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Political change and socioeconomic
policies in Central America: patterns
of interaction

RICARD GOMAÁ & JOAN FONT

The particular insertion of Central America in wider contexts of political
and policy change

During the 1980s, two ® elds of analysis received most attention from political
scientists. In Western Europe the crisis of the Keynesian welfare state gave rise
to a vast academic and political debate. The discussion developed in a period of
political stability. In Latin America the collapse of the authoritarian regimes
gave the debates on transitions to democracy a privileged place in the academic
and political agenda. Such controversies were held in a context of delayed social
and economic problems.

During the 1990s, the evolution of the political scenario has modi® ed
academic priorities. In Europe the initial debate on state±market relations has
been largely replaced by a discussion on new forms of governance in complex
societies. The emergent agenda now includes basic political points like institu-
tions and party systems. Meanwhile, the end of the transition processes in Latin
America has reopened the door for a discussion on the contents of social and
economic policies.1 Without considering this debate, it may be extremely
dif® cult to understand the current problems faced by most Latin American
countries during the democratic consolidation period.2

This line of reasoning also applies to Central America; nevertheless, this
region has remarkable particularities. Developmental models and strategies are
not easily exported and what may have been successful in other areas has faced
additional dif® culties in the social and political context of Central America. The
previous patrimonial state model, the level of underdevelopment, the greater
class inequalities, the prominent role of armed con¯ ict over the transition period
and the diverse degrees of political change have markedly constrained the
development of social and economic policies. In addition, this particular situ-
ation does not make viable attempts to understand the reality of the area with the
analytical tools of mainstream transition theory which were applied to the main
South American countries.3
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FIGURE 1 PoliticalChange and Public Policy. Interaction Models in Latin America and
Central America.

In the public policy sphere, the prevailing neoliberal perspective has been
developed within a context of devastated infrastructures, minimum-size internal
markets and extreme external dependency. In addition, systemic tensions con-
tinue to exist and they shape the attitudes and strategies of the main opposition
actors in the substantive policy arena markedly. As a consequence, there is a
comparatively stronger need, when Central America is at the stake, to make an
intertwined analysis of the politics and policy domains in order fully to
understand them over the most recent period: this will help to explain the
relevant impacts of the restructuring of the state roles upon the perspectives of
democratic consolidation in the area (see Figure 1). If politics is always
important for understanding development options, in Central America it has been
absolutely crucial.4

The consequences of social and economic policies in Central America go far
beyond the substantive arena. Political pluralism depends on extremely fragile
pacts among political elites and has not yet shown its advantages to the Central
American populations, except for the very important step represented by the end
of armed con¯ ict. The economic and political situation of most countries makes
them especially sensible to external economic pressures, but accomplishing
externally designed economic programmes is likely to affect the costly pacts
made on the basis of growing political liberalisation. Economic plans built on
purely economic grounds may have unexpected and probably costly political
consequences in a period when the new regimes’ legitimacy needs still to be
built up.

Central American politics and policies: inter-country commonalities and
patterns of variation

Each of the Central American countries has particular features, both in its
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politics and its policies, in the evolution of its political systems, as well as in the
ideologies and decisions made by the political parties which have been in power.

The sphere of politics

The region comprises cases as different as a consolidated democracy with
christian and social-democrats succeeding each other in of® ce (Costa Rica): a
restrictive formal democracy which has undergone relevant but less visible
changes, only mildly related to the nature of the party in power (Honduras); a
popular revolution transformed into liberal democracy, with two governments
which were expected to be markedly divergent (Nicaragua); and two countries
evolving with varying success from authoritarian to democratic regimes, in a
situation of clear hegemony of conservative political actors (El Salvador and
Guatemala). It is possible, however, to ® nd some common features. Central
America faces the second half of the 1990s with civilian governments, elected
in not overtly fraudulent elections, and with unequal but important progress in
building inclusive political arenas. Democracy, on the other hand, is far from
consolidated, except in Costa Rica. The negotiation process in Guatemala has
not yet achieved peace and respect for human rights; the ® rst democratic
elections and the implementation of the Chapultepec agreements in El Salvador
are being threatened by violence; attempts to demilitarise the Honduran state and
society face resistance from the armed forces; and systemic con¯ ict has not yet
disappeared in Nicaragua.5

The sphere of public policy

Here inter-country heterogeneity is signi® cant. In El Salvador and Guatemala the
respective governments are being forced to learn how to make policy in a new,
more pluralistic arena, which includes emerging popular sectors and left-wing
forces. In Nicaragua, the Chamorro±Lacayo executive has restructured the policy
regime built up by the FSLN, as much as the implementation of the Calderon±
Figueres agreement is reshaping the Costa Rican political economy. Finally,
neoliberal policy routines are remarkable in Honduras, although facing mounting
opposition, insofar as real democratic spaces expand. But commonalities may
also be found in this ® eld. All Central American countries have become
integrated into the neoliberal mode of regulation that emerged in Latin America
during the 1980s.6 The formation of governments with right-wing ideologies and
with important links with the modernising economic elites, will be a fundamental
step in this direction.7 Economic policy change prioritises its monetarist dimen-
sion and is overdependent on external ® nancial agencies; social policy change
tends towards selectivism and lower levels of de-commodi® cation. Finally, it
should be underlined that examining the policies of the Central American
governments entails the reopening of the old debate on the degree of state
autonomy. The weakness of the Central American states as civilian regulators of
the social con¯ ict, as well as the lack of ef® ciency of their bureaucratic
structures make them highly sensitive and/or accessible to a range of interests,
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specially to business, because of their privileged position in the distribution of
power resources.8

The following sections of the article will assess the styles and policy contents
in the economic and social ® elds over the most recent period in the ® ve Central
American states. The ® nal section will deal with the patterns of interaction
between policies and politics.

Economic and social policies in Central America: an assessment of their
styles and contents

Policy-making styles and legitimation-building processes: between concertacioÂn
and con¯ ictual politics

In the context of both European Keynesian and Latin American `national±popu-
lar’ states, agreements between unions, business organisations and governments
were developed as channels to formulate and implement social and economic
policies. The neo-corporatist model includes a trade-off between wage and
labour market with redistribution programmes. Through this process, it becomes
an instrument of regulation of class con¯ ict and of production of distributive
outputs.9

The Central American case is completely different. The lack of previous
` national±popular’ periods is probably responsible for the non-existence of a
tradition of social arrangements.10 However, the most striking feature is that
these have appeared in the least expected period, at a time of intense neoliberal
restructuring. There are two main circumstances which help to explain this fact.
First, concertacioÂn appears on the basis of a shared perceived need: consolidat-
ing emerging democratic regimes. Second, the regulation of class con¯ ict is
largely replaced by an attempt to build legitimation for adjustment policies.11

The limits of social agreements in Guatemala and Nicaragua. Social agree-
ments appear in two cases: Guatemala and Nicaragua. The political context
within which they are negotiated presents both similarities and differences. In
both cases they were made after a new president had been elected (Chamorro in
Nicaragua and Cerezo in Guatemala). However, in Nicaragua this involved a
context where democratisation had been at stake for years and where an
important change in substantive policies was predictable. Guatemala, on the
other hand, has just witnessed the ® rst steps of the process of liberalisation and
marked economic policy changes were not expected.

In Guatemala, the word concertacioÂn has been constantly used by the Cerezo
government from its ® rst months in power, in 1986. However, it was not until
1988 that negotiations started and an agreement was reached, with the popular
sectors organised in UASP.12 Two relevant factors help to explain this timing.
First, UASP itself had not appeared until a few months earlier. If the government
wanted to negotiate, it had to do so with three or four main unions plus a very
diverse set of popular organisations. Second, during its ® rst two years, the
government could count on a pretty large group of social sectors which gave it
implicit support (including large sectors of the unions). It was not until this
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informal network started to break, that the government became interested in
negotiating.13

The March 1988 agreements included an increase in the of® cial minimum
wage, price controls, moderate increases in electricity bills and some political
accords on human rights. However, most of these agreements were never put
into practice and this largely affected the credibility of later attempts to repeat
the operation. Also, a shifting focus from the socioeconomic to the political
arena in Guatemalan politics, as well as the relative weakness of a central actor
such as industrial unions, contributed to the failure of the arrangement.

In Nicaragua the government emerging from the 1990 election enacted a
series of public policies addressed to reverse some of the sandinista socioeco-
nomic achievements. These decisions produced a revival of social con¯ ict, soon
translated into relevant strikes that paralysed the country during May and July.
In November, the government and the chief organisation of sandinista unions,
FNT, signed the Acuerdos de ConcertacioÂn. The prize for social peace was the
guarantee of the maintenance of certain social bene® ts, as well as the possible
participation of workers as future owners or shareholders in part of the state-
owned companies to be privatised.14 Even if the agreement did not make clear
a global policy answer to the economic situation, it can still be considered a
corporatist pact addressing the regulation of distributive con¯ ict in classical
corporatist terms.

During 1991 and 1992 not only the content but also the (highly technocratic)
style of policy formulation made it dif® cult to combine it with social agreements.
A new wave of social upheaval in 1993, centring around the Esteli combats and
a transportation strike, together with some government acknowledgement of the
failure of their adjustment programmes, opened the door to new concertacioÂn
offers. However, neither their contents nor the actors involved were the same in
this second wave. The goal was not so much to reach inter-class consensus as
to build legitimacy for government policies. The negotiations dealt with residual
social programmes in compensation for support for orthodox monetary policies,
which were unquestioned. Also, the negotiating partners were not unions but
political parties. Thus this second concertacioÂn was more part of a political
negotiation process, to be fully understood in the second part of this paper, than
a real attempt to reach a neo-corporatist agreement.

One relevant common trend in both countries refers to two of the usual main
actors of the concertacioÂn: governments and unions.15 The participating govern-
ments were facing strong opposition which, depending on the case, was dis-
tributed within the parliament, the streets, the socioeconomic organisations or the
army. Also, they both needed to start framing new policies, which were likely
to foster resistance. They were, in consequence, in need of allies. The Cerezo
government had an absolute majority in parliament, but was basically isolated
within civil society at that time. The Chamorro government did not even have
the support of its own party. On the unions’ side, they were facing a government
which was probably not their ideal, but which they did not want to see fail in
a few months for political reasons. This closed the door to a strategy of outright
opposition. In any case, political reasons were probably more important than
economic considerations to explain the use of this agreement mechanism.
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The potential for sociopolitical con¯ ict in Costa Rica. In Costa Rica, as
mentioned above, the neoliberal shift, within a stable systemic framework, did
not entail a call for broad concertacioÂn agreements. Instead, policy restructuring
is being developed through a predominantly con¯ ictual policy-making style.
This con¯ ict is complex, many actors of different natures are involved and it
takes place simultaneously in diverse arenas of interaction. Also, this con¯ ictual
policy style is highly dynamic.

Since 1990±94, there has been a remarkable constant in the Costa Rican
policy process: the majoritarian opposition party developed a confrontational
strategy with regard to the policy stances of the government: the PLN opposed the
adjustment proposals of Calderon, while PUSC strongly opposed the spending
programmes and the ® scal reforms of Figueres. In addition, in a multi-sided
process, the latter had to adjust his own preferences and the contradictory
interests of industrial and ® nancial capital regarding tax and monetary policies.
In 1995 things changed radically. Figueres’ neoliberal shift was built up through
a process of inter-elite dialogue, which culminated in the `Reform of the State
Agreement’ signed only by the leaders of the two main parties in June. This
paved the way for a new scenario de® ned by new consensual relations between
the PLN Partido de Liberacion Nacional and PUSC Partido de Unidad Social
Cristiana, but also by the emergent dynamics of con¯ ict in three parallel arenas.
In the executive arena, traditional social democrats were removed and replaced
by modernising, right-wing ministers in a cabinet crisis. In the party arena,
former MPs and ministers demanded an ideological congress of the PLN, as they
assumed party leaders were acting against the principles and values of the PLN

founding manifesto. Finally, a class con¯ ict arena re-emerged in Costa Rica, at
the grassroots level, during the ® nal months of 1995. More than 30 unions,
including the most representative of the country, joined forces in the ComiteÂ
CõÂvico Nacional (CCN), which coordinated a strategy of mobilisation and strikes,
widely supported by public sector employees. On the other side, the main
business organisation, UCCAEP, explicitly backed not only the neoliberal state
reform but also the government strategy of refusing any kind of deal with the
CCN regarding the main issues of dispute.

Economic policies: a monetarist and overdependent neoliberal shift

Between 1950 and 1977 the Latin American economies grew regularly at an
average rate of 5.5%. Even though these economies were already part of a global
economic system, interest rates on foreign debt were kept below 15% of the
area’ s total exports. This context allowed the shaping of a development scheme
aimed at creating a national industrial fabric in a framework of national
protected markets. In Central America, this model was always very weak,
because of a combination of structural disadvantages and the predominant
patrimonial sate. Only the creation of the Central American Common Market
could be considered a regional expression of the Latin American growth regime
during this period.

During the 1980s and 1990s, the economic scenario changed dramatically.
Between 1980 and 1984 GDP decreased and the debt interest grew to 35% of
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exports at the continental level. In this context the new model will be based on
the neoliberal restructuring of economic policiesÐrelying on direct links be-
tween unconditional support for the restoration of pro® t rates and national
developmentÐand will have a much greater dependency on conditions imposed
by the IMF. The insertion of the Central American economies into this emergent
framework presents some speci® c features. First, within its overall neoliberal
basis, the monetary dimension of the adjustment prevails largely over the more
structural elements, such as the extremely weak support for national productive
capital through a range of new supply-side policies. Second, external depen-
dency is greater, since the average rate between external debt and GDP in Central
America (74%) is double that of Latin American (36%). Thus the scale and
scope of the pressures coming from external ® nancial agencies over social and
economic policies will be greater than in other areas.

Both aspects, monetarism and overdependency, will be found in all the ® ve
cases studied. However, there is still some space for economic policy variation.
On the one hand, the current governments of El Salvador and Costa Rica are
introducing elements of structural adjustment far beyond the experience of the
other countries. On the other hand, the real degree of external policy dependency
becomes clear only by considering, alongside the structure of credit sources,16

strong domestic political mediation. Here, the pattern of variation changes.
While in Honduras, El Salvador and probably Guatemala, the main economic
policies would have been much the same without IMF pressures, in Costa Rica
and Nicaragua the balance of domestic political forces might have forced
partially different policies.

In the three national cases which have recently undergone armed con¯ icts and
political change, relevant economic policy shifts have taken place, thus reinforc-
ing the hypothesis of close systemic/substantive links. However, these shifts
have followed different directions according to national political variables.

In El Salvador during the 1980s, the viability of the counter-insurgent political
regime was dependent almost entirely upon US military assistance. Insofar as the
alignment of economic policies with the IMF was a permanent condition of the
maintenance of this assistance, real government autonomy became severely
eroded.17 In the postwar period, the new Arena government, with an enhanced
level of national autonomy, put forward a comprehensive Economic Plan (1994)
based on the establishment of a ® xed exchange rate between the colon and
dollar, the virtual abolition of external trade barriers, measures against ® scal
fraud and an ambitious public sector reform, including the deregulation of
service markets and the privatisation of public monopolies. All this had to be
completed with a tax reform initiative, agreed with the Democratic Party of the
former FMLN leader J Villalobos, addressed to enable the ® nancing of the peace
process and the extensive programme of land property transfers.

In Guatemala during the 1980s the IMF and World Bank also were decisive
agents pushing for economic adjustment and taking advantage of a context of
regime dependency, although this was less clear than in the Salvadoran case. The
pressures of these external agencies explained to a large extent the adoption of
the so-called paquetazo of neoliberal policies in 1989 (a 30% devaluation of the
national currency, increases in the price of basic products and the privatisation
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of the state-owned airline), following a ® rst set of IMF-inspired monetarist
policies in 1985. Recently, within the new context of democratisation, the
framing of key economic policies has been transferred to the new arena of the
peace dialogue. Thus, it has been nationalised; also it has become more openly
con¯ ictual. Employers are refusing any de-alignment with regard to IMF ortho-
doxy, the URNG will not accept any agreement without assuring a ® scally viable
land reform, while the government seems ready to accept some kind of
redistribution, although constrained by its neoliberal agenda, which is excluded
from negotiation.

In Nicaragua the economic policies of the 1990s, following the electoral
defeat of the FSLN, are subject to far-reaching change. Over the sandinista period
the diversi® cation of external sources of credit in combination with ideological
variables did not allow space for any relevant IMF policy role. The speci® c
contents of the recent neoliberal shift can be explained on the basis of three
variables: the preferences of the new government, pressure applied by external
® nancial agencies and the internal balance of class forces, marked by a relatively
well organised labour movement. In 1991 and 1992 the Nicaraguan government
adopted an orthodox neoliberal orientation, with privatisation of state-owned
companies, deregulatory policies and a lack of any measures to support national
small and medium-sized ® rms. In 1993 the government presented a new set of
policies, shifting the accent partially towards the promotion of internal develop-
ment. To justify them, the executive criticised the IMF for having inspired the
previously failed model. Yet industrial con¯ ict and strikes over the control of
privatised companies were considered to be mainly responsible for the failure.
Meanwhile, the new policy package was designed along three basic lines of
change: (a) the adoption of a plan of public investment to create the precondi-
tions for endogenous long-run development; (b) an offer to re-establish a
framework of social and political dialogue with opposition actors; (c) negotiation
with the IMF on a new, less orthodox adjustment programme for 1994±1995,
de-emphasising stabilising measures and stressing the re-allocation of external
funds to internal productive sectors.

In the two national cases without armed con¯ icts and systemic changes, a
trend towards the substantive convergence of key aspects of their economic
policies has recently been in motion. Nevertheless, for Honduras the deepening
of the neoliberal perspective means the full assumption of the policy legacy,
while for Costa Rica this might entail the most radical policy change of its
modern history.

In Honduras, the recent framework agreement reached by the new PL govern-
ment of Carlos Reina and the IMF, whereby this agency would provide US$600
million over the next four years, may be examined in terms of policy mainte-
nance with regard to the structural adjustment package signed by the ex-presi-
dent Callejas (PN) Partido Nacional. During 1994 GNP had fallen ( 2 2%),
drought was severe, 80% of the rural population were below the poverty line and
the amount directed to pay the foreign debt was more than double that for
education or health spending. Even under these conditions the IMF imposed an
orthodox policy of labour market deregulation, privatisations and rising prices
for basic goods. In summary the threefold absence of an armed con¯ ict (El
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Salvador, Guatemala), a more or less developed welfare system (Costa Rica) and
a balance of political forces without a well-organised left (Nicaragua) leaves
Honduras fully inserted in the monetarist and overdependent neoliberalism
earlier de® ned.

In Costa Rica the PLN governments of the 1980s had maintained a pragmatic
economic policy approach, subject to incremental changes but without any
strategic shift. During the early 1990s, the macroeconomic performance showed
some emergent recessive trends. For instance, in 1994 the rate of in¯ ation grew
to 19.9%, while the real minimum wage was almost 10% below the 1990 level.
At the same time the ® scal de® cit rose to 8.3% of GNP. Within this new context
the Christian Democrat government of R Calderon made a decision to move
Costa Rica towards the neoliberal wave,18 thus agreeing a rolling structural
adjustment strategy with the IMF. The recent return to of® ce of the PLN has
simply consolidated the strategic shift. In March 1995 the World Bank an-
nounced that US$350 million of the third structural adjustment package would
not be delivered to Costa Rica unless a range of policies was implemented to
reduce public spending, bureaucracy and de® cit. In June President Figueres and
the leader of the PUSC and former president, Calderon, signed the Reform of the
State Agreement, under which state-owned companies would be privatised,
public spending cuts would mainly affect the social security system, civil
servants would be made redundant and some government agencies would be
abolished. Clearly, this represents a real turning point in the Costa Rican
political economy, not only on substantive grounds but also in terms of the
actors involved: for the ® rst time a Social Democratic government had adopted
orthodox neoliberal policies.

Social policies: restructuring social security, welfare markets, public services
and labour regulations

The classical Western welfare policies never reached a similar development in
Latin America. Populist states based their social dimension on labour regulation,
basic universal services and subsidies to basic products, which were not able
substantially to reduce social inequalities. Neoliberal programmes not only
affected economic, but also social policies: deregulation of labour markets, and
decreasing funding for health, education or social housing projects, without any
compensation. The consequences of polarisation and social exclusion have
produced so much social pressure in most countries that, in the 1990s, most
governments are setting new social agendas addressed to cover the most basic
needs of sectors of the population living in extreme poverty.

The Central American patrimonial states did not even develop the basic social
regulations and provisions of the Latin American populist models.19 Neverthe-
less, a pattern of variation can be drawn. On the one hand, those countries which
have never put in motion public mechanisms of social distribution: El Salvador,
Guatemala and Honduras. On the other hand those countries which have
implemented social policies under speci® c historical circumstances: Costa Rica,
following the 1948 social democratic agreement, and Nicaragua, over the decade
following the 1979 revolution.
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Setting the agenda: El Salvador, Guatemala and Honduras. In the ® rst three
cases, the respective patrimonial states evolved on the basis of the socioeco-
nomic exclusion of the vast majority of the population. In the late 1970s, 75%
of the Guatemalan population, 70% of the Honduran and 61% of the Salvadoran
were living below the poverty line. The emergence or strengthening of armed
con¯ icts over the last decadeÐ the result of these explosive social situations
together with a lack of real democratic spacesÐ made things even worse: public
budgets became even more concentrated on military expenditure. Strictly re-
sidual and selective social projects were aimed at legitimising counterinsurgency
strategies or used as simple clientelistic tools in pre-election periods. Neverthe-
less, ® gures are clear: in El Salvador between 1977 and 1987, the share of the
national budget devoted to health services decreased from 10% to 8% and
education spending also moved down from 22% to 14%. In addition, real wages
in the mid-1980s were less than half of those a decade earlier. In Guatemala,
unemployment was three times higher in 1989 than in 1981. Moreover, in 1986,
100% of the defence budget was actually spent, whereas only 25% of the
expected budget was actually used by the health and education departments.20 In
Honduras in the mid-1980s unemployment was over 50% of the active popu-
lation and a signi® cant part of the rural population was threatened with
starvation. Meanwhile the army and servicing of the foreign debt absorbed 60%
of the budget; health and education spending never reached 15%. More recently,
the democratisation or demilitarisation processes of these three countries have
altered the scenario of social policy making: governments have had to face the
demands of a new network of popular actors. In 1995 in Honduras, public sector
workers went on strike in demand of wage increases and a reversal of the
privatisation programme, while the community movement mobilised against
increases in urban transport, electricity and water bills. In El Salvador and
Guatemala there have been increasing popular pressures towards the reform of
the land property structure. However, the coming into of® ce of neoliberal
governmentsÐcurrently well represented by the ArzuÂ, Reina and Calderon
presidenciesÐ has involved signi® cant steps in the opposite direction. For
example, the Salvadoran government recently made proposals to abolish the still
weak system of public social insurance and to replace it with a private
capitalisation model.

Restructuring the agenda: Nicaragua and Costa Rica. In Nicaragua the social
policies of the sandinista period tried to build a welfare regime that guaranteed
socially inclusive development.21 Since 1991 the new policies of the Chamorro
government have reversed much of this model: deregulation and simultaneous
contraction of the public and formal labour markets, and substantial cuts in
social spending (health and education, subsidies on basic goods and the service/
cash package of the welfare agency, INSSBI). The moderate 1993 policy change
also had its expression in the social arena, whose main outcome was the Social
Action Department Programme, initially devoted to creating 20 000 emergency
jobs for public projects. The social effects of this neoliberal restructuring have
already become evident. Unemployment increased to one third of the manufac-
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turing sector and produced a 20% fall in the formally active population. This
factor will produce a substantial increase in the informal sector, over-exploi-
tation of natural resources and a sustained crime increase. Poverty and social
need indicators show clear trends: the infant mortality rate has increased, cholera
is appearing, and access to water, energy or health and education services is
increasingly limited. The impact of these tendencies will speci® cally affect
women, young people and the rural population, producing more intensive
socially and spatially located processes of exclusion.

In Costa Rica social policies were considered one of the keystones of the
social and political consensus on which the country based its long tradition of
peace and stability. However, even this usually non-partisan issue has been
affected by the neoliberal wave. Social policy cuts and attempts to restructure the
Costa Rican welfare regime were severe during the PLN Monge government and
the 1990±94 PUSC administration. Nevertheless, the most serious strategy to
dismantle the most remarkable aspects of the social protection system22 has taken
place since the signature of the Figueres±Calderon Agreement on the Reform of
the State in June 1995. There are ® ve fundamental social policy aspects to this
agreement: (a) reform of social security: the Chilean model of capitalisation is
not at stake, but the conditions for access are being tightened and replacement
rates will decrease; (b) retrenchment of public sector jobs; (c) deregulation of
basic service and welfare markets, the most important being the new bill
restructuring the privately rented housing sector; (d) de-investment in public
services as a means of pushing middle classes out of the welfare system without
making formal de-universalisation decisions; and (e) maintenance of the personal
social services and means-tested programmes directed to palliate social ex-
clusion.

Public policies and democratic consolidation: patterning their interaction in
Central America

The aim of this section is to show that the policies described, and the positions
that political actors adopt regarding them, can only be understood properly by
considering the wider politico-institutional framework. When democracy is
consolidated (the Costa Rican case) interaction between the systemic (politics)
and the substantive (policy) arenas tends to be less relevant. Instead, when
democracy is weak and easily reversible, or the democratisation process is
ongoing (as in Guatemala, Nicaragua, El Salvador and Honduras), the interaction
becomes a key variable: the threat of new armed con¯ icts and the efforts made
to avoid them are key elements of analysis in understanding the positions of the
actors with regard to social and economic policies. We will discuss this
hypothesis through analysis of the Guatemalan and Nicaraguan cases. In both
examples we ® nd clear linkages between events in the political arena, the
policies designed and reactions to them.

In Guatemala the 1985 election contributed to building a more open political
arena. Henceforward, the formulation of public policies will also adopt a more
pluralistic pro® le. During the ® rst half of the 1980s counter-insurgency had been
the raison d’ eÃtre of the Guatemalan state itself. In the new political situation, all
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sectors of society started to look at the government in order to ® nd solutions to
social and economic con¯ icts. However, they were not facing a usual pluralistic
situation. In a context of continued human rights abuses, political opportunities
were hardly equally distributed. A considerably weak government, questioned
by key sectors of the traditional elite, needed to be extremely sensitive to
business organisations’ demands. On the other hand, popular organisations
faced the fear, and the real continuation, of repression, when trying to put
pressure on the executive.

Politics and policies will be in constant interaction. A would-be democratic
campaign needs to mobilise popular sectors. The military regime itself made
some efforts to achieve a higher turnout and regain legitimacy. The Christian±
Democratic party (DCG) made its own efforts to remobilise its traditional
popular base. In this process, it created, for instance, the pro-land movement led
by father GiroÂn. As a consequence of the political evolution of the country, an
issue that had been off the country’ s political agenda for years had to be
reincorporated. The DCG government tried to translate these demands into
moderate land distribution policies, by buying voluntarily sold terrains at market
prices. Even these attempts were considered as going too far by most of the
landed elite. After signi® cant pressure, and two coup attempts in 1988 and
1989, land redistribution policies were abandoned.23 The political opening had
reintroduced certain policy domains, but the lack of consolidation of the
democratic process itself cancelled the opportunities to deal with them. At the
same time, the lack of an answer to any of the crucial social problems
contributed to discrediting the political opening and turnout rates never reached
the 1985 level again.24

Still at a hypothetical level, we could frame the De Leon Presidency in terms
similar to the ones described below for the Nicaraguan case: a situation where
political actors negotiate support (or at least neutrality) among themselves,
making transactions between the political and the socioeconomic arena. De
Leon was elected president as a consensus candidate after the 1992 Serrano
coup. His previous career as Ombudsperson, where he had strongly opposed
human rights abuses and asked for substantial social changes, created important
expectations of social and political changes. If he had tried to make progress in
both ® elds, he would probably have received signi® cant popular support, but
also ® erce and radical opposition from both the military and business organisa-
tions. Instead, he concentrated his efforts on the political domain, both in
institutional reform as well as in advancing the process of negotiation with the
URNG guerrillas. In both issues he made progress with relevant steps, even if
their effectiveness is still not completely clear. On the other hand, he went
much further than his predecessors in the process of privatising major state
companies, without making any other substantial change in the neoliberal
orientation of former governments.

As a president without a party or any parliamentary group openly supporting
him, he was likely to face opposition from both right and left. He confronted
the opposition of one of the traditional conservative sectors, the army, while
progressively gaining the support of the other, the business organisation, CACIF,
which was apparently willing to moderate its opposition to the peace process if
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its economic policies were ful® lled. On the other side, even if popular sectors
strongly opposed his social and economic policies, he was able to keep a
moderate level of social peace since they were seeing their goals advancing at
the political negotiation table.25

In Nicaragua, the new social and economic policies of the Lacayo±Chamorro
government were a clear attempt to rede® ne the state role in the process of
accumulation and distribution. The new state model keeps its welfare roles to a
minimum and emphasises the obtention of larger bene® ts for the economically
wealthy. This set of policies could be expected to face strong opposition from
hostile actors, both in the union (FNT) Frente Nacional de Trabadadores as well
as in the political front (FSLN). As expected, the FNT opposed the government
policies and organised resistance against them. However, the FSLN adopted a
much softer attitude, and some sectors of it even supported the basic aspects of
the policies adopted.

How can we explain this FSLN strategy, so different from its traditional
substantive policy positions? First, since its 1990 electoral defeat, the FSLN has
made clear its willingness to support the government, whenever that meant
backing democratic institutions and an inclusive political system. The existence
of a radical conservative group around Vice President Godoy reinforced the
systemic coalition government±FSLN. Second, the existence of this coalition
provided short-term institutional bene® ts for the FSLN: a presence at the Supreme
Court, in the direction of the National Assembly, at the maximum electoral body
(CSE) and in the management of the army and the police. Third, the more
moderate FSLN sectors happily now achieved a clear hegemony in the party’ s
institutional activity.26 Fourth, the FSLN faced clear dif® culties in de® ning an
alternative programme, other than returning to the framework of bureaucratic
statism.

The combination of these factors allowed the systemic coalition to be
projected in the substantive arena, although in a much more con¯ ictual and
unclear way. The institutional FSLN elites, the government, the bosses of the
bureaucratic apparatus and the military leadership, constituted a ¯ exible network
of actors giving support to government adjustment policies. Over the past few
years, most political con¯ ict has not been organised around the classical
left±right cleavage in parliament, but between political elites and popular
movements. This situation also has clear limits and problems. First, it may
become contradictory because of one of the factors which appears to underpin
it: the need for institutional consolidation. On the one hand, when neoliberal
practice collapses, the need for alternative substantive policies and for a political
party to make them viable become unavoidable conditions of systemic stability.
Otherwise, potential might develop for social explosion. On the other hand, such
a scenario may help to reinforce the only apparent opposition, the neo-authori-
tarian populist group organised around the Managua mayor and the Vice
President, whose electoral victory could have unpredictable consequences for the
Nicaraguan polity, probably re-introducing a model of exclusionary politics that
seemed to have been largely overcome in recent Nicaraguan history. Second, the
overcoming of this contradiction may be taking place through the breakdown of
a fundamental political actor: the FSLN. The breakaway group, the Movimiento
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de RenovacioÂn Sandinista (MRS), led by S RamõÂrez, may have clarifying effects
in the substantive ® eld, resituating the FSLN on the left. However, this can not be
considered in isolation from another reality. The split has also taken place on the
grounds of an elitist and exclusive leadership battle. This fact undermines the
credibility of the political parties and it may entail a further rolling back of the
cultural values of mass political involvement in Nicaragua.

Concluding remarks

Even with the diversity of the ® ve Central American countries studied here, we
have identi® ed a set of common characteristics in their social and economic
policies. Some of these features differentiate them from most of the rest of Latin
America. Others, by contrast, have a very different expression in the three
countries that have undergone armed con¯ icts. Two crucial variables commonly
emerge and make these three countries a special case: economically, the impact
of war together with their previous history and social structure, has ensured that
they faced an aggravated crises, making neoliberal recipes more costly in social
terms and specially inef® cient in economic ones; politically, their lower degree
of political stability make it necessary to understand their politics and policies
from a common, intertwined perspective.

The close linkages between the systemic and the substantive arenas produces
` sophisticated’ interactions and `unnatural’ alliances among the political actors
playing simultaneously in both of them. Pressures in favour of the free market
or of social justice have to be faced keeping in mind that democracy is not
deeply installed in these countries. Meanwhile, efforts to build democratic
institutions are constrained by the extent to which governments are capable of
constantly fuelling systemic legitimacy through substantive public policies.
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