








was the conservative reaction. But along the way some people around Reagan decided that what we were doing
was good, to the point where Reagan mentioned us in the General Assembly [of the United Nations|. He said the
real revolution in the Third World was taking place with ILD.” He rolls his eyes again. “Unfortunately, the moment
Reagan said it, every liberal decided they weren’t going to look at us. It has taken a full eight years in the U.S. until
we once again have liberal supporters ... who understand that, to us, the issue of markets or not markets is not
ideological. It’s what works.”

The Canadian government’s development arm, however, is run by liberal thinkers, he says, and they haven’t
budged one iota from their negative view of the ILD. “They see it as I'm either a liberal or I’'m a neo-conservative.
I’'m either a kind of Clintonite or a Newt Gingrich type. Liberals are more social engineering types, and therefore
like little works of quality to be done with very great precision and help very specific groups of people. The
conservatives don’t necessarily care too much about poor people — they don’t have many poor people voting for
them — but they believe in market systems. I happen to think we are on the side of the poor people, the side of
the angels. We’ve proved our mettle — we’ve been bombed because of it, people have died here because of it. But
we think the biggest harm done to the poor has come from the fact they haven’t had an opportunity in the market.
... And the fact that we use ‘market’ in our lingo immediately makes certain people react. They have a knee-jerk
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reaction and say, ‘Aha. He must be a neo-conservative’.

Free markets or regulated ones, it’s all the same to de Soto. Minimalist government or interventionist
government, he makes no argument either way. The key, he says, is to give people access to the market, whatever
kind of market it is to be, and then let them make decisions about how loosely or tightly controlled it ought to
be. They need a real economy, he says, before they can decide which activities the government should control and
which it should not.

And that brings up the other little matter on the ILD agenda — the matter of saving democracy in far-flung
corners of the not-so-free world. “It isn’t enough to just change these laws,” de Soto says. “We have to find a system
that produces good and decent laws and keeps things on track. That’s called democracy.”

The ILD’s power to influence change in Peru comes largely from its massive popularity with the people. Blue-
jeaned young lawyers — “rebel lawyers,” they like to call themselves, with heavy emphasis on the first word — fan out
through urban slums and rural villages, selling the institute’s message with considerable success. As with everything
his institute does, de Soto has its popularity carefully measured and recorded through a series of polls. “We’ve
never had a popularity rating less than 76 per cent on anything we’ve done,” he says, as he rifles through the piles
of papers on his cluttered tabletop to find the charts and graphs to back up what he’s saying. And those numbers
resonate with President Fujimori, a consummate pragmatist.

Nevertheless, he’s not entirely satisfied with the institute’s progress on the democracy issue — the matter of
institutionalizing ways to ensure a fair measure of due process and to have elected members actually represent and
really be accountable to the people who elect them. “We haven’t had all the success we’d like to on this,” he says.
“All our proposals to change the Peruvian lawmaking system are actually already in the constitution. And they have a
popularity rating that exceeds 80 percent. But they haven’t been implemented yet.”

It would take three, maybe four, years for ILD crews to formalize the 12 million or so informal properties and
businesses that remain in Peru — if the money and the political will is there to make it a priority. If it is not? De Soto
shrugs his shoulders and raises his hands. “Who can say?”

He worries that some of the good feelings people have about the first fruits of prosperity in Peru will not
necessarily be linked in the public mind with ILD-induced reforms. Some of the credit will go — quite rightly, he
says — to President Fujimori, who dominates the political landscape, and some might be diffused in other directions.
People might simply say things are better because the Shining Path has been subdued, or as things improve they may
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forget how bad things were a few short years ago.

Though it’s hard to predict what will be done in the future, de Soto believes his project is nearing the critical
mass where it cannot be undone. McLaughlin agrees, although the number of people who have a real stake in
the land ownership reforms is not yet quite as great as he’d like. But each property title provided, each business
formalized, adds to the pool of people who would react with outrage if any government tried to take their gains
away. And as people prosper, he says, they’ll drag others up with them.

“A million people with credit?”” he says, his voice filled with wonder. “They can do something with the land.
They can feel like citizens. This place has tremendous potential.” And with the support of modern technology,
which will let people leapfrog from the 19" century to the 21%, there’ll be no stopping the economy once it has been
kick-started, he says.

“Korea in 1950 had half the per-capita income of Uganda; now it has 12 times more,” he says. “Uganda got
much more foreign aid, but Korea had land reforms and institutionalized title for the masses. Once you get people
titled, there’s no turning back.”

“When this thing reaches a sufficient
degree of success,” MclLaughlin says, “I
will turn my energy elsewhere.” Where?
Impossible to say for sure, but “I honestly
believe that the team I work with at UNB
are the best in the world. A lot of other
people believe it, too. ... And I love living
in Fredericton,” he adds, “as long as the
airport is close at hand.”

The view from atop Pamplona
Alto — home to 150,000 squatters
[1995 estimate| on the outskirts of
Lima. The house is the pressed-
board structure in the rear, typical
accommodation for more than 3
million families in Peru.
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