
The revelations of the cruelties perpetrated under military 
rule are deeply shocking to many Argentines. What sort of 
people are these, they ask, ourfdlow citizens who murdered 
freely, shot little children, tied bodies together like strings 
of sausage and threw them from airplanes? The exhumed 
skulls rise as if to accuse. But people also wonder how long 
these memories will remain vivid. Many Argentines wam 
that they are a people of short memorphedonists used to 
deluding themselves and unaccustomed to pulling together 
or making sacrifices. Argentines have long lived off the fat 
of.the land; their national resolve, their willpower, has never 
been tested. They are an old-world people with shallow roots 
in the new; their leaders have lacked a real commitment to 
the country intellectually, politically, and financially. Senor 
Alfonsln has to break the mold. 

Trevor Fishlock is New York Bureau chief of the London 
Times. 

EXCURSUS 2 

Rlchard O'Mara on 
PERU'S OTHER ECONOMY 

Hemando de Soto is a buoyant fellow who runs a think tank 
in Lima called the Freedom and Democracy Institution, which 
has been studying what is called the "informal economy." 
When you hear the phrase in Peru you immediately think 
of Indians in the street selling razor blades, alpaca sweaters, 
and the like. This is what the institute is talking about, says 
de Soto, and much more. It is a challenge to the s t a t e  
probably a healthy one. And if this Is occurring elsewhere 
in Latin America, maybe the future down here will not be 
so bleak after all. 

Usually, the sight of lots of people in the street selling 
things is a sign the economy is too weak to provide them 
with regular jobs. This is called underemployment. Street 
vendors are generally people who were once better off and 
have been reduced to that kind of work. From New York to 
Buenos Aires this has always been the case. But it is not 
the case In Peru. According to de Soto, these people are 
now doing better than ever b e f o M v e n  though they may 
labor unendingly and without protection in sweatshops and 
force the youngest among their children to work. 

'About twenty years ago," de Soto says, 'Lima used to 
be'a city where the Spanish people lived. The Indians lived 
up in the mountains, and that was the way things were. 
Then we began to build roads out of Lima so the middle 
class could leave. The transistor radio was developed and 
magazines began to reach the interior. So what happened? 
Lima, a city of two million, gets hit with four million Indians." 

In their efforts to get a foothold here the Indians en- 
countered a system the Spaniards had planted in the New 
World, one that never changed except to get worse. Spain, 
de Soto notes, never had a feudal system like the rest of 
Europe's-a weak central govemment and a variety of pow- 
erful lords, each presiding over a virtually independent 8co- 
nomic unit. Spain went right from rule by the Muslims of 
North Africa to centralized control under the Spanish crown. 

This,state centralism was transferred directly to Spanish 
America, and the economy was controlled very tightly. Once 
an effldent political-economk system, It has ossmed in Lath 
America, becoming tortuous and labyrinthine and requiring 
lawyers, bribes, and seemingly endless amounts of time to 
pass through it. Here indeed Is the monster Ronald Reagan 
claims to have seen in Washington before his election: a 
bureaucracy that discourages initiative, enterprise, and eco- 
nomic development. 

To measure the drag of this system on economic actMty, 
de Soto and hls team started a small textile operation. We 
set sotne wo" up with sewing machines in a building, 
then set about trying to legalize it. Vke had one lawyer. We 
paid only five bribes. It took us eight months to become 
legal. How many of these Indians coming down out of the 
sierra can afford that kind of time and effort?" 

The answer to that question is obvious and explains why 
the Indians have ignored the requirements of the state and 
set up an informal economy. This has grown immensely, 
and de Soto was the first to measure it. He has found that 
there are some 300,000 vendors selling items supplied by 
more than 8,000 illegal textile and clothing factories and 
2,000 shoe factories. Over 85 per cent of the fumlture sold 
in Lima comes from such informal industries. In the area of 
services, several thousand unreglstered constructlon com- 
panies are kept busy building solid houses in the pueblos 
iovenes, or young towns, the euphemlstically named slums 
on the periphery of the capital. A full 75 per cent of Lima's 
public transport system is informal: Nearly 90 per cent of 
the cab drivers are unlicensed, and many of the marked 
buses themselves are illegal vehicles. In all, an estimated 
70 per cent of the labor force In Lima-which Is home to a 
third of Peru's populatloworks in the Informal sector. The 
same proportion is thought to apply in other cities of Peru. 

That finding has a good side and a bad side. The bad 
side is that the govemment of President Femando Belaunde 
Teny is being cut out of the action: The informal sector pays 
no taxes, no license fees. The good side is its indirect benefit 
to the state, for without the informal economy, Peru-whose 
gross domestic product declined 12 per cent last year and 
whose rate of inflation is 130 per cent-would probably be 
writhing in a social revolution right now. The informal sector 
is probably what is keeping Peru afloat. 

De Soto says the study of the informal sector will be 
completed 8oon and its findings probably published in July. 
They are expected to reveal that the Informal sector is In 
fact quite formal, with its own property and contract law, its 
own regulations for transactions among participants. That 
small yard of sidewalk on a Lima street on which the Indian 
family sells nail clippers, plastic combs, and hairpins may 
look like public property, but it is bought and sold for such 
use in the same way private property is bought and sold In 
the regular economy. 

"What has happened is that a whole body of law has 
grown up beside the existing law," says de Soto. He's not 
sure where this will lead; no one Is. If the same thing is 
occurring elsewhere, and de Soto thinks it may be hap- 
pening in Mexico, it speaks well of the Indians, long thought 
a drag on development in the countries of Latin Amerlca in 
which they are numerous. 

Richard O'Mara, Foreign Editor ofthe Baltimore Sun, wrlfes 
frequently on Latin Amerlcan aMm.  
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