
ECONOMICS CONFERENCE -

'Horrendous' results
of economic populism

AC ANDID a nd
....metimes pro"u­
cali ve naly". or

w hal Suuth At rica ,u" Id
learn trum tilt- u tin Amen·
ran """ nomic, was laid
bcforp the con fere nce by
Elian. Card",,,. B,• • i1ian
economISt a nd ''''>eiale
profe,,,,,, at Tutt. Univer.
Slty ,n the Unitrd Sta!t's

In a wor ~in ~ gro up
focusmg on "pn..f""'1!' and
problem. o f u.ing a id.
intern.lional loam and
dome.tic , opilal to alle­
, 'tale dome,he rove'l¥'.
Card o.o arguN stronglv
tll.1 the be.t poli"e , 10
fight poverty wcrt' INer<>­
,Iab,lity (keep ing Ihe
boo" !>dlanerol, 'ron,po,·
enl I.. tran,/e,..; (Ih. t.,
y" u pay i••pt'''1 visibly)
and mv",tmcnt In .-dUCi ­
non.

SI", .aid II><- ""lTt'l'du".
Latin Am.'rican e, f't'lien<1'
with «Ol1<>mic I"'puli'm ­
h••vy bom1wing . marT(>-
in'lability. prolochoni"n, "W' -VahJd I;Un ­
would help ro n' -,nC( t>la(' k South AtncaM
lhal "Ul 3Ulhoi.""pt'CLlI;on, could bo> im",,-~

dl~tcl v fulfjllcd, ~nd th~t OOlll<lml< popull,m
wa, m"", c" , tly than C<ln,~r"aliw macro­
«OII<>llIio;

Cardo..., said th,ll whil ~ 50m h AI,;ca ',
8""'" do"",",,;" I"'lduct p"" caplla ISJ 050 m
19'\11 ) ran~"d alon8, ~j~ Ih",", oJ the betl~r"" ff

latin Am~,;(an econom l~', di'pariti~" a.
,*wre a.. Ih"", ," M....icn and Brazil w. ",
d~.rly w ..bl~ when "anOll' Indl(aw", w' '''
bro.en d"wn.

Drawing on Brazilian e",d~n,,,, . C. rdoso
dl\'W th"", rondu.io""

• inco me di .tribution can cha nge
dram atically in I...s Ih.n one ye.r (in coo ·
tra ,1 to th. bo>hef thai income dlStrib uhon
chang.....lowly ""cep! throu~ war or .......,.
IUllon);

• maero...,,,nomi,, Iralher thao mlero·
cronom"" . nd the I.bour mark,~ ) " pldin.
, hort· lern< \'ar;'llioo. io inro",,' di>tribu lioo
- i....'<ju. hty "ari,.. cyd ic. ll y. illCn'. <;i oll with
inflal~m . nd u""mpl"ymt'ot;

• mmimum wag. l~gi ..lati"n d,,,,,, oul
(Ilntribure 10 bo>ti,,. iorome di.bibuliuo ,

Card,."." , t"""'-'<l tMt, '" th. BraZIlian ca...
dl'mO"-'lr.ted . the best w. y to help the poo r
was olll Ihrough manipul"ion ot pnC\'S and
wag.... bul throul;Jt macrt>-\'Cunomic ,tahilll)'
and a lrall>l"""ot la. -lran,l... ' Y51ern.

In hi. p r"" 'nt ation 10 thi , s~"ion , SA
R.....rw E1a n~ ~o,"em", C1lri, SIal. said I"",,,
was no bo>tter way 10 an,,,,er the po"erty
prohh.'Ol th,ln to provIde Mi.... and mo", ~,\>

opportunit"",
Fund, k>r aid .nd .ul>sl51ence whIch we",

diverted lronl "ther pos.<i1>1e """ COllW pro­
" d,' l,>ml""ary ...Iiel. bul in the long term.
economic: groWl" <llfe" od Ih.. only p"'""ant'l\t
",lution ,

'£eOllOmie populism is more
cost ly thatreotlservat ivt'

"'''Cffi -I'COIIOIll ics '

~al, ""id th" linan,inK 01 .ocial upli il ·
"""'I prow.m""" wilh toreign lund. oUem .1
.n ilC<eptahl" altt-malive w th..· ',,""ptation'
to crca .... mo", "",,,,,V10 ."'ppl.......nt do""...
tic ""U"""'_

\-liht'l\ ",led whc~her h>l'\'ign . id "''-'\lId bo>
gl~,j or bad f<lr the S"uth AI",·". l'Wfl<.""y,
:.t.>l, ",id thai wh,l.. ii w"uld ('feat.. b.lldJ\Ct"
01 payme"t d ilfj,u lti ... , it .1.., " He'ed ~

'OUfl;e 01 fu"-oign ""chanl:" which couJd lea.d
to • n,,,,,, ",h..ed mO!l<'tary policy,

!\. summary nl som. (If the points ratsed
bvC.rdoso lollows

• The imp.ct of minimum w'K~ polid..

Minimum wag e law,
aIm at .ltering Ihe disl"
bUl~m 01 incnme in law..
of lo w. r·inco m" hou,.
twld.. H"w....'er. mioim"",
wag,.. eao I"'f"rn;ely bn.
elit certai n w.ge...Jrn "f\
at Ih,' "pen'" 01 " th.,...

For example, evid e""
,how , t" al ,n Bra! ,
In,"",a"" In Ih. ""I min>
mum v..age wi d" n. '
in"'1u .Jily'. A p"" ibl.
. 'p la n.tion lor thi s il
Ih.1 .n in". ... in tho
minimum w.ge redu'n
forma l em ploym.nt and
Incr.a,... the num b.. <ll
wor ~." ou t,id. I",mol
employmt'nt ",ho """,i..
I. .. than the min im....
wage,

• Th. impact of . tab ili·
w lion on pov.rty

JU>t •• populi, m "" lid,
lor th. 1. 1•• drum Ihat
g row lh p. r ca pila ca,
. ... ed productivil7
gro"'lh . Ihe question or

wh.. lher Ihe I"'0r ,u fl~r Irom ad ju, tment:
prog" mm", f'C"'" a lab. dIlemma,

Adjus tmenl programmes which red u,",
~o,'.mm"" t 'pending alld d",'alue cum""'!'
h..·• Ih. eUecl 01 rnludog l'I'allnrome and
incl'I'.,ing un""'ploymenl in Ih. , hort run
But adfU'lment is unavoidable in m<><l «\St'5.

. nd the decli"" In wellare during su,h pn>
gr. mmes deri,'''' in good m...,u.... irom c0n­

dI tio n, Ih.t .,i. ted pr inr 10 , u<oh pro-,
~r.mm", - d,..Jining lerm. 01Ira<le. lNU<N
extt'l'nal fi""r.ce, ,nrn'a.....J debl st'f"K't' 001\1>.
and unsu'laiMble dch,iffi,

In the final analy",", inJ1allOn, slah,fj""ll""
. nd . dju,lments . ... c.....Uy .nd the only (011'

,i,t.ol .It.mali". " I"'n to gOVt>rom. nt< ~

the maint....ar.ce 01 , onservatiw ma<"f<\-t'<V
nnmic pnlicies , On Ih••e grou nd . , th.
Colomhi.ln model >land, oul,

Allhough lhe be""fil. nf poh..", a'" vet)
,10'" 10 ari"" and I"'''''rty has nol sho",n I
, iKmf..anl lmpnWt'lllcnl. lhey """" to t...t~
most . u it. hle in the long lern<,

•
• Poverty program me.

T"" lighl ~g;>in't poverty need. to (Oln­
b"", policies lhat . Ilow Ih~ roor to ifl<"""
' u' rent (On. umptiu n, with InVt'stment t"
Kenera", futu'" growth oIth",r Income

Th..... pnlid... mu.t cons id . r tho hn k,
bo>tweeo inoome. h~alth and Nucahnl\. "n4
give 'p"'dal . mphas i, to fem. le N ue.ti""
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given the .....ill""'.... that women', education
!los a Hmng f'O,;bv~ ~ff<"ct in m:J urin lt fmil·
lty ' at"" and child mo.t ahly,

'Brst way to Il r/p the poor is
not tlm JUgl1manipulation of

priers alld w agrs'

The d eba te on povert y prog ra mm e,
lI'IlIolin:l optm. The qu""t,on, rcv,~ve arou nd
two is."'l$ fin;t ly. tho> inl"'1''''tatl"n of van·
OU$ scrill indicators and ",",ondly, how to
Undo>r,;ldnd the change In lndifalO... - we",

they d.iven bv mMro-«omom;c d~vel" p­

m<"l11j; ,>r by",,,,.. I f"~ i<"",?

rovt'rly proI(r,l mm,.. ma~ [", a ""a ~ ctf sig­
n,ficantly improvi ng the , ituation of the
f"X>T, The Brazilian """mple shu...... Ihal edu­
",ti(,n can aceoull l tot much of lhe lJ\<XIme
di' p.l rilv, whil~ Bobvia. Me , ico and Chile
d,'TJl{In,t.a te that health and income ge,,,,.a­
tion are oth.. im?".t ant a",as f". policy
focus,

In "mer 1<' talo: the finot ,tep in aU""i.:lMg
f",,'e rty, lhe,e "xa mplt"S , huw thai South
AtTI ca will ne~d to com nme agg.e",ve
puvert y progra mm es w ith co,,,e .vat,,'e
ma" l'<'-f'C<,nomic p<>li";"",

Aid: Cuba
counted out
CLQ,ELY qu",tioll<'d "n cnnd ,tions ,n

Cu ba by Suuth AI.ican Communist
rdrty economi,t Es,",'p rahad, Bru ihan
<'Con"mi, t Eliana Cardoso wamoo al\"in,t
....Iying un fo....;gn su\>sid,,..and lo"ns.

Sht- .. id lhal ln 1~~9 Cuba w", "ill as
d'p"ndent on sugar production a, il h.ld
ho.'e1\ in 1'l5~.

Thl, , ituatinn h.>d an",n "",au,", of the
va,t loa ns a nd sub , i d i~. Cuba had
rt',,~i v~d from til( S'wiel Union, which
haJ n,.d~ il possible 10. a counlry with a
poor ""onomy to enjoy .od al ind icators
(health and ,'\lucalion ' l"h·m.) lhal wen>
am ong the b,,1 in th~ We, tern hem i­
'phere,

TIw prohlem w"-, Ihat in 1'1'12. 101k,,,,,,n!:
lhe m lla p'" of th~ 5<I" icl Union and the
Wlthdr.w,,1of s,"'i<1 , ub<,idi"" tlwre wen>
now food ~u""", and children W'-"" going
blind as" "",u lt of Vllam,n ,horta~.....

A, ked whet h~, present ..und itions in
Cub.> w..... not lhe "-,,ull of 1110: """hnoed
Un i l~d 5 t . t~. blodad~ uf th~ i,land ,
rath.. than the withdraw"l of suh,idit'!;,
Card,,,,,, adamantly dt'l'llul'l'ed.

She a..howledf;ed lha t the exc~lIenl

h,..lth and education , .ystem in Cuba was
the producl not only of rommuni. t bloc
a id , nut aI,,, the impl.me nta tlon of a
,ocial ist .~'Stem which favou,,'<1 equality
. nd a ~ood dislribulion of "rill h<:nefilS

However, she ,trcssN that ·tll<' ' yslem
w,,,-k..,J well to p"",ide an equal and min­
imum . ta ndard of livi llg, '" lung as it
cou ld ",Iy un the So>i cl Union', As a pro­
dllClion 'vsl<'1O it did ""t work. The ..""n­
omy was lotally deprnd..nt 011 sUl\"r and
th~r. wa s no incentive to wo. k.
.... l>sente.i 'm wa . a hult e prnb l.m in
Cuba.

She ""id in 1'192 Cuba w. s an """""my
'hvmg otf ,p..... pouts' . All th.. t'ducation
thai had bt>en buill up could su,'ain nei­
lh", """ pi.. nor their high id",ls.

She said th,' US blockade had been in
f" n;e Inr 30 y"'''' but the USSR ' ubsidi....
h.ld m.\de il possibl., fot Cuba to ..,"·i,....
'The mnmellt the sub.idi"" dcsapp"ared ,
lhe whul., Sl"tem "onapsed,'

An.ious nol to be misunde.. tood.
Cardr-.;o stfl'SsN the importa"", of ",rial
r"'gramm~s . 'We wan I .ocia l p ro­
g. ammes: . he 5.lid. 'but we wanl "",ial
p",wammes th.t SUbsldi"" them,.,l"",:
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