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The Populist Challenge to Development in the Americas

By José R. Cárdenas

For those who have been following the politics of the Western Hemisphere for the past several years, you know how the noisy rhetoric of the demagogues has all but drowned out serious discussion on the important issues of the day – for example, how to improve the lives of those nearly one out of four living on less than $2 a day in our region.
It has been a regrettable situation.  But we have made a conscious decision not to engage in microphone diplomacy with these types and instead focus on ideas; ideas that animate the United States vision for development and growth in the hemisphere.  

I fully realize that recent events in the United States may lead some to point out the irony of just what is it that we have to offer in the way of promoting economic development in the Western Hemisphere – with so many pundits writing the obituary for the free market system.  It’s important to take this head-on, because I believe it is vital that others don’t come away with the wrong lessons about our own economic stumbles here in the United States.

A case in point on the latter is a recent quote in the Washington Post from a former central bank president in the region, who said recent events raise serious questions about the ideology of economic development: “whether the state should lead development or whether the market should be the main force." 

Ladies and gentlemen, that is precisely the wrong lesson to derive from recent events.  Nothing that has happened here fundamentally alters the proposition that free markets and free societies continue to offer the last, best hope for improving the lives of millions around the world.  We must remain unapologetic and unrepentant on this question.

Economic growth and prosperity are best served by decentralizing economic institutions – getting government out of the way of private entrepreneurial behavior – creating opportunity for all citizens to participate in the economic lives of their countries, and promoting trade liberalization.  These are not ideas invented in Washington – as the phrase “Washington consensus” unfortunately connotes.  They are enduring products of the Western tradition, of centuries of trial and error.  They are the products of humanity’s experience.


And most importantly, they are the forces that are sweeping the globe:  billions of people making individual decisions around the clock, from Beijing to Moscow to London to New York.  The point is, globalization is here to stay and our region has no choice but to embrace and meet head-on the challenges and opportunities it brings.  


Of course, there are others in the hemisphere who are trying to promote a different vision.  Fueled by billions in petro-dollars, a demagogue like Hugo Chavez is financing a campaign to convince people there is another way.


Now, demagoguery is always easy.  Demagogues can always identify what the problems are; where they always fail is coming up with the right solutions.  Their prescriptions – recentralizing power, increasing nationalization of the economy, and suppressing freedoms – are invariably worse than the disease and only end up hurting worse the very people in whose name they pretend to speak. 
That shouldn’t really come as a surprise.  Giving more power over the economy to government officials who are not themselves a part of it and who have not invested in it simply depresses entrepreneurial activity and stunts development.  


We hear constant denunciations of the oligarchs – the “squalid ones” – but the fact is that efforts to reinsert the state as driver of the economy only reinforce societies of privilege and elite corruption, of cronyism and vested interests.  When you have the state picking the winners and the losers all it does is foster competition among businesses not to satisfy the consumer, but to win the state’s favor.  In such an environment, productivity suffers, innovation suffers, and stagnation reigns.

Who gets left further and further behind?  Indigenous, rural workers, small businesses, and shanty town populations, who have neither the time to navigate endless bureaucracies nor the resources to bribe their way through the system.  The only option for them is to run micro-enterprises in the informal sector, outside the law, off the books.  Consequently, they have no legal protection and must keep businesses small and hidden – no advertising, no ability to hire workers, no expansion.  The poor never have a chance.   

Liberating the individual

But thankfully there is another vision for the hemisphere: one more hopeful, more inclusive, and more trustful in the abilities of the region’s citizens to better their own situations.  This vision holds that the best remedy for poverty is not government hand-outs, but giving the poor the opportunity to do something about it.  

Free markets and free people means free competition based on the right to use one’s property and the freedom to negotiate, to conclude agreements, to start up business activities, and enjoy the fruits of one’s hard labor.  Incentive, creativity, entrepreneurial spirit cannot be centralized or dictated by a government, they can only be encouraged by entitling citizens to decide for themselves, to create, to think, to work.  You empower individuals by removing barriers to property, to social mobility, to personal initiative.  These are not gifts from the state; they are as natural to the human condition as breathing.  


You want to abolish societies of privilege?  Create societies of individual freedom and equal opportunity for all.  Eliminate the barriers to economic participation that hinder development: discrimination, marginalization, and privilege.  Remove the licensing requirements, prohibitions, and legal privileges that bar individuals from competing.  Loosen all the reins that constrain the individual spirit and create political and economic environments that honor the private rewards of personal initiative, creativity, and enterprise. 
U.S. policy to help friends succeed


Now, obviously this is not to imply that any of this is easy.  It takes real political courage and vision to challenge vested interests, take vigorous action against corruption, reduce the apparatus of government, and open the economy to competition.

Thankfully, in our hemisphere, there are indeed leaders with broader visions who are making the tough choices in the best interests of their people: leaders like Presidents Uribe in Colombia, Garcia in Peru, Bachelet in Chile, Calderon in Mexico, and Vazquez in Uruguay.  Unlike the populists, they don’t seek the easy way out diverting discontent by creating outside enemies.  They have embraced the challenge of showing that greater freedom and greater opportunities counterbalance the inevitable setbacks and necessary adjustments in a globalized world.


We must not break faith with them.  Our policy in the hemisphere is to concentrate on helping those leaders succeed.  Our compromiso with them is that when you compete to offer social and political stability, rule of law, secure property rights, free markets, good infrastructure, and a healthy, educated, and skilled workforce in a global economy, there will be a race to the top, not to the bottom.  We share a belief in several other truths about economic growth and prosperity and we have been working in partnership to realize them.

The first – as I have said – is that there is no lasting prosperity without free people and free markets.  Economic growth cannot be centrally planned, it must be spontaneous, organic, the product of millions of individual minds and hearts freely interacting, making private decisions and contracting with each other in pursuit of personal goals.
Of course, there is role for the state in this vision.  Governments are essential to creating enabling environments to facilitate private economic activity; to ensuring that the rules are applied equally and fairly to all; and to instituting policies that mitigate the inevitable dislocations brought on by change.  The charge that a market economy means “rule of the jungle” is simply a straw man.

Second, growth and prosperity necessitate strong civil societies and effective democratic institutions.  Strong civil societies help to ensure transparency and accountability in governments.  They represent diffusion of power away from national governments and less reliance on the state.  Strong democratic institutions also work against privilege and discrimination and provide the mechanisms through which to channel the disputes, grievances, and concerns natural to any modern-day society. 

Third, there is no growth without free trade.  Openness to other people and other ways of doing business has always been a path to development, while isolation means stagnation.  Free trade regimes – reducing tariffs, abolishing quotas, freeing exports – also work to decentralize power and as such work against corruption and privilege.  It also opens corporations to competition and hampers their ability to strike sweetheart deals with central governments so that they become part of the problem, not the solution.  

Just recently, President Bush convened an important meeting in New York on the margins of the U.N. General Assembly, where he met with leaders and representatives from eleven countries in the Western Hemisphere with which we have negotiated free trade agreements.  This meeting to launch the Pathways to Prosperity in the Americas, an initiative to deepen existing partnerships and cooperation, was, quite frankly, a stunning affirmation that the future of this hemisphere is trade integration and the free flow of commerce and investment.  This must be continued. 

And, finally, there is no prosperity without security.  It goes without saying that people afraid to walk their own streets are not a free people, nor are institutions corrupted by narco-dollars capable of facilitating long-term economic development.


Over the past several months, one of President Bush’s highest priorities has been the Merida Initiative, a regional security cooperation initiative which will greatly enhance our anti-narcotics and law enforcement efforts with Mexico and the seven Central America countries.  This $1.4 billion, multi-year initiative – which, again, will have to be carried on by a successor administration – will help combat transnational criminal organizations and gangs that threaten security in Central America, Mexico and the United States.  It also contains a component to expand this effort to the Caribbean, so our neighbors there don’t suffer from a balloon effect.

Our long-term commitments to Colombia and Peru have helped to bring about dramatic transformations in those countries.  The drug mafias and criminal gangs that once held such sway are either gone or are clearly on the defensive and the Colombian and Peruvians peoples have regained sovereignty over their territories.

Conclusion

Ladies and gentlemen, when looking across the hemisphere today, there is little doubt that many individuals in the region are frustrated by the perceived inability of democracies to deliver benefits to all citizens in equal measure.  Citizens are increasingly impatient for governments to respond to their needs and to share in the benefits of economic reform.  Many governments are under extreme pressure to meet the test.   

In such an environment, historically marginalized populations continue to be vulnerable to the retrograde visions of radical populists.  Exploiting peoples’ fears and resentments as a path to power, these opportunists seek to roll back the democratic progress of the past two decades.  Their vision, however, of class warfare, pitting citizen against citizen, and inflaming passions are no prescriptions for development; they are prescriptions for conflict, economic stagnation, and further impoverishment of their peoples.

Obviously, as we in this country have recently rediscovered in stark fashion, the free-market is not a perfect system.  As I noted earlier, it does not take a genius to point out its imperfections.  Yet a myopic focus on those imperfections ignores the freedom and independence that it brings to people who have never known anything but discrimination and marginalization.  It also ignores the fact that stumbles and setbacks are not the norm of a society with a market economy; the basic rule is progress.


But the challenge of the United States today is not to convince anyone here of the virtues of free markets and free individuals.  Our challenge is to convince that man or woman in El Alto or the favelas of Sao Paulo or the Guatemalan campo who is wondering how so-called “neoliberalism” has made their lives any better.  Our continuing challenge is to convince them that a truly free-market economy is utterly incompatible with the discrimination and exclusion they have likely known all their lives; what it really means is opportunity for all.

Rather than calling the game over in the middle of the second quarter, as the radical populists are trying to do, I’d rather associate myself with an assessment I once heard from a forward-leaning former Latin president who likened the region’s development to climbing a very large mountain, and saying that they have just about reached the snow line.  The way forward is clear: to the summit.  It is easy to get discouraged, to want to descend, to go back, to seek comfort in the nostrums of the populists.  My recommendation to the next administration:  Do not break faith with the peoples of this hemisphere.  Our message to them must be: Do not abandon the path.

