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Cover illustration:

14 May 2004, Government Palace, Lima: Peru’s President Alejandro Toledo presents the official
negotiating team four days prior to the first negotiating round in Cartagena, Colombia. Standing
to Toledo’s right are Minister of Foreign Trade and Tourism Alfredo Ferrero Diez-Canseco, and
Vice-Minister of Foreign Trade and Chief Negotiating Team Pablo de la Flor-Belaiinde. Note the
presence of business leaders at the last row: second to the left is Roque Benavides and on the
ultimate right is César Pefaranda, coordinators of CENI. In the centre of the last row stands
Graciela Fernandez-Baca, associated to CONFIEP. Source: Agronoticias No. 293, October 2004.
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1 Introduction

On Friday 5 June 2009, continuing protests throughout the entire Amazonian region of Peru
escalated completely with the violent repression in Bagua: according to official numbers, thirty-
four people lost their lives in the bloody confrontation between the national police and the
protesting indigenous groups. For almost two months, tensions between armed national security
forces and rebellious native people had grown ever since President Alan Garcia announced the
state of emergency in the Amazonian districts of four departments in eastern Peru, Loreto,
Amazonas, Ucayali and Cuzco. Constitutional rights such as the freedom of public gathering were
suspended temporarily and state officials were authorised to search private properties without
warrant. The decision to declare the state of emergency in these regions was an answer to the
protest actions of the indigenous population.

The cause of the conflict was the unconstitutionality of several legislative decrees among
which DL1090, the so-called Ley Forestal (forest law), implemented after the signing of the free
trade agreement (FTA) with the United States. It turned out that the Peruvian government had
not consulted the native population prior to the execution of the decrees despite Convention 169
from the International Labour Organisation (ILO) and the UN’s Declaration on Indigenous Tribe
Rights, that secure indigenous groups their sovereignty over their own lands.

This outburst of growing discontent of civil society was a popular response to the
implementation process of the FTA and, moreover, the broader political and economic pathway
of Peru. As one of the last strongholds of neo-liberalism in Latin America, Peru has continuously
been opening its market in order to integrate into the world economy - a process started under
Alberto Fujimori in 1990. After the failing attempts by the United States to create a Free Trade
Area of the Americas (FTAA), it instigated a wave of bilateral trade agreements that has spread
all over the continent. Initially negotiating with the Andean Community of Nations (CAN) -
Colombia, Ecuador, Peru and Bolivia - the United States has signed so far only with Peru a
bilateral free trade agreement. Evidently, the Peruvian government proved to be the most
favourable to sign the trade agreement as President Alejandro Toledo announced under the
slogan “TLC si o si” (“yes or yes to the FTA”) the willingness to sign at any cost.

On 12 April 2006, amid the presidential elections, the Peruvian President Alejandro
Toledo and the trade representative of the US government Robert Portman signed the draft of
the free trade agreement between both countries under the name Trade Promotion Agreement
(TPA). The agreement had been established four months earlier, on 7 December 2005. The
negotiation process had come eventually to an end without any participation of Peru’s CAN
partners when President Garcia and President Bush finalised the implementation of the long-
pending agreement. Since the start of the negotiations of a free trade agreement with the United
States, in May 2004, the debate centralised around the economic aspects. While the overall
effects of the TPA on the US economy are expected to be negligible, the TPA is said to strengthen,
over time, the process of economic reform and development in Peru. The agreement makes the
preferences granted to Peru through earlier trade programmes permanent, allowing businesses
and investors to make decisions with more certainty and in a more stable environment. The
debates on the agreement in geopolitical terms, as a development project of Peru, regional
integration and as a form of insertion into the world economy, were less intense and less
diffused. However, this agreement affects the entire national institutional structure; the impact
that the TPA and the insertion into the international economy has is evident.
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Simultaneously, the Peruvian government launched a major propagandistic campaign to
promote the “infinite market and employment for everybody.” It overshadowed the discussion
of other equally important aspects that are more difficult to catch. This campaign only diffused
the benefits, occulted the costs and manipulated statistics, with the aim to show the advantages
of the agreement. According to the National Pre-electoral Barometer poll of May 2006, realised
by the Public Opinion Group of the University of Lima, sixty-seven per cent of the population
said to be little of not informed at all on the TPA with the United States. Nevertheless, fifty-nine
per cent of the population said to support its signing. Political leaders avoided strong
articulation and, in some cases, they waited to the results of the approval polls of the agreement
were shown in order to emit their pronouncements with electoral calculations.

The critical observations to the TPA originated, basically, in the sectors that would be
affected directly such as agriculture, national health care and environmental groups. Only few
organisations from the society, academics and political representatives made analyses with
respect to the TPA. These studies involved political economic aspects, the development strategy
that it conditions, the type of insertion that determines the international economic scale, and its
impact on Andean and regional integration processes (Ruiz Caro 2006). Many universities and
NGOs, that could have used their capacity to promote relevant studies on this issue, abstained
from doing so. Due to the lack of participation of the political parties and civil society, with
several exceptions, they missed the possibility to define limits or at least investigate, at the time,
the high amount of aspects included in the negotiations. Instead, they opted to look the other
way so that political opportunism dominated the decision-making on economic policies.

1.1 The power of the paradigm
The hypothesis of this research is centred around the assumption that the continuation of
powerful economic interests prevailed and determined the eventual outcome of the TPA
process. Presidents may change every five years, but even after the ten-year semi-authoritarian
Fujimori administration triggering a process of democratisation, these interests did hardly
change. Under neo-liberalism a new hegemonic ideology became the paradigm not only in Peru
but throughout Latin America. As stated by Durand (2005, 12), it is crucial to understand that
the permanence of the paradigm - a formal scheme in which general principles are being
projected in a set of decisions - is not only a marginal aspect of power, it originates in it. Its
validity or its obsolescence is, therefore, a political matter. The survival of an ideological
hegemony depends on the success of the social struggle within the society. The results of these
combats determine the continuity or the suspension of the paradigm that guides public policy.
With every presidential change, with the existence of participative or true representative
democracy, the paradigm’s principles and effects can be discussed and questioned. The constant
struggle of occupying the state and managing it decides in the end if the hegemonic community
of the existing paradigm (in the case of neo-liberalism the technocratic elites, politicians,
business power groups and ideologists) achieves altering the political correlation in its favour.
The analysis of the consequences of neo-liberalism in the political and economic system
forms the context of this particular case of the TPA. It is necessary to identify the effects or
consequences of the new paradigm on the structure, weight and orientation of the most
powerful business segments, which are the ones that command the actual market economy. It is
most important to reflect on them because they have constituted themselves within the new
gravitational centre of the Peruvian society. The question is who accumulated or lost economic
power in the new paradigm, how and through who they exercise the access and organise the
influence in the state, who wins and loses with the decisions taken, what is the reaction of the
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different interests in the political game and what are the relations and positions between those
particular interests. According to Durand (2005, 21), the power elites not only have the
hegemony but, moreover, legitimacy; they can generate benefits for the country and its society
or, furthermore, they can create a hegemony without consensus that is politically fragile and
socially rejected.

With the recent tragedies in Bagua as result, it seems that the neo-liberal paradigm is
indeed a hegemony without consensus. Under the title “Por un Perti Moderno” (For a Modern
Peru) President Garcia launched a total number of ninety-nine legislative decrees in 2008 of
which only twenty-two are directly linked to the implementation of the TPA. The government
used these decrees to promote reforms that go beyond the agreements of the TPA. In fact, they
express a vision that had never come to a political agreement before; hence the TPA is used as a
legitimate argument to reinforce the profound neo-liberal reforms. Despite the fact that most
decrees will contribute to the development of the country, an important number will contribute
to the diminishment of environmental and social protection standards in order to facilitate the
exploitation and use of grounds, forests and water that will affect small agricultural producers,
farming and native communities. Various reforms made by the government are not obliged by
the TPA, but seem to be established by a vision on development and the use of natural resources
announced in a series of newspaper articles “sindrome del perro del hortelano” (the syndrome of
the dog in the manger) published by President Garcia in 2007 and 2008. In these articles, Garcia
systematically accuses the native population of blocking Peru’s deliberation from poverty since
they refuse to share the rich natural resources like a dog in the manger; in Garcia’s vision, those
resources are property of all Peruvians and the Peruvian government has the right to create
welfare for all Peruvians.

The influence of the private sector on the economic policies of Toledo and Garcia has
been as high as under the (semi-)authoritarian regime of Alberto Fujimori. The entrance of the
neo-liberal paradigm generated conditions for an extreme concentration of economic power in
the top of the business pyramid. The new emerged corporate class became an important political
actor which acquired privileged levels of access and influence. Especially during complex trade
negotiations, the government relied heavily on the technical expertise that is found among
organised business associations. Therefore, the relations between business and the government
are a central element of this thesis. These relations have been tightened under the technocratic
and neo-liberal restructuring process, creating an often vague division of the private and the
public sector. Since the coverage of the trade agenda has been expanded to other issues such as
intellectual property rights, services, competition policies and investment with the creation of
the World Trade Organisation (WTO) in 1995, the business sector maintains a bigger variety of
relations with the government. These go beyond the traditional pressure lobbying on market
access and tariff policies and reflect the interaction between business and the government that
include the exchange of expertise on these new trade agenda issues. The new characteristics of
business-government relations tend to strengthen the privileged position that business has
acquired in the neo-liberal model.

In short, in the case of the TPA the hegemonic paradigm consisted of a strong power
coalition; a power triangle between corporations, the government and the media. Visible in
other Latin American countries, it is possible to contest this coalition by mobilising civil society,
weakening political parties, conquering the government and changing these powerful relations.
However, the Peruvian government has been keen on maintaining the continuity of these
structures, of which the lack of dialogue and, eventually, the bloodshed in Bagua are a result.
Before the negotiations of the TPA, the Peruvian negotiating team made several agreements with
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representatives of the Peruvian society at the mesas de coordinacién (coordination tables) but
these were never seriously taken into account. Less than ten per cent of what was agreed at
those coordination tables can be found in the actual signed agreement. With a highly dispersed
and marginalised civil society on the one hand and the powerful and well-integrated business
networks on the other, it seems that the adoption and continuation of the neo-liberal hegemonic
model did not improve the democratic debate that may lead to an eventual better equilibrium of
wealth and access.

1.2 Objectives and outline of the thesis

This research puts the negotiating process of the Trade Promotion Agreement in the larger
context of the continuing neo-liberal power structure with its strong ties to the private sector.
These ties have been strengthened since the Fujimori era (1990-2000) when encompassing
business associations began to play a more significant role in the policy-making process, equally
important as the personal relations between the public and the private sector through the
technocratic policy-makers that depended on or were part of the private sector. Under the
Andean Trade Promotion and Drug Eradication Act (ATPDEA), established in 2002 as an
extension to the Andean Trade Promotion Act (ATPA) of 1991, Peruvian exports have boomed
over the last five years, resulting in the emergence of a new bias to the political economy of Peru.
The TPA will not only consolidate the previous established commercial preferences for an
indefinite time, it will also signal the world that Peru is continuing with its market reforms and
that it has transformed itself into a serious trading partner. Therefore, the TPA is a crucial
instrument to the Peruvian private sector with a lot of interests at stake. Even within the trade
department of the Peruvian government, there was an internal debate on which pathway to
follow, but in the end the TPA with the United States has cleared the way - practically and
ideologically - for the complete opening of the Peruvian market and the integration into the
world economy, resulting in the signing of many other bilateral free trade agreements with the
main economies in the world. The process of negotiating, approving and promoting the TPA in
Peru forms, therefore, an excellent case to investigate how these powerful business elite groups
have operated and used their political weight in order to influence the establishment and the
draft of the agreement, in the end determining the entire process of the TPA in Peru.

The central question of this research is:

What has been the role of the private sector in Peru in the negotiation, approval and promotion
process of the Trade Promotion Agreement (TPA) with the United States?

In order to operationalise the role of the private sector the first part focuses at the formal and
traditional political organisation of the private sector through sectoral and encompassing
business associations. The second part examines the informal and personal influence of the
private sector at the negotiating and ratifying process as well as during the promotion and
diffusion of the agreement through personal or sectoral pressure on the negotiating team and
against opposing groups. These different parts are based on the aforementioned characteristics
of business participation in contemporary trade negotiations. They include also the division
between the formal and informal participation, which is based on the theoretical concepts of
organised business that tends to provide more transparent and accountable assistance, and the
personalised policy networks that are rather informal. These concepts are further explored in
the next chapter. The third research focus adds the international dimension of the emerging
political weight of the private sector in Peru. Due to massive privatisations and the rigorous
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opening of the domestic market, many transnational companies have entered and are currently
dominating the Peruvian economy; it is crucial to include the international aspect of the private
sector since under neo-liberalism the dependence on international financial institutions, foreign
direct investment and technocratic (mostly international) economic policy has significantly
grown. As both the third and sixth chapter clarify, the rules of the game were predominantly set
by transnationalised interests. Economic asymmetry between the United States and Peru meant
different interests in the TPA where through an aggressive negotiation position and strategy the
United States could realise most of its offensive demands. The possibility for the Peruvian
government to manoeuvre was restricted since these rules of the trade game were set by the
United States.

Research setting and methods

[ have spent three and a half months in Lima (May - August 2009 in order to carry out my
research. Considering the fact that Lima is the primate city of a highly centralised Peru, it was
the most convenient and logic option to carry out my research in the nation’s capital since every
political and economic decision is made here. Fortunately, the Centro Internacional de la Papa
(International Potato Centre, CIP) of the Agricultural University of La Molina, Lima, offered me a
working desk where I enjoyed an amiable and stimulating environment to conduct this research.
During the period of fieldwork I have lived in the bourgeoisie middle-upper class city-district of
Miraflores, which is located next to Lima’s new financial centre in the San Isidro district. Though
close, the urban traffic formed the main constraint of an efficient fieldwork day. Many business
institutions and consultancy headquarters are also to be found in Miraflores, but other
institutions such as universities, research centres and civil society organisations were located in
different parts of the metropolitan area.

San Isidro is Lima’s most flourishing city-district. When after 1992 foreign direct
investment started to flow into the city, this new business district began to take shape in which
most banks constructed their new office towers, followed by exclusive hotels and executive
office complexes. As a result of uncoordinated private projects, the construction sector along
with the real estate and the leisure sectors grew rapidly, what became visible in the business,
industrial, and commercial and entertainment sectors. This unregulated urban development
created many islands of wealth; these were generated by powerful private companies and real
estate developers who shape privileged spaces for the cosmopolitan elites. The core of Lima’s
private sector is located at the Centro Empresarial where the Via Principal is often denominated
as “little Manhattan.” Indeed, various Torres Reales provide luxurious offices for Peru’s most
powerful business associations and numerous transnational companies, under the strict
vigilance of countless private guards. The personal attendance of business forums and
interviews with business leaders have contributed to create this image of a highly insulated
private island in a sea of poverty.

The information used for this thesis has been derived from various sources. This included
mainly documents from different private sector organisations, NGOs, government agencies and
other institutions that were elaborated during the TPA debate. These documents consisted of
newspapers, magazines, opinion articles, business magazines, books, academic articles and
studies on the TPA, presentations, press releases, magazines, posters, media analyses, letters
from business associations to ministers, and statutes of newly formed business alliances.
Through the collection and analysis of these written and primary sources the positions,
proposals and opinions of the private sector regarding the TPA could be assessed.
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Other important information was gathered in twenty-seven interviews with key persons
who were involved in the debate. Information acquired through interviews provided interesting
background information and occasionally revealing details. These experts, related to different
sectors, have actively participated in or were at least closely related to the TPA; they have
helped me in understanding the political and economic significance of the TPA to Peru, why it
has been such an important, delicate and sometimes controversial matter, and how the public-
private relations have determined the general process. The interviews were held with various
business leaders, academics at different universities, former and current state officials, private
consultants and several representatives of US institutions such as AMCHAM and USAID. These
interviews with insiders were useful to fill some gaps caused by the inaccessibility or
unreliability of certain documents of government agencies or private sector organisations.

The interviews were semi-structured and basically evolved around a general topic list;
the second part of the interview consisted mainly of a depth-interview (Annex 1 gives a topic
list). All the interviews were one on one with the exception of one round-table meeting in which
four persons (originally six) participated. Since these key persons were acquainted with each
other, it was rather easy to contact the right respondents. Annex 2 provides a list of the
interviewees’ positions and dates of interview. No explicit confidentiality was expected or
requested by the respondents except for one. With their permission all interviews were digitally
taped apart from the one at USAID/US Embassy where electronic devices were prohibited, and
one interview that took place under an informal setting. All interviews were carried out by
myself; only the round-table meeting was set up by two other persons who also participated in
the meeting. All the obtained data was coded and transcribed directly; however, the round-table
meeting was transcribed by a Peruvian friend in return for a small financial compensation since
it was hard to understand the interviewees. Despite having mixed feelings about the results, it
proved a useful help.

A third research method consisted of observational participation in business forums in
order to identify the possibilities for lobby practices between the private and public sector
(Annex 3). Though the Vice-Minister of Foreign Trade informally invited the attending business
leaders to accompany him on the forthcoming trade negotiations, no sufficient opportunities to
lobby were recognised. Nonetheless, the setting, atmosphere and characteristics of the audience
and the speakers contributed to the general image of the Peruvian private sector as a selected
and elitist club.

Structure of the thesis

Prior to the analysis of the particular forms of business organisation and participation in the TPA
process, an extensive chapter on the political economy of market reforms explores how neo-
liberalism has contributed to the tighter relations between the private and the public sector.
Many scholars have written on neo-liberalism in Latin America and the emergence of collective
action among business groups in the form of encompassing business associations that gave the
private sector an increasing political voice. Internationally educated technocrats have
determined the political economy of Peru, as well as in many other Latin American countries
during the 1990s under structural adjustment programmes that were imposed by the
international financial institutions in order to control hyperinflation, stabilise prices, stimulate
privatisations, reduce import tariffs and open the economy to foreign investment. During these
rigorous measures, which occurred in Peru under the (semi-) authoritarian regime of Fujimori,
the private sector became increasingly concentrated and oligopolised into a core of big
corporations with often transnational links. As the centre of a new emerged power structure,
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business became an important political actor in determining the national political economy.
Interests of the government started to coincide with the interests of the private sector through
technocratic policy-makers that were closely affiliated with these private powers. Under these
processes, the growing political importance of the private sector went together with the
transnationalisation of the Peruvian economy through massive privatisations under Fujimori.
The political power of business groups recollects the underlying theoretical debate on the
relation between neo-liberalism and democracy when the state retreats itself from public policy-
making and when, especially in Peru, civil society is weakly organised; this may create spaces for
authoritarian rule when the government is captured by big business.

The more technical debates around the TPA are reviewed in the third chapter in order to
contextualise the specific aspects of the TPA. It shows how the United States has determined the
general negotiation process in order to advance on the new trade agenda issues in a bilateral
way - issues that are favourable to US offensive interests and that were not advancing on the
multilateral agenda. Due to enormous asymmetries between the two countries in terms of
economic impact and therefore negotiating power, Peru had to accept certain demands that
resulted eventually in a series of assumable negative impacts in issues such as agriculture,
intellectual property rights and investment. Under the competitive liberalisation strategy
developed by the United States, Peru accepted these demands in order to secure its temporary
preferential market access that was granted earlier under specific trade programmes. This gave
the United States an important trump for the negotiations and, furthermore, it created a narrow
but powerful domestic lobby in Peru that was in favour of the TPA. These demands and
antecedents cleared the path for the start of the negotiations of the trade agreement and have
significantly determined its outcome.

The fourth chapter analyses how the formal and regulatory participation by the private
sector in Peru occurred. Built upon earlier business-government initiatives such as national
export plans, the Peruvian government relied heavily on the technical expertise that is to be
found among business associations. This incentive led to the creation of an ad-hoc business
council that incorporated most of Peru’s important business associations. This business council
proved to be an excellent platform for maintaining full coordination between the national
private sector and the government. The council copied the official negotiating structure in order
to provide a daily assistance from the private sector at every different negotiating level and
issue. This has been greatly endorsed by both the private sector and the government. This
chapter also highlights that indeed the business associations played the most important and
significant role during the trade negotiations. Interestingly, the business council was not an
official part of the negotiations but could legitimately participate in the Room Next Door among
other representatives of the society. However, this proved to be rather inefficient in channelling
interests to the government and functioned mostly as a décor to maintain communication
between the government and civil society. Hence, the business council provided a much more
efficient tool for interest channelling.

Yet, as the fifth chapter studies, informal relations between business and government
have played an important role. Discrepancies between business associations and internal
balances of power between certain sectors, associations and companies have been used to
influence the TPA process. These reflect the informal and pressure lobbying which became more
active during the political phases of the TPA. The private sector maintained a fluent
communication with the government, but, moreover, with the Peruvian and the US Congress in
order to stimulate the approval of the trade agreement. Further, this chapter analyses how
certain private interests prevail over others and how the policy networks, that are mostly
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invisible and hard to detect, have determined the TPA process. Political decisions were directly
related to business interests and the Ministry of Foreign Trade showed the ability to trespass
other government related institutes that held a more cautious position. Despite the attempts to
reduce some of the negative effects through the amendment protocol, the Peruvian government
continues to hold on to the trade agenda issues that were set by the United States. The
conjuncture of public and private interests became also clear in the promotion of the TPA. This
power coalition launched a major campaign in order to diffuse the benefits of the trade
agreement and to change the initial negative public opinion into a more favourable one. These
activities were carried out by the government, the private sector and several consultancy firms
that were in fact propagandists considering their close relation with big business and the
government. These activities led to a large control of national media and promotional events,
effectively muting the opposing groups.

The sixth chapter explains how the Peruvian national negotiating position is largely
influenced by transnational interests. Many national corporations do not necessarily represent
national capital, but are often linked to transnational corporations. During the negotiations these
companies, represented by the national business associations, may act as national entities, but
their interests are often spread. This chapter discusses the issue of how the domestic national
position is determined by these transnationalised interests and how this in fact explains much of
the outcome of the trade negotiations. Furthermore, these transnational interests were
particularly defended by the United States through specific negotiation strategies and positions.
Second, the United States was also closely related to the domestic consensus negotiations
through US institutions such as the Embassy, USAID and the most powerful advocate of free
trade and US business interests, AMCHAM. Therefore, it seems evident that the main interests
behind the TPA reflect these transnationalised interests.

Finally, the conclusion returns to the initial research question on the role of Peru’s
private sector during the TPA process and what kind of implications this has had on the results
of the trade negotiations and the democratic debate. The theoretical concepts discussed in the
second chapter are applied to the case of the TPA and shows how the new emerged corporate
power structure could manage the trade negotiations by controlling the powerful coalition with
the media and the government. This final part of the thesis provides a perception of the
fundamental ways in which international trade negotiations tend to strengthen the neo-liberal
hegemonic paradigms and how these domestic powers are able to survive as long as there is no
significant contestation from other sectors of the society.
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The second chapter of this thesis outlines the dimensions and the background of neo-liberalism
and its effect on business-government relations in order to explain the preeminent political role
of the Peruvian business sector during the negotiations of the TPA. Peru’s participation in the
TPA with the United States meant a strong consolidation of its economic restructuring
programme which was initiated in 1990. Since then economic liberalisation has been among the
main policy objectives of the Peruvian government. The first section describes and analyses how
the transformation of a state interventionism model based on import substitution to neo-liberal
restructuring based on deregulation and liberalisation has changed economic policy-making
profoundly throughout Latin America. Under the market reforms new economic and often
transnational conglomerates became important actors in the policy-making process while old
protected national business groups were affected by the massive privatisations and rigorous
market liberalisation. Through personal relations with the technocratic policy-makers but, also,
through professionalised and newly emerged peak business associations that encompass
traditional sectoral associations, interactions between the neo-liberal governments and the
national business sectors were strengthened. These strong ties did not always lead to the total
deregulation of the market; with key positions in the economic policy-making process occupied
by technocrats and business leaders, economic policies and market reforms tended to favour
mainly business interests as visible in trade policies.

The second section specifies these re-regulation politics by using the collective action
theory, and puts these issues inside the fundamental debates on neo-liberalism and democracy.
It aims to provide a conceptual and theoretical ground for understanding the political and
economic changes in Peru that tend to strengthen the political role of private actors. The last
section explicitly shows how these processes have worked in Peru, where under a semi-
authoritarian regime neo-liberalism became locked-in, how business-government relations
became tighter and how they survived the democratic transition.

2.1 Neo-liberal market reforms: altering business-government relations

During the early 1980s, most of the Latin American countries were unable to finance the huge
foreign debt payments of international loans they had been accumulating under the import
substitution industry (ISI) model in previous decades. To avoid a complete collapse of their
highly inflated and indebted economies, most of the governments were forced to devalue their
currencies, refinance their foreign debts, reduce government expenditures, and restructure their
economies according to the terms set by the International Monetary Fund (IMF), the World
Bank, and the Inter-American Development Bank (IDB). Harris sees this process in a larger
context of “increasing globalisation or integration of national and regional economies into the
global capitalist economic system” (Harris 2003, 366). Neo-liberalism has provided ideological
justification for capitalist restructuring and this ideology was adopted by the international
financial institutions (IFIs) and the US governments. Their stabilisation and structural
adjustment programmes imposed on the national governments consisted of debt payments,
opening up of the economies to transnational capital, and integrate their economies into the
global market (Harris 2003, 368). Governments were required to reach an agreement with the
IMF in order to obtain possible loans from the World Bank, IDB, G-7 government loans and
grants, and sometime from the private sector. This group of creditors was influential in creating
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the Washington Consensus (Weisbrot 2006). The Washington Consensust! is often referred to as
a package of policies emphasising on privatisation, price stabilisation, reduction of import tariffs,
liberalisation of local financial markets and opening of economies to foreign investment. These
policies would stimulate foreign trade and investment, and would encourage private companies.
The resulting growth would eventually trickle down as economies become more competitive
and efficient (Birdsall, de la Torre & Menezes 2008, 1).

When looking at how and by whom the neo-liberal policies were implemented in Latin
America, interestingly, a new group of actors arose. It was possible to implement such reforms
due to the failing preceding populist regimes, which had lost their electoral support; it made
neo-liberalism the new hegemonic ideology in the region, even influencing leftist political
parties and intellectuals (Veltmeyer, Petras & Vieu 1997 213; Harris 2003, 369). As Robinson
describes, the political domination under neo-liberalism, known as “capitalist polyarchy”,
consists of a small group that rules on behalf of capital. They are dominated by transnationalised
factions of the local elites in Latin America and have the structural power of the global economy
supporting them. During the political transition from military to civilian rule they gained control
to neutralise the democratisation process in the region. “They have enabled the transnational
elites to reorganise state institutions and to create a more favourable institutional framework
for a deepening of neo-liberal adjustment” (Robinson 1998/1999, 121; Harris 2003, 371). The
views and interests of the national political elites have affected the specific forms of neo-liberal
policies. The degree of their relative political autonomy and their linkages with international
states, multilateral organisations and transnational enterprises determines the content of their
policies (Fernandez Jilberto & Hogenboom 2007, 9).

It is, however, uncertain whether the new leading policy-makers endorsed the neo-
liberal ideas out of orthodox economic ideology or out of pragmatic reasons. There is evidence
that the ideological commitment of political leaders to neo-liberal market reforms is not based
on conviction, but more as a response to pressures from the international financial institutions,
economic malaise, and the need to restore public authority. As Weyland (2002, 27) points out,
instrumental calculations and political decisi