of Montenegro 
on its successful “dollarization” — actually a switch from the inflating Yugoslav dinar to the 
German mark, later succeeded by the euro. Like Ecuador, Montenegro has suffered nothing 
resembling a currency crisis. 

 
3 Strezewski (2020: 114-122) lists my writings on the convertibility system and on currency boards during the 
period. 

https://www.dropbox.com/scl/fi/qsvzn37ieeaat82jt7hg8/Working-Paper-242-1.pdf?rlkey=60ciyqt1h8kl1536oddansfnq&dl=0
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Objection 14. Ecuador has grown more slowly since dollarization than before dollarization.   
 
Reply: Actually, no. From 1980-1999 (before dollarization), Ecuador’s real GDP growth averaged 
2.4% a year. From 2000-2022 (since dollarization) it averaged 2.9% a year. Not super fast, but an 
improvement. Consider also that Panama under dollarization has become one of the wealthiest 
Latin American countries. 
 
Details: Ecuador unwisely elected the leftist Rafael Correa as president from 2007 to 2017. 
Correa greatly expanded the burden of government. Government revenue rose from 20-25% of 
GDP to 35-40%. The private sector has had to carry a much fatter government as weight on its 
back. Even so, growth has been faster. We will see if the incoming government of Daniel Noboa 
can introduce policies to accelerate growth.  
 
Objection 15. The dollar is not the best currency for dollarization; the euro or even the 
Brazilian real would be better. 
 
Reply: The dollar is by far the most widely used foreign currency in Argentina. People have 
already demonstrated that they prefer it. The law implementing dollarization should also permit 
Argentines to make contracts in any mutually agreeable currency, as is the case in El Salvador, so 
that people can use euros or reals if they wish and can easily switch out of the dollar if another 
currency becomes more appropriate in the future. 
 
Objection 16. Dollarization will cost seigniorage (the profit from issuing currency). 
 
Reply: Seigniorage is a profit to the central bank and the government, but inflation at the high 
levels Argentina is currently suffering is a tax on the Argentine people. The cost of economic 
instability created by the peso far outweighs the government’s profits generated from 
seigniorage. 
 
Details: A simple way of measuring seigniorage is the increase in the monetary base, expressed 
as a share of GDP. The latest GDP figures currently are from the first two quarters of 2023. 
Annualized GDP rose from 104 trillion pesos in the fourth quarter of 2022 to 159 trillion pesos in 
the second quarter of 2023. (These are nominal figures, whose increase is the result of inflation. 
In real, inflation-adjusted terms, GDP was lower in the first two quarters of 2023 than in the first 
two quarters of 2022.) The monetary base rose from 5.2 trillion pesos at the end of 2022 to 5.9 
trillion pesos at the end of the first half of 2023. This is an increase of 0.7 trillion pesos, or 1.3% 
of nominal GDP. Note, though, that the ratio of the monetary base to GDP was 5.0% at the end 
of 2022 but fell to 3.7% at the end of the first half of 2023. Such a rapid fall is a sign that the 
public is trying to minimize its holdings of the monetary base, and that seigniorage is coming 
from high inflation, not from satisfying a genuine demand by the public to hold higher real 
amounts of the monetary base. 
 
Objection 17. Dollarization involves a loss of sovereignty. 

https://www.imf.org/en/Publications/WEO/weo-database/2023/October/weo-report?c=248,283,&s=NGDP_RPCH,&sy=1980&ey=2028&ssm=0&scsm=1&scc=0&ssd=1&ssc=0&sic=0&sort=country&ds=.&br=1
https://www.imf.org/en/Publications/WEO/weo-database/2023/October/weo-report?c=248,&s=GGR_NGDP,GGX_NGDP,&sy=1980&ey=2023&ssm=0&scsm=1&scc=0&ssd=1&ssc=0&sic=0&sort=country&ds=.&br=1
https://www.indec.gob.ar/indec/web/Nivel4-Tema-3-9-47
https://bcra.gob.ar/PublicacionesEstadisticas/Cuadros_estandarizados_series_estadisticas.asp
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Reply: There are different senses of sovereignty that are often in conflict. National sovereignty 
is the ability of the government of a country to decide matters of policy as it wishes, without 
foreign coercion. It does not mean that a government lacks all constraints: governments often 
make agreements with other countries to restrict the freedom of all for the benefit of all, such 
as agreeing to keep tariffs low so that their people can benefit. Consumer sovereignty is the 
ability of free individuals to choose how to use resources. In economies that restrict freedom, 
for instance through exchange controls, national sovereignty clashes with consumer 
sovereignty. It is crucial not to confuse the decisions of a few politicians with the will of the 
people. By their extensive use of the dollar, Argentines have shown that for them, consumer 
sovereignty is best served by dollarization. 
 
Objection 18. Dollarization is too complex to implement. 
 
Reply: Although there are many details to determine, the experience of other dollarized 
countries shows that dollarization is feasible. Argentina is larger, more populous, and wealthier 
than Ecuador, which makes it more politically complex, but the economic principles are the 
same. There seems to be no case of a country attempting dollarization but failing to implement 
it because of technical complexity.    
  
Details: In January 2000, Ecuador’s president Jamil Mahuad Witt announced dollarization as a 
last, desperate measure to avoid resigning, his likely fate given his rock-bottom popularity in 
political polls. He had no well-defined plan for implementing it. Fortunately, the announcement 
of dollarization, at an exchange rate of 25,000 Ecuadorian sucres per dollar, immediately 
stabilized the monetary system. It bought the government time to create a framework for 
implementation. With advice from outside groups that had thought about implementation, 
Ecuador’s legislature passed a law a little more than two months later. The law, dubbed the 
troleybus (in English one would say “omnibus”), addressed not only some aspects of 
dollarization itself that needed legal resolution, but wider economic reforms to help Ecuador 
recover from its recession and financial crisis. 

 
* * * * 

 
Other objections can be made. This paper has, however, covered the major ones, and some of 
the minor ones. Remember that dollarization is no purely theoretical idea. It already works well 
in more than 30 jurisdictions today, including Panama, Ecuador, and El Salvador among Latin 
American countries. None of them worry about triple-digit inflation or interest rates, the 
impossibility of trusting the local currency, or exchange controls. All enjoy monetary stability, 
which Argentina can also enjoy if it fully dollarizes.  

https://pubs.aeaweb.org/doi/pdfplus/10.1257/jep.7.1.183
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