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PREFACE TO THE SIXTH EDITION


FOR THIS, THE TWENTY-FIFTH ANNIVERSARY OF Understanding Central America’s first edition in 1989, we have again extensively updated the volume. For the fourth and fifth editions, multiple transformations of the region—the formal democratization of several countries, the end of several civil wars, and the adoption of new, neoliberal economic development models—required a major rearrangement of the book. This sixth edition follows the same organization as the fourth and fifth but contains extensively updated country chapters to incorporate developments up through early 2014, including elections in Honduras (2013), and Costa Rica and El Salvador (early 2014). Chapter 9, on political participation and public opinion, integrates new survey data on the region from 2012, and traces trends in behavior and attitudes from the 1990s. We have added new figures and updated tables on trends in politics, economics, social conditions, and election outcomes through March of 2014.
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ACRONYMS


Abbreviations of countries:


CR = Costa Rica; ES = El Salvador; G = Guatemala; H = Honduras; N = Nicaragua














	ACC


	Civil Society Association (Asociación de la Sociedad Civil) (G)







	AID


	Agency for International Development







	AL


	Liberal Alliance (Alianza Liberal) (N)







	ALBA


	Bolivarian Alliance for the Americas (Alianza Bolivariana para las Américas); until 2009 Bolivarian Alternative (Alternativa)







	ALIPO


	Popular Liberal Alliance (Alianza Liberal Popular) (H)







	ALN


	Nicaraguan Liberal Alliance (Alianza Liberal Nicaragüense)







	AMNLAE


	Luisa Amanda Espinosa Nicaraguan Women’s Association (Asociación de Mujeres Nicaragüenses Luisa Amanda Espinosa)







	AMPRONAC


	Association of Women Confronting the National Problem (Asociación de Mujeres Frente a la Problemática Nacional) (N)







	ANEP


	National Association of Private Enterprises (Asociación Nacional de Empresas Privadas) (ES)







	APRE


	Alliance for the Republic (Alianza para la República) (N)







	ARDE


	Revolutionary Democratic Alliance (Alianza Revolucionaria Democrática) (Costa Rican–based Contra forces)







	ARENA


	Nationalist Republican Alliance Party (Alianza Republicana Nacionalista) (ES)







	ASC


	Assembly of Civil Society (Asamblea de la Sociedad Civil) (G)







	ATC


	Rural Workers’ Association (Asociación de Trabajadores del Campo) (N)







	BPR


	Revolutionary Popular Bloc (Bloque Popular Revolucionario) (ES)







	CACM


	Central American Common Market







	CAFTA


	Central merican Free Trade Agreement







	CARSI


	Central America Regional Security Initiative







	CBI


	Caribbean Basin Initiative







	CC


	Court of Constitutionality (Corte de Constitucionalidad) (G)







	CD


	Democratic Change (Cambio Democrático) (ES)







	CD


	Democratic Convergence (Convergencia Democrática) (ES)







	CDC


	Civil Defense Committee (Comité de Defensa Civil) (N and H)







	CDS


	Sandinista Defense Committee (Comité de Defensa Sandinista) (N)







	CDU


	United Democratic Center (Centro Democrático Unido) (ES)







	CEB


	Christian base communities (comunidades eclesiales de base)







	CEH


	Historical Clarification Commission (Comisión de Esclarificación Histórica) (G)







	CGUP


	Guatemalan Committee of Patriotic Unity (Comité Guatemalteco de Unidad Patriótica)







	CIA


	Central Intelligence Agency







	CICIG


	International Commission Against Impunity in Guatemala (Comisión Internacional Contra la Impunidad en Guatemala)







	CN


	National Conciliation (Conciliación Nacional) (ES)







	CODEH


	Human Rights Committee of Honduras (Comité de Derechos Humanos de Honduras)







	COSEP


	Superior Council of Private Enterprise (Consejo Superior de la Empresa Privada) (N)







	COSIP


	Superior Council of Private Initiative (Consejo Superior de la Iniciativa Privada) (N)







	CPC


	Citizens’ Power Councils (Consejos del Poder Ciudadano) (N)







	CPI


	consumer price index







	CREO


	Commitment, Renewal and Order Party (Compromiso, Renovación y Orden) (G)







	CRIES


	Regional Coordinating Body for Economic and Social Research (Coordinadora Regional de Investigaciones Económicas y Sociales) (N)







	CRM


	Revolutionary Coordinator of the Masses (Coordinadora Revolucionaria de Masas) (ES)







	CSE


	Supreme Electoral Council (Consejo Supremo Electoral) (N)







	CSJ


	Supreme Court of Justice (Corte Supremo de Justicia) (G and N)







	CST


	Sandinista Workers’ Federation (Central Sandinista de Trabajadores) (N)







	CUC


	Peasant Unity Committee (Comité de Unidad Campesina) (G)







	DC


	Christian Democratic Party (Partido Demócrata Cristiano) (G)







	DINADECO


	National Community Development Directorate (Dirección Nacional de Desarrollo de la Comunidad) (CR)







	DNC


	Joint National Directorate (Dirección Nacional Conjunta) (N)







	DNU


	National Directorate of Unity (Dirección Nacional de Unidad) (H)







	ECLAC


	Economic Commission for Latin America and the Caribbean (Comisión Económica para América Latina y el Caribe)







	EG


	Encounter for Guatemala (Encuentro por Guatemala)







	EGP


	Guerrilla Army of the Poor (Ejército Guerrillero de los Pobres) (G)







	EPS


	Sandinista People’s Army (Ejército Popular Sandinista) (N)







	ERP


	Revolutionary Army of the People (Ejército Revolucionario del Pueblo) (ES)







	ERP27


	Army of Patriotic Resistance (Ejército de Resistencia Patriótica) (H)







	ESAF


	Enhanced Structural Adjustment Facility







	EXA


	export agriculture







	FAL


	Armed Forces of Liberation (Fuerzas Armadas de Liberación) (ES)







	FAO


	Broad Opposition Front (Frente Amplio Opositor) (N)







	FAPU


	United Popular Action Front (Frente de Acción Popular Unida) (ES)







	FAR


	Revolutionary Armed Forces (Fuerzas Armadas Revolucionarias) (G)







	FARC


	Revolutionary Armed Forces of Colombia (Fuerzas Armadas Revolucionarias de Colombia)







	FARN


	Armed Forces of National Resistance (Fuerzas Armadas de Resistencia Nacional) (ES)







	FDCR


	Democratic Front Against Repression (Frente Democrático Contra la Represión) (G)







	FDN


	Nicaraguan Democratic Force (Fuerzas Democráticas Nicaragüenses)







	FDNG


	New Guatemala Democratic Front (Frente Democrático Nueva Guatemala)







	FDR


	Revolutionary Democratic Front (Frente Democrático Revolucionario) (ES)







	FGEI


	Edgar Ibarra Guerrilla Front (Frente Guerrillera Edgar Ibarra) (G)







	FMLH


	Morazán Front for the Liberation of Honduras (Frente Morazanista para la Liberación de Honduras)







	FMLN


	Farabundo Martí National Liberation Front (Frente Farabundo Martí de Liberación Nacional) (ES)







	FNT


	National Workers’ Front (Frente Nacional de Trabajadores) (N)







	FOL


	Forward Operating Location







	FOSALUD


	Fund for Health Solidarity (Fondo Solidario para la Salud) (ES)







	FP13


	January 13th Popular Front (Frente Popular 13 de Enero) (G)







	FPL


	Popular Forces of Liberation (Fuerzas Populares de Liberación) (ES)







	FPN


	National Patriotic Front (Frente Patriótico Nacional) (N)







	FPR


	Lorenzo Zelaya Popular Revolutionary Forces (Fuerzas Populares Revolucionarias “Lorenzo Zelaya”) (H)







	FRG


	Republican Front of Guatemala (Frente Republicano de Guatemala)







	FRNP


	National Popular Resistance Front (Frente Nacional de Resistencia Popular) (H)







	FSLN


	Sandinista National Liberation Front (Frente Sandinista de Liberación Nacional) (N)







	FUR


	United Front of the Revolution (Frente Unido de la Revolución) (G)







	FUSEP


	Public Security Forces (Fuerzas de Seguridad Pública) (H)







	GANA


	Grand National Alliance (Gran Alianza Nacional) (G)







	GANA


	Grand Alliance for National Unity (Gran Alianza por la Unidad Nacional) (ES)







	GDP


	gross domestic product







	HIPC


	(World Bank’s) Heavily Indebted Poor Countries







	IAD


	Inter-American Development Bank







	ICE


	Costa Rican Electrical Institute (Instituto Costarricense de Electricidad)







	ICJ


	International Court of Justice







	IIRIRA


	Illegal Immigration Reform and Immigrant Responsibility Act







	IMF


	International Monetary Fund







	INE


	National Statistical Institute (Instituto Nacional de Estadística) (G)







	LIBRE


	Liberty and Refoundation Party (Partido Libertad y Refundación) (H)







	LIDER


	Renewed Democratic Liberation Party (Libertad Democrática Renovada) (G)







	LP28


	28th of February Popular Leagues (Ligas Populares 28 de Febrero) (ES)







	MAS


	Solidarity Action Movement (Movimiento de Acción Solidaria) (G)







	MINUGUA


	United Nations Mission in Guatemala (Misión de las Naciones Unidas en Guatemala)







	MLN


	National Liberation Movement (Movimiento de Liberación Nacional) (G)







	MLP


	Popular Liberation Movement (Movimiento de Liberación Popular) (ES)







	MNR


	National Revolutionary Movement (Movimiento Nacional Revolucionario) (ES)







	MPL


	Popular Movement for Liberation (Movimiento Popular de Liberación) (H)







	MPU


	United People’s Movement (Movimiento Pueblo Unido) (N)







	MR13


	13th of November Revolutionary Movement (Movimiento Revolucionario del 13 de Noviembre) (G)







	MRPIxim


	People’s Revolutionary Movement Ixim (Movimiento Revolucionario del Pueblo Ixim) (G)







	MRS


	Sandinista Renovation Movement (Movimiento de Renovación Sandinista) (N)







	NAFTA


	North American Free Trade Agreement







	OAS


	Organization of American States







	OPEC


	Organization of Petroleum Exporting Countries







	ORDEN


	Nationalist Democratic Organization (Organización Democrática Nacionalista) (ES)







	ORPA


	Organization of the People in Arms (Organización del Pueblo en Armas) (G)







	PAC


	Anti-Corruption Party (Partido Anti-Corrupción) (H)







	PAC


	Citizen Action Party (Partido de Acción Ciudadana) (CR)







	PAC


	Civil Self-Defense Patrols (Patrullas de Autodefensa Civil) (G)







	PAN


	National Advancement Party (Partido de Avance Nacional) (G)







	PARLACEN


	Central American Parliament (Parlamento Centroamericano)







	PASE


	Accessibility without Exclusion Party (Partido Accesibilidad sin Exclusión) (CR)







	PCH


	Honduran Communist Party (Partido Comunista de Honduras)







	PCN


	National Conciliation Party (Partido de Conciliación Nacional) (ES)







	PCS


	Communist Party of El Salvador (Partido Comunista de El Salvador)







	PDC


	Christian Democratic Party (Partido Demócrata Cristiano) (ES)







	PDCG


	Christian Democratic Party of Guatemala (Partido Demócrata Cristiano de Guatemala)







	PDCH


	Christian Democratic Party of Honduras (Partido Demócrata Cristiano de Honduras)







	PES


	Party of Hope (Partido de la Esperanza) (ES)







	PGT


	Guatemalan Labor Party (Partido Guatemalteco del Trabajo)







	PID


	Institutional Democratic Party (Partido Institucional Democrático) (G)







	PINU


	Innovation and Unity Party (Partido de Inovación y Unidad) (H)







	PLC


	Liberal Constitutionalist Party (Partido Liberal Constitucionalista) (N)







	PLH


	Honduran Liberal Party (Partido Liberal de Honduras)







	PLN


	Liberal Nationalist Party (Partido Liberal Nacionalista) (N)







	PLN


	National Liberation Party (Partido de Liberación Nacional) (CR)







	PML


	Libertarian Movement Party (Partido Movimiento Libertario) (CR)







	PMOP


	Military Police of Public Order (Policía Militar y de Orden Público) (H)







	PN


	The National Party (Partido Nacional) (H)







	PNC


	National Civil Police (Policía Nacional Civil) (ES)







	PNDH


	National Plan for Human Development (Plan Nacional para el Desarrollo Humano) (N)







	POLSEPAZ


	Policy for Integral and Sustainable Citizen Security and Promotion for Peace (Política Integral y Sostenible de Seguridad Ciudadana y Promoción de la Paz Social para Costa Rica) (CR)







	PP


	Patriot Party (Partido Patriota) (G)







	PR


	Revolutionary Party (Partido Revolucionario) (G)







	PRTC


	Revolutionary Party of Central American Workers (Partido Revolucionario de Trabajadores Centroamericanos) (CR)







	PRTCH


	Revolutionary Party of Central American Workers of Honduras (Partido Revolucionario de Trabajadores Centroamericanos de Honduras)







	PRTCS


	Revolutionary Party of Central American Workers (Partido Revolucionario de Trabajadores Centroamericanos) (ES)







	PRUD


	Revolutionary Party of Democratic Unification (Partido Revolucionario de Unificación Democrática) (ES)







	PSD


	Democratic Socialist Party (Partido Socialista Demócrata) (G)







	PTS


	The Political Terror Scale







	PUSC


	Social Christian Unity Party (Partido de Unidad Social Cristiano) (CR)







	RN


	Nicaraguan Resistance (Resistencia Nicaragüense)







	SAA


	structural adjustment agreements







	TPS


	temporary protected status







	TSE


	Supreme Electoral Tribunal (Tribunal Supremo Electoral) (CR, ES, and G)







	UCN


	National Union of Change (Unión del Cambio Nacionalista) (G)







	UCN


	Union of the National Center (Unión del Centro Nacional) (G)







	UDEL


	Democratic Liberation Union (Unión Democrática de Liberación) (N)







	UDN


	Democratic Nationalist Union (Unión Democrática Nacionalista) (ES)







	UFCO


	United Fruit Company







	UN


	United Nations







	UNAG


	National Union of Farmers and Ranchers (Unión Nacional de Agricultores y Ganaderos) (N)







	UNDP


	United Nations Development Program







	UNE


	National Unity of Hope (Unidad Nacional de la Esperanza) (G)







	UNIDAD


	Unity Movement (Movimiento Unidad) (ES)







	UNO


	National Opposition Union (Unión Nacional Opositora) (N and ES)







	URNG


	Guatemalan National Revolutionary Union (Unidad Revolucionaria Nacional Guatemalteca)







	USAID


	US Agency for International Development







	USDEA


	US Drug Enforcement Agency







	USSR


	Union of Soviet Socialist Republics







	VCE


	Let’s Go with Eduardo (Vamos con Eduardo [Montealegre]) (G)







	ZEDE


	Employment and Economic Development Zones (Zonas de Empleo y Desarrollo Económico) (H)
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MAP OF CENTRAL AMERICA. Reprinted from Harold Molineu, U.S. Policy Toward Latin America: From Regionalism to Globalism, 2nd ed. (Boulder, CO: Westview Press, 1990), p. 4. Copyright © Westview Press, 1990.




1


CRISIS AND TRANSFORMATION


CENTRAL AMERICA LIES SO CLOSE TO THE UNITED STATES THAT from Miami or Houston one can fly to Managua or Guatemala City more quickly than to Chicago or Boston. The region’s five countries, each profoundly shaped by proximity and trade with the United States, had roughly 20 million people in 1975 and attracted little of the world’s attention, but that soon changed. For two decades after World War II, the area had seemed a placid geopolitical backwater of the United States. Despite its mostly despotic regimes, Central America was poor but friendly to US interests. The region was making moderate progress under an economic strategy that gave development-planning roles to its governments and the regional common market. Yet in the early 1960s revolutionary groups appeared, followed by economic crises and political unrest in the 1970s. Central America then surged into world headlines as its governments, aided by the United States, cracked down on rapidly multiplying opposition movements. By the late 1970s waves of state terror, revolutionary insurrection, counterrevolution, and external meddling engulfed the region, taking over 300,000 lives, turning millions into refugees, and devastating economies and infrastructures.


By the first decade of the twenty-first century, the region had calmed remarkably from the politically turbulent 1980s. Constitutional, elected civilian governments had become the norm. US policy makers’ geopolitical concerns had waned, and political news from the region became scarce in the US media. But economic problems remained grave in several countries. Poor economic performance, low evaluations of some Central American governments by their citizens, and high political participation levels marked Honduras and Guatemala as having an elevated potential for political instability. In a shocking reversal of the region’s democratic progress, the Honduran army and Congress ousted President Manuel Zelaya from office. Though a new government was soon elected, Honduras had become the region’s first democratic breakdown of the new century. Criminal violence related to gangs and drugs rose sharply in several countries.


The first two editions of Understanding Central America focused on the tidal wave of political violence during the 1970s and 1980s and why great revolutionary movements wracked three Central American countries while the other two remained relatively politically stable.1 We argued, based on scholarly theories of revolution, that grievances arose from regionwide economic problems and from the political repression of mobilized demands for reform. When regimes in Nicaragua, Guatemala, and El Salvador violently refused to accommodate these demands, their opponents and would-be reformers coalesced and radicalized into revolutionary political opposition. In Nicaragua insurrection culminated in a rebel victory and eleven years of social revolution under the Sandinistas. In El Salvador and Guatemala civil war resulted in protracted stalemates eventually followed by negotiated peace and a significant alteration of the status quo. In striking contrast, political stability—although threatened—prevailed in Honduras and Costa Rica. Their governments undertook modest economic and political reforms and kept repression at moderate levels.


External actors, especially the United States, struggled to shape these events by providing political and material resources to the political actors. The United States expended enormous diplomatic and political energy and several billion dollars trying to determine winners and losers locally and affect institutions and policy. This outside manipulation of Central American politics profoundly affected all five countries by intensifying and prolonging their conflicts.


In the third edition of this book we expanded our focus to explain regime changes in the region—whether arising from revolutionary impulses or those managed by elites to prevent revolution. By the late 1990s each Central American nation, following sharply divergent paths, had arrived at one common regime type—a sort of minimalist electoral democracy. While hardly ideal democracies in execution, these civilian-led, constitutional, electoral regimes were sharply different from and less abusive than most governments in place in the 1970s.2 This convergence on governance style in five adjacent countries was no coincidence. The regime-change process regionwide resulted from the interaction of global economic and political forces with local politico-economic realities and actors.3 Certain contextual forces and actors had pushed Central America’s key players to settle on formal electoral democracy as their new preferred regime type, rather than returning to their traditions of military or personalistic authoritarianism.


By 2004, as we wrote the fourth edition, Central America’s political violence and repression were well below their civil war levels, human rights performance was somewhat better than in prior decades, and the region’s five major nations practiced at least a minimalist formal electoral democracy. The Cold War had ended and US fears of Communist expansion in the hemisphere had subsided below crisis pitch. This persuaded the United States to live with leftist parties participating openly in governance, despite a strong preference that they not win actual control anywhere. Neoliberalism, a new strategy of economic development, exposed Central America to the larger world economy more openly than ever. With its political systems moving toward electoral democracy, its economies liberalized, and the anti-Communist geopolitical imperative receding, Central America gradually faded from the world’s headlines.


By 2012 Central America had developed new problems. Counter-narcotics efforts made drug smuggling harder elsewhere in Latin America, so smugglers shifted trafficking routes to Central America. Gang violence developed and escalated to horrific levels in several isthmian countries, linked in part to US deportation of gang members back to the region and to domestic narcotics trafficking. The US, Mexican, and Central American governments developed a regional counter-narcotics and police-assistance program known as Plan Mérida to address these troubles, but much of it focused on strengthening armed forces. Meanwhile, leftist leaders came to power in Nicaragua and El Salvador, organized crime spread, the Honduran coup shocked regional and hemispheric governments, and political corruption scandals roiled several countries. Democratization had clearly not solved Central America’s problems.


This, the revised and updated sixth edition, tracks and seeks to explain how evolving global forces affect Central America. These waves of shared turmoil and change across several nations allow us to understand certain great forces beyond the nation-state. These forces compelled diverse sets of such apparently independent actors as the local elites of five Central American nations to reach common outcomes by following shared plans not entirely of their own devising. Although there is much worth knowing about Central America in its own right, the region’s experience with these greater metanational forces tell us much about how individual nations and groups of nations interact with the world environment.


Another reason why Central America should retain our attention resides in its ongoing poverty. An estimate for 2009 put the number of direly poor Central Americans (living on US$2 per day or less) at around 9.5 million—almost one-fourth of the region’s populace.4 Despite improvement of the region’s economies in the first decade of the 2000s, misery and dismal prospects  remained for millions unable to escape from grinding poverty. Some old sources of poverty persisted, and new ones had developed as Central America’s economies opened themselves up to the world. Examining how both global and local forces had affected Central America’s poor will tell us something about how capitalism had evolved and how it continues to function in Latin America and the developing world.


A third reason to study Central America is its population growth and migration. Central America’s combined population had risen to 40 million by 2012, and a quarter of the region’s citizens faced limited economic opportunity. One result of this was migration. The 2010 US Census revealed that approximately 4 million Central Americans lived in the United States.5 Many of these Central American–born residents of the United States had, of course, fled from the civil wars of the 1980s and, over the longer term, came seeking to alleviate their poverty and escape crime. The trend continued well into the twenty-first century as hundreds of thousands of Central Americans sought economic opportunity as migrant workers or as residents of Mexico and Costa Rica.


Understanding how global economic forces interact with local ones will also help us determine the impact on Central America of the major world economic slowdown of 2008–2009. Only Guatemala escaped an economic contraction in 2008–2009. Fortunately all the region’s economies returned to positive economic territory by 2010.6 A fourth reason to study Central America is that, as if persistent poverty and migration were not problems enough, its societies and political systems must cope with daunting new and old social and political pathologies. The end of civil wars and military and police reforms, paradoxically, failed to improve the security of many citizens. Police reform in Guatemala and El Salvador caused crime waves, as cashiered and corrupt former policemen became well-organized gangsters, while the reformed, new police lacked the resources to counter them effectively. Youths repatriated to Central America from inner cities in the United States brought with them an eruption of criminal gangs that scourged several countries. Security forces responded to youth gangs and to impoverished street children alike with draconian violence. Assassinations of political figures remained disconcertingly common in several countries. Newspapers regionwide reported a stream of political-corruption scandals. Examining these problems can illumine the local and global forces behind them and the raft of difficulties that the region’s civilian political leaders must overcome for democracy to consolidate and for economic development to ameliorate poverty.


A shorthand term for these big forces that act on Central America is globalization. Globalization refers to compelling systemic forces that act above and beyond the level of the nation-state, and above and through international institutions, penetrating into local affairs. Global forces press the political and economic actors of Central America and have often pushed them in similar directions and at the same times. What are these global forces? World-scale economic forces generate markets, commodity price cycles, and market crises that shape domestic economies and subpopulations for good or ill. Changes in the structure of the global economy, licit and illicit trade, and class systems force realignments of domestic economic organization and classes. New ways of organizing the world economic and political arenas produce new ideologies and operating policies for institutions. These constrain local actors by favoring some, weakening others, and reshaping institutions to fit global needs and preferences. We believe Central America’s revolutions, regime changes, economic development strategies, evolving classes, social problems, and persistent poverty in recent decades all reveal the impact of the global upon the local.


The “Central America” upon which we focus in this book consists of Guatemala, El Salvador, Honduras, Nicaragua, and Costa Rica.7 We do not address Belize and Panama individually. Although Belize is geographically Central American, that English-speaking microstate only became independent from Great Britain in 1981; its history is distinct from the region’s other countries. Panama is outside Central America historically. Its pre-Columbian indigenous cultures were South American. From 1821 until 1903, Panama formed part of the South American republic of Colombia. “The five,” however, share a common political heritage from the colonial period, during which Spain administered them as a unit. During the national period (1823 to 1838) they formed a single state called the United Provinces of Central America. In the late nineteenth century, several ill-fated attempts at reunification occurred. In the 1960s the five joined to form a common market. More recent unification efforts include a common regional parliament and shared trade agreements with the United States. Out of this history comes a sense of Central American national identity and, among some, a hope that someday the larger homeland might be reunited.


Central America, as defined above, is small. Its combined landmass of 431,812 square kilometers is barely larger than that of California (404,975 square kilometers). Moreover, its estimated total 2012 population of around 40.1 million was only slightly larger than California’s. The country with the smallest surface area, El Salvador, is smaller than Maryland. The largest, Nicaragua, is barely larger than Iowa. In population, the five varied in 2013 between a low of 4.9 million in Costa Rica (similar to the population of Alabama) and a high of 15.4 million in Guatemala (somewhat larger than Illinois).8 Central America’s population has more than doubled since the 1970s, but the rates of population growth have diminished in recent decades due to rapid urban growth and out-migration to the United States and elsewhere (see Appendix, Table A.2). Central America’s natural resources are modest. However, had different political systems and economic models prevailed across Central America during the nineteenth and twentieth centuries, there certainly would have been enough arable land to provide adequate sustenance for the present population, while at the same time producing some primary products for export. Yet responses to international market demands by the region’s elite led to land-ownership concentration, an overemphasis on export, and inadequate production of consumer food staples. Instead of growing beans, corn, rice, plantains, and cassava for local consumption, big landholders normally concentrated on lucrative exports such as coffee, cotton, sugar, and beef. Central America also possesses varied but not abundant mineral resources. One possible recent exception is Guatemala, with its nickel and its modest oil reserves. Historically, Nicaragua has been viewed as the logical site for a future trans-isthmian waterway. As we write this in 2014, Nicaragua had begun offshore oil exploration, and a new canal-building initiative was developing.


Central America’s main resource is clearly its people. Contrary to the ethnic stereotypes often held by North Americans, Central Americans are as hardworking as most other humans on this planet. To verify that statement, one need only observe the bustle of Central American cities at daybreak, or follow the activity of a typical Central American through the long hours of his or her daily routine. Central Americans are also remarkably resilient. The strength with which they have faced more than their share of hardship—including intense repression, occasional civil war, foreign occupation, and such frequent natural disasters as volcanic eruptions, earthquakes, hurricanes, mudslides, and floods—impresses outside observers, especially those used to safer natural and political environments.


Despite their similarities of geography and juxtaposition to the world outside the isthmus, there are some sharp differences among the Central American nations (see Table 1.1). For example, in economic development, Costa Rica in 2012 had a gross domestic product (GDP) per capita—a comparative measure of overall economic activity per citizen—of $5,725. (For comparison, US GDP per capita in 2010 was almost four times higher than Costa Rica’s—the ratio having declined considerably from 2007 because of Costa Rica’s fast-rising prosperity.)9 Costa Rica’s GDP per capita was over $2,500 greater than that of its nearest rival in the region, El Salvador. And with 3.6 and 4.2 times more GDP per capita than Honduras and Nicaragua, respectively, the Costa Rican economy in 2012 far outperformed its poorer neighbors. Are such stark economic differences inevitable in the region? Not at all. In 1950, the countries of Central America had much more similar levels of economic activity than they do today; the richest (El Salvador) had only 1.8 times the GDP per capita of the poorest (Nicaragua). But as Table 1.1 reveals, overall national economic activity changes from 1950 to 2007 differed enormously. Whereas Costa Rica’s GDP per capita rose 301 percent over this period and Guatemala’s rose 114 percent, Nicaragua’s grew by only 19 percent. Masked by the data’s 50-year span is something that makes this startling fact even worse: Nicaragua’s GDP per capita actually doubled from 1950 to the early 1970s but was subsequently beaten back to pre-1950 levels by war, revolution, a US-imposed economic embargo, and disinvestment by its elites. During these same five decades Costa Rica’s government, a politically stable democracy, pursued development by investing more in its citizens (especially in social programs of education and health care) than any other country in the isthmus. Thus Costa Ricans weathered the half-century’s storms much better and emerged in better shape than their neighbors. They now enjoy much greater prosperity and literacy, and much lower rates of infant mortality and working children than their neighbors. Recent economic-growth rates somewhat mirror the five-decade history of economic development, with more prosperous Costa Rica growing fastest. From 1990 to 2012 Costa Rica’s GDP per capita increased by 79 percent. El Salvador’s rate of growth followed at 67 percent, whereas the other three ranged between 32 and 44 percent (Table 1.1).


These comparisons of economic change strongly argue against the inevitability of poverty, at least within Central America itself. Even starting out poor and with scarce resources, Costa Rica relied on a development strategy and democratic government that produced great success. And Honduras, the second-poorest country in the region in 1950 and governed largely by its armed forces until 1985, achieved the region’s second-highest levels of overall investment and government spending on social programs. Thus by 2000 Honduras more than doubled its average economic activity level and did so despite a fourfold population increase.10


In dismaying contrast, Nicaragua, the nation most torn by political violence, boomed economically until the early 1970s but then regressed through the ravages of insurrection, revolution, economic embargo, and a second civil war. Table 1.1 reveals that choices made by Guatemala’s leaders over five decades have left only 75 percent of its population over the age of 15 literate, kept infant mortality the highest in the region (Table 1.1), and created the circumstances in which over a quarter of children 10 to 14 years old work (Table 2.1). These developments have occurred despite a 114 percent increase in Guatemala’s GDP per capita between 1950 and 2007. Thus local political and economic elites, even though constrained by global forces and their own resources, had much to say about economic development and human welfare outcomes.


Even well-intentioned Central American elites, however, now face tough domestic and global obstacles. Table 1.1 highlights other characteristics of the populations of some Central American countries that pose problems. Guatemala struggles with how to integrate its 41 percent indigenous population, much of which speaks little or no Spanish. El Salvador continues to confront an enormous social headache posed by the country’s high density of population (approximately 320 persons per square kilometer in 2013—eight times more concentrated than Nicaragua, and ten times more than the United States).11


TABLE 1.1 Basic Socioeconomic Data on Central American Countries
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aAuthors’ estimate from ECLAC (2008 and 2013).


bDrawn from the 2012 AmericasBarometer surveys of each country by the Latin American Public Opinion Project (LAPOP), www.LapopSurveys.org.


SOURCES: United Nations Economic Commission for Latin America and the Caribbean (ECLAC), Statistical Yearbook for Latin America and the Caribbean 2007, http://websie.eclac.cl/anuario_estadistico/anuario_2008, accessed July 29, 2008; United Nations Economic Commission for Latin America and the Caribbean (ECLAC), http://estadisticas.cepal.org/cepalstat/WEB_CEPALSTAT/estadisticasIndicadores.asp?idioma=i, accessed August 28, 2013.





By the late twentieth century, a powerful global constraint known as neoliberalism confronted all Central American governments with important new rules and policy preferences promoted by powerful international economic actors. Under pressure from abroad in the 1980s and 1990s, all isthmian nations adopted neoliberal development strategies. No country in the region could deviate much from this austere capitalist development model, which stingily discouraged governmental social spending and human-capital investment. At the beginning of the twenty-first century, no isthmian country could fully embrace even the social-democratic development model that Costa Rica followed from 1950 to 1985, much less a revolutionary development model like Nicaragua’s in the early 1980s. For example, when concerns about a loss of domestic control over social spending in Costa Rica held up ratification of the Central America Free Trade Agreement from 2004 to 2007, the United States exerted great diplomatic pressure to secure eventual ratification.


It is true that, despite institutional barriers to human development that we will detail in later chapters, the human resources of the region are a very positive factor. The dignity, determination, and remarkable humor of the Central American people must be taken as a cause for hope. Poverty in Central America has not always been inevitable. But poverty remains quite difficult for isthmian governments to reduce—even assuming national leaders and other elites might acquire a new determination to move in that direction. Despite an encouraging recent economic upturn, for example, Nicaragua fell further behind the rest of Latin America in its rate of economic and social development.12


In sum, Central America remains small in size and population, poor in resources, and beset by problems. Early in the twenty-first century, these problems affected mostly the region’s own people, although emigration, elevated levels of violence, and an increase in drug trafficking concerned the region’s Latin American neighbors and the United States. Its small nation-states, once riven by severe internal strains, had quieted as the twenty-first century began, but were pushed and pulled anew by international economic and political pressures that intensified domestic strains as often as reduced them. The deepening US involvement in the region during the 1980s and the efforts that numerous Latin American and European nations made to promote negotiated settlements to the various open and latent conflicts in the region at that time made these strains and conflicts worthy of serious study. Globalization and its contemporary effects on the region underscore our need to understand Central America and its place in the world.


US interests and involvement in the isthmus have fluctuated widely over the past century. Protracted US inattention to Central America after World War II contrasted with intense US concern in the late 1970s when Nicaraguans rebelled against the Somoza regime. Although they lavished attention on Central America, the Carter and Reagan administrations treated and described the region so differently as to bewilder many observers—including academic and policy experts, and especially Central Americans themselves. The first Bush administration remained powerfully involved in Central America but gave the region much less noisy public attention than had its predecessors.13 With the Cold War clearly over and problems looming in the Balkans and Middle East, the Clinton and second Bush administrations paid much less visible attention to Central America. But not having forgotten the isthmus entirely, they labored assiduously to keep neoliberal economic policies on track and to block leftist parties from winning national elections in El Salvador and Nicaragua. Despite US efforts during the second Bush administration, two leftists won Central American presidencies anyway—Nicaragua’s Daniel Ortega Saavedra in 2006, and El Salvador’s Mauricio Funes Cartagena in March 2009. The incoming Obama administration encountered the Honduran coup of 2009 and had to deal with tensions over migration, narcotics trafficking, and the influence on Central America of Venezuela under the late President Hugo Chávez and his successor Nicolás Maduro. Venezuela has used economic aid to counter American influence.


The waning of frontline US attention as geopolitical winds changed did not eliminate Central America’s endemic poverty, its problems with development strategies and political order, its constant need to adjust to evolving global forces, or pressures from the United States. In our effort to help the reader understand Central America, we examine these issues and consider the relative importance of evolving domestic and external influences on the region.
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Central Americans (photo of baby in hammock by John Booth; other photos by Steve Cagan).
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GLOBAL FORCES AND SYSTEM CHANGE IN CENTRAL AMERICA


THIS CHAPTER FOCUSES ON EXPLANATIONS FOR CENTRAL AMERICA’S two principal problems of the recent past and likely future—political and economic system change. They are interrelated, driven by common forces, which we sketch below and illustrate in subsequent chapters. Despite certain differences among them, Central American nations have marked commonalities of history, global context, and political and economic development. These similarities reveal that much that affects Central America is part of a larger world dynamic. We show that common forces led to Central America’s rebellions and shaped the regime changes that led from authoritarianism toward electoral democracy and new economic development strategies.1


Our theory about system change in Central America comes from simple premises. First, the economic and political arenas of human activity are entangled. Much of what occurs in the political world stems from economic forces, and political decisions in turn affect economic outcomes. Second, nations—their governments, economies, and citizens—exist within an evolving international or global environment. Local problems can quickly become global problems and cycle back to the local. For example, political unrest in Syria (a local problem) can elevate oil-price futures (a world problem), which in turn can raise fuel costs for consumers in localities around the globe. A third premise is that inequality exists within and between societies and that outcomes usually follow power. Within nations there exist hierarchies of minorities of elites (those who control resources and institutions) and large majorities of non-elites (ordinary citizens, who are poorer and less powerful). In the world of nations, there are hierarchies of more powerful and weaker states. Elites from different societies often cooperate across national boundaries for mutual benefit, whereas non-elites find this more difficult. Elites from large nations often successfully cooperate with each other as individuals, through organizations, or through governments and multilateral institutions to promote their interests and those of their nations. The elites of small nations sometimes promote small-nation cooperation, but tend not to be as successful at getting what they desire as are the elites of powerful nations. Small nations’ elites often find it very advantageous to cooperate with external elites representing large and powerful interests, whether governmental or private. Increasingly over the last half of the twentieth century, private global economic elites operating above the level of the nation-state forged a world economy with new rules that favored global capital above the interests of even powerful nation-states.


Small nations, such as those of Central America, tend to be very sensitive to powerful global forces and actors. Their sensitivity to the political and economic world outside their borders derives from the very limits of their wealth, resources, populations, and military capacities. Central Americans depend very heavily on what their countries export (commodities) and import (manufactured goods and energy). They also have large, powerful, and often pushy neighbors. In this globalized world, problems move across borders quickly, and powerful actors—bigger states, international organizations, or even global non-state elites—can often compel the compliance or cooperation of others.


After World War II, Central American economies faced economic stagnation and deep poverty. The region’s leaders feared possible leftist revolutions. Isthmian governments thus collaborated on a regional economic-integration scheme to promote capitalist economic growth and to preserve their regimes. Although successful for a while, that system crashed in world economic and domestic political crises during the 1970s and 1980s. Struggling to recover and under heavy pressure from outside political and economic actors, Central American states eventually adopted a new, common economic development model. We seek to understand the region’s persistent poverty, what governments have done and are doing about it, and how the region’s economies fit into and move with the world economy.


The region has also experienced political transformations directly related to the economic changes just mentioned. The political regimes prior to the 1970s, all but one of them authoritarian coalitions, passed through a long spasm of violence to become by the late 1980s and 1990s electoral democracies. Ironically, the economic development programs designed to prevent leftist rebellions and preserve regimes in place circa 1960 actually promoted the violence that helped forge several new electoral democracies and change their ruling coalitions. Thus we need to understand the region’s political turmoil and its roots in economic change. We seek to explain the emergence of and threats to electoral democracy, and to explore its quality.


We begin by examining Central America’s poverty and its causes, with special attention to the economic situation of Central Americans at the beginning of the twenty-first century. We then examine Central America’s political regime changes from 1970 onward and offer a theory to explain them.


POVERTY AND ITS CAUSES


Commonsense interpretations of the causes of Central America’s 1970s and 1980s turmoil often stress poverty. Indeed, poverty has always been a serious problem in the region. Even in relatively prosperous Costa Rica many suffer severe economic difficulties. Poverty constitutes a persistent crisis of great human cost and cries out for social and economic reforms.


Common sense betrays us, however, if we attempt to explain Central America’s 1970s and 1980s rebellions as simply the product of poverty. Most of the world’s population lives in poverty, yet the poor rarely rebel. Poverty alone cannot account for the revolts in Nicaragua, El Salvador, or Guatemala. Indeed, if poverty were sufficient to cause rebellions, Honduras should have exploded with popular fury long before Nicaragua or El Salvador. We thus encounter the paradox that among Central America’s five nations, the poorest historically (Honduras) and the richest (Costa Rica) have been the most stable, whereas those that had the most rapid industrialization and economic growth in the 1960s and 1970s became the most unsettled.


To affirm that poverty alone did not cause Central America’s rebellions, however, is not to say that poverty did not contribute. In fact, there is an important link between becoming impoverished and popular unrest. Large segments of Central America’s poor and middle classes became much worse off during the 1970s and early 1980s. It was not the grinding deprivation of persistent poverty, but this change—impoverishment and declining living conditions—that motivated much of the region’s unrest. This section examines Central America’s long-standing deprivation that affects large segments of the population and what it means for contemporary Central Americans. The country chapters that follow examine how impoverishment contributed to popular unrest and rebellion in the 1970s and 1980s.


Poverty Measured


The human condition in Latin America generally falls between the extreme deprivation of parts of Africa and the relative prosperity of North America, Europe, and Japan. Within Latin America, Central America’s economic indicators fall well below the median for the entire region. Latin America in 2007 had a gross domestic product (GDP) per capita (in current 2012 US dollars) of roughly $9,493. Only the relatively wealthy Costa Rica, with a GDP per capita of $9,402, approached that figure. The other four ranged from El Salvador, with a 2012 per capita GDP of $3,783, down to Nicaragua, with $1,761.2


GDP per capita figures require some explanation and context. First, for comparison, per person economic activity in the United States in 2012 (GDP per capita), at $49,965, was over fifteen times that of the average for Central America ($3,175).3 Second, remember that the “average” indicated in GDP per capita figures distorts reality. GDP per capita divides annual total value of goods and services produced in a given country by the total population. In Central America, where a small minority controls most of the resources and earns most of the income, averaging the income of the wealthy in with that of the rest of the population gives per capita GDP values that overstate the real condition of most people. Indeed, the real income per capita of the poorer half of the population in most of Central America probably runs between $500 and $1,000 per year. Finally, while “average” Salvadorans thus struggled to make do on roughly one-thirteenth of what the average US citizen had to work with, they and other Central Americans faced prices for many consumer products—food, clothing, health care—similar to those in the United States.


Table 2.1 presents dramatic data about poverty’s dynamics. Low income and poor living standards afflict many Central Americans. The income ratios of the wealthiest 10 percent of the people to the poorest 10 percent in 2000 revealed extreme inequality—a low of 25.1 for Costa Ricans rising to a high of 63.3 among Guatemalans. A general measure, the Gini index of income inequality, in 2004 was lower (indicating lower inequality) in El Salvador and Costa Rica than in Honduras and Nicaragua, and was highest in Guatemala. Put concretely, if we estimate that the poorest Guatemalans eked out a living on $500 per year in 2000, the wealthiest tenth of Guatemalans would have enjoyed a comfortable $31,500 each.


More recently, a measure of household living standard calculated from the 2012 survey of the AmericasBarometer revealed that the richest 10 percent of Costa Ricans had 2.7 times more of the measured family-wealth indicators than the poorest 20 percent—a modest level of inequality. The ratio rose to 4.7 in El Salvador, 10.9 in Honduras, and 22.7 in Nicaragua (extreme inequality). Households without the basic services of sewers, indoor toilets, and potable water were scarce at 2.1 percent in Costa Rica in 2012. In contrast, households without these services ranged from Guatemala’s 10.6 percent to Nicaragua’s 34.1 percent.


Data on the share of citizens below the regional poverty line from the 1990s and mid-2000s reveal that the region’s economies had improved since the early 1990s. Twenty-six percent of Costa Ricans had incomes below the regional poverty line in the early 1990s; that figure improved to 20.5 percent in 2004. In the early 1990s, from 54 to 81 percent of the rest of Central Americans’ incomes were below the poverty line. Modest improvement by 2004 left the number in poverty in those countries ranging from 48 to 75 percent. In four countries in the early 1990s almost two-thirds of the population lived on less than US$2 a day.4 This figure improved substantially by 2012, declining to about one-quarter of the population of those four countries (Table 2.1). Only 3 percent of Costa Ricans fell below the $2 per day line in 2012.


Education can provide one way out of poverty. Data reveal both the difficulties that Central Americans confront and the progress made in recent decades. Elite-dominated systems have long placed scant emphasis on public education, but Table 2.1 provides evidence that more Central Americans are presently attending school than in the past. Literacy among those 15 years and older in 2005 ran from a high of 96 percent in Costa Rica to a low of 75 percent in Guatemala (see Table 1.1). The percentage of the population over age 25 with no schooling at all in 2012 ranged from a low of 2.8 percent in Costa Rica to between 12.6 and 16.3 percent in the other four countries (Table 2.1). Except for Nicaragua, the population 25 and older with no schooling declined between 2000 and 2012, indicating progress in educating younger Central Americans. Another positive sign is the rise in the average years of education for the population over 25 between 1960 and 2012. Costa Rica’s average more than doubled from 3.9 to 8.3 years over this fifty-two-year span, while the other four countries more than tripled their averages to between 6.2 and 6.8 years of schooling. The average years of education for the 18- to 25-year-old group in 2012 was about 10 years in both Costa Rica and El Salvador, but only between 8.5 and 8.9 years elsewhere.


An index of inequality of education among those between 25 and 65 years of age in 2000 reflected great distortions in access to education. On a scale running from zero (everyone having equal education) to 100 (very unequal education), Costa Rica had a low score of 30; Nicaragua, Honduras, and El Salvador scored in the high 40s, and Guatemala a highly unequal 62. Table 2.1 divides the populations aged 18 or older into quintiles (fifths) by country according to levels of education attained as of 2012. For each quintile the table reports the mean years of education, allowing us to compare education inequalities. Costa Rica’s lead across all the quintiles stands out clearly. El Salvadorans are approaching Costa Ricans averages among the third and fourth quintiles, but they still lag 1.6 years of schooling behind the most-educated Costa Ricans. Guatemalans, Hondurans, and Nicaraguans lag between one and 2.3 years behind Costa Ricans in every quintile of education achieved.


For the region as a whole, therefore, one may fairly say that the typical Central American is poorly fed, housed, inadequately educated, and with little or no access to medical care or cultural and recreational opportunities.5 Improvements in income and education occurred in the 1990s and early 2000s, but it may take decades of continued investment in education to lift Guatemala, Honduras, and Nicaragua to the living standards of El Salvador, and for those of El Salvador to approach the living standards of Costa Rica.


Basic food production illustrates some of the problems stemming from greater economic inequality. Land in the region is very inequitably distributed. The rich and powerful control the best land and on it grow export products rather than food staples. In a capitalist economy, this makes good sense to landowners because export products earn greater profits than domestically marketed staples. But over time this process has allowed export producers to progressively buy up and concentrate land in fewer hands, and so countries produced fewer staples in relation to population. Meanwhile, the prices of these scarcer staples rose inexorably with population growth and thus forced the common citizen to make do on less and cheaper food. Recently, this problem has been compounded by climate change, as floods and droughts have resulted in crop loss. Many Central Americans still eat little animal protein; instead, they derive their essential amino acids from corn and beans. But even these foods are expensive because costly imported staples have replaced insufficient domestic production. USAID estimates that 1.8 million Guatemalans suffer from food insecurity. Guatemala has the highest rate of chronic malnutrition in the hemisphere. Nearly half of all Guatemalans suffer from malnutrition, and the problem is concentrated in indigenous populations.


TABLE 2.1 Dynamics of Poverty in Central America
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aData drawn from 2012 national sample AmericasBarometer surveys of each country by the Latin American Public Opinion Project (LAPOP), www.LapopSurveys.org.


bOther sources: United Nations Economic Commission for Latin America and the Caribbean (ECLAC), Statistical Yearbook for Latin America and the Caribbean 2007, http://websie.eclac.cl/anuario_estadistico/anuario_2008, accessed July 29, 2008; United Nations Economic Commission for Latin America and the Caribbean (ECLAC), http://estadisticas.cepal.org/cepalstat/WEB_CEPALSTAT/estadisticasIndicadores.asp?idioma=i, accessed August 28, 2013; David E. de Ferranti et al., Inequality in Latin America: Breaking with History? (Washington, DC: The World Bank, 2004), http://www-wds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2004/06/22/000160016_20040622141728/Rendered/PDF/28989.pdf, accessed July 29, 2008; Matthew Hammill, “Growth, Poverty, and Inequality in Central America,” Serie Subregional de la CEPAL en México, United Nations, Economic Commission for Latin America, Social Development Unit, Mexico, D.F., 2007.


cThe Gini index is a measure of inequality that ranges from 0 (perfect equality) to 1.00 (perfect inequality); the higher the index score, the greater the inequality among members of a population.





Conditions and trends are somewhat better in public health. Especially since World War II, improved weapons against communicable diseases have allowed international health organizations and Central American governments to curtail several killer diseases. This has lowered death rates and raised life expectancies, which for 2012 ranged from a regional mean of around 72.5 years for four countries, but was a respectably high 79 in Costa Rica (Table 1.1). Costa Rica, whose governments excelled for decades in providing decent, low-cost health care to much of the populace, widely beat out its neighbors in reducing infant mortality. Costa Rica for 2012 experienced nine infant deaths per 1,000 live births (similar to advanced industrial countries). El Salvador improved dramatically between 1990 and 2012, when infant deaths per 1,000 live births were only 13 compared to 40 some 22 years earlier. The other three countries also improved infant-mortality rates between 1990 and 2012, but rates there still remained relatively high in Nicaragua at 22, Honduras at 18, and Guatemala at 24 infant deaths per 1,000.


Improved preventive medicine has extended the life span of Central Americans, but most still faced serious health problems in the early twenty-first century. Local hygiene is often poor. Most rural and many urban houses lack interior plumbing, and many lack even backyard latrines (Table 2.1). Except for Costa Rica, the curative medical system was inadequate and scarce for the rural population. Expensive private medical care lay beyond the reach of most. Hospitals, doctors, and pharmaceuticals in most countries remained consistently available only to the wealthy and a part of the urban middle class. As a result, good health was largely a matter of privilege or luck. That said, Table 1.1 reveals that that national efforts to provide better health services were having beneficial effects. Between 1990–1995 and 2012 all Central American nations reduced infant-mortality rates; Guatemala made the most progress.


High natural population-growth rates exacerbate poverty. From 2010 to 2013, annual population-growth rates ranged from 0.6 percent in El Salvador to 2.4 percent in Guatemala (Table 1.1). Growth rates declined significantly over the last two decades, and urban populations of Central America are growing much faster than rural areas. If Central America’s current rates of growth persist, its population will reach 65 million by 2040—an increase of 59 percent.6 The region’s population grows rapidly for several reasons. Advances in public health have reduced death rates. Second, the median age of the population for four of the five countries is around twenty-four (compared to thirty-seven in the United States). Thus much of the female population is of childbearing age. Costa Rica’s median age is the highest, at 29.5.7


Finally, high fertility is normally related to high poverty and low urbanization. Although poverty persists, much of Central America has significantly urbanized in recent decades. As Table 1.1 shows, Costa Rica in 2012 was the most urban (66 percent urban population), followed by El Salvador at 60 percent down to Honduras at 51 percent. Guatemala’s urban population was growing fastest in 2012, up 7 percent since 2005. Urbanization makes education more widely available to women and encourages wider use of birth control. Persistent high population growth makes efforts to reduce social inequities and improve living conditions more difficult, but some progress has occurred. The much higher population-growth rates of previous decades have begun to tail off across the region as urbanization has increased and the median age has risen.


The Causes of Poverty


Poverty in Central America is neither completely natural nor inevitable. Foreigners once argued that Central Americans were poor because they were racially inferior. For instance, one geography text used widely in US primary schools in the 1920s claimed that “except where white men have established plantations, the resources [of Central America] are poorly developed. Most of the Indians, mestizos, and negroes are poor and ignorant . . . few care to work hard. More white men are needed to start plantations and to fight tropical diseases.”8 Today we recognize such statements, once found in prominent encyclopedias, to be racist nonsense. Likewise, one cannot maintain that the region lacks sufficient resources to support its human population. El Salvador is overpopulated. But Central America as a whole has enough good land not only to produce some primary products for export and foreign exchange but also to grow sufficient staples to feed its people. And though not exceptionally blessed in this regard, the region also has some mineral resources and significant hydroelectric-energy resources and potential.


In fact, much of Central America’s poverty is a human artifact—produced by exploitation of the many by the region’s powerful upper classes as they operate within the larger world economic system. Powerful foreign interests often joined and supported Central America’s local elites in this exploitive behavior. Evidence that human volition caused much of the region’s poverty leaps out of some of the data in Tables 1.1 and 2.1. In these facts, one repeatedly finds that Costa Rica has done better than its neighbors in economic growth, economic equality, poverty reduction, providing education and literacy, and promoting its citizens’ health. Moreover, Costa Rica accomplished these things while exporting agricultural commodities and having only modest resources. It did so despite starting the second half of the twentieth century ranked behind El Salvador in per capita income. How did Costa Rica do so much better by its citizens than its four northern neighbors since 1950? The answer, we contend, stems from the political will of Costa Rican leaders. Even though they shared the same disadvantageous economic context of the rest of Central America, Costa Rica’s leaders adopted and kept democracy, abolished the armed forces, moderated income inequality, and invested in education and health over the long haul. The leaders of the other nations did not make these choices, at least not consistently enough to do the job.


Dependency. What developed over time and accounts for much of the Central American economic system was dependency.9 Though some disagree on specifics, most experts view dependency as a complex political, economic, and social phenomenon that retards the human development of the majority in certain privilege-dominated Third World countries with heavily externally oriented economies. In such countries, even during periods of rapid economic growth, the benefits of growth normally do not meaningfully “trickle down” to the majority of the people. The dependistas (dependency theorists) argue that dependent countries’ social stagnation derives from the combination of an income-concentrating, externally oriented, externally conditioned form of capitalism with political systems controlled by privileged minorities who benefit from such poorly distributed growth.


We emphasize that for the dependency syndrome to exist, a country needs both an externally oriented economy (specializing in commodity exporting) and a socially irresponsible political elite. External economic orientation, though essential, is not sufficient to cause the socially regressive dependency. Korea and Japan are both heavily externally oriented, but their elites have demonstrated a greater sense of social responsibility than Latin America’s and have allowed growth to promote generally improved living standards. Cuba from 1959 to the collapse of the Soviet Union and the Socialist bloc in 1989 provides another example of dependence without the poverty-generating dependency syndrome. Critics of Cuba argue that the island republic’s revolutionary government simply replaced dependence on the United States with dependence on the Socialist bloc. Quite so. However, a crucial difference was that the Cuban political elite distributed the income from its externally dependent economy so as to significantly improve general levels of public health, education, and nutrition. Thus while dependent on the Soviet bloc for aid, Cuba for a time avoided the dependency syndrome per se.


Capitalist development in dependent countries such as those of Central America differs sharply from what occurred in the industrialized countries. In the Western industrial nations common citizens became crucially important to the economy as consumers. In the United States for much of the twentieth century, for instance, domestic consumers absorbed much of the industrial production. So for at least a century it was not in the US ruling class interest to exploit ordinary citizens to the extent that they could no longer consume. In an internally oriented economic system like that of the United States, income redistribution through the graduated income tax, social-welfare programs, and a free-labor movement actually served the interest of the moneyed elite as well as that of the common citizen. However, in dependent Third World countries, the tiny upper and middle classes that control the political systems derive most of their income from exports or from the products manufactured by multinational corporations that the upper and middle classes—but not the masses—consume. In such a system the common citizen becomes important not as a consumer but as a vulnerable source of cheap labor.


Under this type of system, average citizens have little opportunity to lift themselves by the bootstraps because they lack either the means of production or the riches that flow therefrom. By its nature, elite-run dependency produces an inexorable concentration of property and income. In rural areas, stimulated by the growing lure of high profits through export, the rich and the powerful simply buy out or drive poor peasants from the land. In the cities, local elites and foreign enterprises dominate the usually modest industrial production. Foreign firms enjoy huge advantages in technology and brand recognition that retards the formation of locally based industry. Nevertheless, the local elites benefit from contracts, services, and employment for the educated few, as well as occasional payoffs and bribes. Meanwhile, only limited advantages accrue to a host country from the foreign firms that export both profits and earnings from licenses, patents, and materials sold at inflated prices by parent companies. They tend to use capital-intensive rather than labor-intensive technology, thus draining foreign exchange for the purchase of costly industrial equipment and providing limited “trickle-down” in the form of wages. And finally, by obtaining much of their capital locally, they dry up domestic capital that might otherwise be available to native entrepreneurs.


This system privileges a local elite and its foreign associates while ignoring the interests of the vast majority. Powerful economic disincentives discourage elites from improving the miserable condition of the masses. Adopting a more socially responsible, mixed economic system could involve economic dislocation and personal sacrifice that many among Central America’s dominant elites would not accept without a fight. Indeed, the two main Central American experiments with such a more socially responsible, state-led development model only arose at least in part from violent political conflicts—the Costa Rican civil war of 1948 and the Nicaraguan revolution of 1979.


At this point, one might reasonably ask why the dependency system developed in Central America while a consumer-driven economy arose in North America. And why has the great bulk of the Central American people proven unable to alter a system so contrary to their interests? Much of the answer to the first question lies in the distinct ways in which North America and Central America were colonized. European nonconformists originally settled North America seeking a new life and greater freedom. These people tamed the land with their own labor and eventually developed into a large class of freeholders. North America did develop an aristocracy of sorts, but it never completely dominated the common citizen.


In Central America, the conquistadores sought quick riches. They superimposed their administration over that of the indigenous peoples and immediately began exacting tribute in gold and slaves. Within decades, the Spaniards plundered the region’s gold and decimated much of its native population by slavery and contagion with European diseases. The Spanish steadily drained resources from the region. Subjugated masses of indigenous peones (workers and peasants), mestizos (people of mixed white and Indian descent), and eventually black slaves and mulattoes (people of mixed white and black descent) supplied most of the labor. Only in Costa Rica, with few easily exploitable resources and few native peoples, did many Spaniards come to till the soil. Costa Rican economic and political elites, absent a coercible indigenous workforce, learned to co-opt and cajole their working classes.


Small wonder, then, that over five centuries later, the four northern countries of Central America had severe mass poverty and class disparities, whereas Costa Rica had developed a relatively more democratic, egalitarian, and socially just system. Evidence that elite decisions underlie these within-region differences stands out in certain facts. After 1950 Costa Rica’s governments directed far more of their national budgets to social spending (health, education, and welfare) than other Central American governments. Costa Rica consistently dedicated more of its budget to social welfare partly because, after 1949, it had no armed forces to support. The Costa Rican government’s overall spending and social spending as a percentage of GDP were nearly always greater than those in other isthmian countries.10 Even after sharp curtailment under international pressure in the 1990s, for example, Costa Rica in 1998 spent 16.8 percent of GDP on social welfare, compared to Nicaragua’s next-best effort at 12.7 percent.11 In contrast, the Salvadoran government’s social spending—a crude measure of elite commitment to reducing poverty—was 4.3 percent of GDP in 1998, the region’s least, but exceeded only modestly by Guatemala (6.2 percent) and Honduras (7.4 percent). By 2012 Costa Rica’s social spending as a percentage of GDP had increased over 1998 by nearly one-third to 22.9 percent (Table 2.2). El Salvador’s social spending nearly tripled from 1998 to reach 13 percent, a major increase in its effort. The other three countries’ social spending rose slightly between 1998 and 2012. Even having increased since 1998, Guatemala’s relative social expenditures in 2012 lagged well behind the other countries.


TABLE 2.2 Recent Economic Data on Central American Governments


[image: ]




SOURCES: Economic Commission for Latin America and the Caribbean, CEPALSTAT/Databases and Statistical Publications, http://estadisticas.cepal.org/cepalstat/WEB_CEPALSTAT/perfilesNacionales.asp?idioma=e, accessed December 5, 2013; Inter-American Development Bank, www.iadb.org/gl/, accessed January 25, 2009; Inter-American Development Bank, Economic and Social Progress in Latin America, 1983 Report (Washington, DC, 1983), country profiles; Inter-American Development Bank, Economic and Social Progress in Latin America, 1992 Report (Washington, DC, 1992), country profiles.





This also leads to the explanation for why the mass of citizens did not improve these systems for so long. Rather than docilely accept their imposed and sorry lot, numerous groups have revolted when things got rapidly worse. Indigenous peoples resisted the conquistadores. Peasants revolted against land concentration caused by the late nineteenth-century Liberal reforms and the spread of coffee cultivation. Peasants and workers united under Nicaraguan nationalist Augusto C. Sandino to resist US occupation from 1927 to 1933. Workers led by El Salvador’s homegrown Communist Agustín Farabundo Martí revolted in 1932. Nicaraguans successfully rebelled against the Anastasio Somoza Debayle regime in 1978–1979. Mass-based insurrections took place in El Salvador and Guatemala beginning in the late 1970s.


Such struggles between popularly based movements and those in power have usually been very unequal. Entrenched elites typically enjoyed huge advantages in military, economic, and propaganda resources. And the elites usually also counted on the support of foreign powers—Spain in the colonial period and the United States in the twentieth century. During the Cold War, Central America’s ruling classes learned that merely by labeling their opposition “Communist” they could usually win US support from direct armed intervention to economic and military aid. From 1946 through 1992 the United States provided US$1.8 billion in military assistance to the region (98 percent of it to Guatemala, El Salvador, Honduras, and prerevolutionary Nicaragua) to shore up authoritarian regimes against challenges from the left (see Appendix, Table A.3).
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