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Presenrat ion by Mr wiirn.do sI 

Qtructura.l Adjust'enn anj TnFomi Serctor 

'oto 

President, 1ns;ttot.a or i.fbetv and Democracv, Lima, Peru 

at Microenterpri- s (mfer,,n? t.lijnrgon P.C. June 6-9 ] 988 

I will be addressing the subject of structural adjustment and the 

informal sector. Xv instituto in Peru las done a lot of research on the legal 

constraints that reufr to what we call informality, i.e., to say the operatioln 

of basically illegal enterpilses who have legal objectives. The informal 

sector is a euphemism for tho illegal sector. We should point out, however, 

that their ohjecitn..-=,, are clear and honest as opposed to say those of the drug 

trade. 

Some time ago in a conference I attended, there was a paper that 

contrasted structural adjustment which is something we've heard a great deal 

about this morning, aith the micrcentoerprise or the informil sector, They 

used the idea that structural adjustnent, which essentiallv meens dismantling 

market distortions, w-uld pe-mi, arowt:h in a developing country,. It means 

replncing perva:ive governmsent re'ulat ions and laws, and in this sense, they 

fourd thac too much attutti, 6livln to the microenterri.e or informal sector 

Ariyes attention n.av fromn.cod structural aidjusrtmenn ielping tho informal 

.cactor meant, in the view of the presenter of the p'per, concet'ari,, 

resources an preciselv those sec:uors of the eoonomyv that were I,, most 

.1,aproductive in their vie- -- the small enterpri ,es which have no econ)mies Of 

scale and that pay low wages. Small firms, theY argue, simply are programmed 

to survive and stay small. 

'iou won''t be hearing much about that I suppose in a conference like 

this. On the contrary, you will hear the most agreeable comments that we 

heard this morning from tho heads of these three international organizations 
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in the sense that more 
attention is being paid to microenterprise and the
 

informal sector. In fact, if you look at 
the biudgecs of the different
 

inter-government organizations and you look at the budgets of national
 

governments, e microeonterpriise sector is still a relative.
poor As a matter 

of fact, it is genera]ylvabelled at the moment '-here you have to take hard 

decisions, as glorifiled charity work. In Peru, he total amount of credit
 

that goes to the informa]l sec tor of total national c cedit is only about 
 0.3
 

percent, 1/3 ofL a I percent. So, 
 no 
matter if thre is a lot of lip service 

given to it. at- the end, when government and political decisions are taken,
 

the consequences are that micro-credit, which ever'body applauds, is 
 really
 

the poor relation.
 

I would like to argue to you today that th-re is a political case to 

be made, for helping microenterprises. It's not only that microenterprises
 

should be taken into consideration by those people that make structural
 

adjustment, that go for structural 
 transformation, tha: are the advocates of
 

policy reforin, 
 h ! Qm t in fact the informal sector is 7he solution, is the 
missing link, thaW wi.l help policy adjustment to take place. If you actually 

think about ,oLicv adjustment or structural transformaticon--at least in a 

count.y like wine, PKcu..-it has n>t had much success. I think that the
 

informals are 
 crucial not only to understanding why strucctral transformation 

proposals that come from the West are not successful in devoloping countries, 

but in fact they are crucial to making sure that structural transformation is 

politically viable. this toTo do I have bore some oC you, uho have already 

read or heard on other occasions those basic statistics but this is 

unavoidable; also, I will talk you about a project thatto we have recently 

promoted in Peru which is one of structural transformation and that is based 

on the political presence of the informal sector in my country.
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Tne first that we 
found out, and I think it's very important in
 

Peru, is thaL the informal 
sector is very large. It is, as somebody mentioned
 

this morning, at 
least 50 to 60 percent of the man-hours worked in Peru. Our
 

calculations indicate 
that's 47 percent of the population on a permanent
 

basis, and if we take man-hours it's about 61 
percent of these man-hours.
 

Moreover, it 
s 38 ptrcent of gross domestic product. In other words, it's a 

majority of Peruvians and accounts tor close to 50 percent or almost half of
 

the gross domestic product. 
 In housing concretely, we 
found out by counting 

the homes, one by one, that those chat had been built informally, i.e., to say
 

outside e:xisting regulations and the law, had 
a value of $9 billion and
 

constirtuted A/ pe-rcent of 
total buildings in the City of Lima. 
 In fact,
 

today, of evt rv ](0 
homes being b.it in Peru, 
7 are being built informally and 

only 3 formal Iv. So, i.t's a growing phenomenon. 
We also found by looking at 

the publ ic t-Lansport svstem that if we include taxis, 95 percent of Peru's
 

public transport system is informal. 
 If we don't include taxis and vans, 87
 
percent 
olithe buses in my country are informal. 
 They operate at no deficit,
 

of course, while the state corporation that only manages 5 percent of public
 

transport operates at 
a yearly deficit of about $12 million.
 

The street vendors who compose a rather large amount of the sales
 

force of Peru--60 percent of all sales 
take place through street
 

vendors--continually informed us 
that their desire was to move 
toward markets.
 

So, one of the things we 
did first was spend a year counting the markets in
 

the City of Lima, combing the streets one by one, and we 
found that there were
 

331 markets, or producer markets if you wish, with stalls, running water and
 

electricity and a sewage system, of course, and it turned out 
that these
 

markets--built since the time of the Spanish conquest--57 had been built by
 

the states and 274 by the informal sector. So, we can 
see that the informal
 

sector is a strong component once you start counting it and you start viewing
 

it as 
a sector which operates outside the law--mainly through microenterpris
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es. 
 It's a very large part of the economy and must be taken into account.
 

You cannot do structural adjustment, you cannot do policy transformation
 

without taking into consideration that part of the economy.
 

Now, the second thing that we asked ourselves was: "Why does the 
informal sector work outside the law? Why doesn't it do all chese marvelous 

things that it' ; doing within the law and take adva nt ge, for example, of
 
forma] credir, or take advantage of property 
 rights, or take advantage of any 

of thon;e fari . v Mmacwnts theof law which are crucial to the growth of
 
bus iness '?" 
 And the reply we found was it was becas:e of :he structures
 

themselves, bhacaus e of oholegal system 
 itself. To find this out, we didn't 
read it in a texthook, hut we went out and simulated the incorporation of a 
small enterpise. "bo of the first trials we did, which most of you I'm sure 

are Eami iar- with, is .set up s l . workshop in a dis _ict of Lima, with two
 
sewing mac hines and asked a !Nwe.'or anidwl his four assistants to actually go
 
through all te re(d rape 
 hat .'a :; npicessarv to make those sewingtwo machines 
operate LegaLly. k'o rking 8 hours a day, with 4 assistants and a stopwatch, it 
took 239 days to register the firm. Then we did the same experiment in Tampa, 
Florida, it took us 3-]1/2 hoULs and we've just completed it in New York and it 
took 4 hours, which me'ns that a Peru, in entrepreneur, to start off a small
 
cloth ng workshop, has to work 700 times more 
 than a U.S. entrepreneur just to 
get started if, provided, of course, he's read our study report which he 

probably hasn't. 

In terms of housing, you know that 
in many Latin American countries 

at least half of the buildings are those that surround the cities. We call
 

them in Peru--these 'eg:il buildings or informal buildings- Pueblos Jovenes" 

or young towns. They have different names in other countries. They are 

called favelias', I believe, in Brazil and "ranchos" in Venezuela. Well, we 

also ask.urselves why these people that could, of course, not live--given the 
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property values-- n the center of town did not simply have sand dunes allotted 
them. I mean the state after all has procedures for handing over government 

land to people who need it, and we found out agi'n b' sil at:ing in part and 

by putt in ; together "rod-ttpe" hisatories Ah.: iv t:akes, in avericue, a oerson 

t:hat is Me head of a houingi ;associat ion with a owt 1()() p,'pll () ,,ears and 11 
months working 8 holus:; al ay t conplit )(0/ h)uir;t,' ,uci ic t ). aild vis-it 52 

goveriment offices. 
This, of cours;, e:plai Lima
s to us wt'v in ]IM5, i.n 


alone, there were 282 invs.'ions of land and only 3 1 
 gm l adjudications of
 

land. It wasn't that Peruvians or Liat i Americans, favor 
 doing things 

illegally, it was that the ;

In 

law had enormous cos s: especially for poor people.term of actually he.ping to build produce markets, we found rhat between
 

the time a group of s'treet vendors in Lne st:reets of Lima decided they are 

going to build markets 
and the time t:hat they are actually allowed t:o build
 

the markets by law takes 12 years of "red tape," 

For all of those who say that the reason people are informals, they
 

don't like 
 to pa'y taxes , I would simply like to point out that in fact we
 

found that Peruvian in formals pay more 
taxes than Peruvian formals. Only
 

120,000 Peruvian pay incioe 
ra:x Thire majority of govetirnmewt iiccme does not 

cole from inosv ttx I i COMe.S f7rom such things as th ,'.aso une tax which is 
40-45 percent oft 'is; income. The gasoline, as 
you know, is;mainly employed by 

the publ ic tranisport system and that is mainly informal. Anotihe r pare of 
Peruvf.an gove rmntic income as a ';ource is inflation. 
 In other words, as 

govefrtinmenit produces excess currency and generates the currency that in terms 

produces iW:Lat ion, the people who pay Lor it a:e thos;e who have to maintain 

Large cas h balances. 
The people who tnain taitt lir e cash balances; iln Peru are 
t:he inforal s. $v have 'v'n founttd that: rhere are very quat int t:ay:es in P r7u 

like a tax Mhat he street1vendors pay ini the cities of Peru to manicipal. 

police for using the sidewalks, or the plazas, or the roads, and we have found 

that Peruvian mun icipal ities col.lect from this tax in Lima alone twice as much 

http:Peruvf.an
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as from legal formal property taxes throughout the country. If you add to
 

that the fact informals have 
to pay 15 percent of net income, 
or 50 percent of
 

gross income, to authorities t:o bribe -heir way and their appearance on the 
market, it ends up that the 
Peruvian informal sector gives more to the state 

than in fact: the formal sector does. So, there's a lt of room for structural
 

adjustment in the informal sector. 

Now, structural adjustment doesn't only mean getting rid of laws 

like the previous list would incline 
one to do, it also means puntting in good
 

law. It means, for example, putting in 
the right kind of property law. In
 

Peru, we have found out- that 
legal property rights are im.menselv important for 

development. One specific case where all thi; st artcel we; in the area of Rima 

(just outside Lima) . We saw two young towns - -Buehbo, Jv.'ones). (Ohe of the
 

towns was 
rather developed with three-i'tory homes with curtains. 
 You could
 

see Toyotas and the VolIkswagerns downst 
 rs wi th telu vi.'; ion antenns on the
 

roofs. There were UntL-ly Trimmed lawn,: outs ide 
 the houses an opposed to the
 

other touwn which was a tea1 dump. It was made of cardboard and ccrrugated
 

iron. We told 
 urse lye.; that obvious ly here you have people from two
 

differen. ,w1 ut Thu 
 peop e in the first town are clearly more developed
 

working people and 
t hose i t[:he other t:own are not. We were told afterwards,
 

in fact that the people in both of these places originated in the same 
 Andean
 

village. We studied both of these 
 communities and were able to confirm that 

both came from the same area.
 

The difierence between them, we were able to 
confirm, was that the
 

leaders of the first town had dedicated most of their time to obtaining 

property titles.
s in the seennd town people had dnvotod most of their time to
 
organizing themselv'.es internally. 
 The result was that the people of the first 

town succeeded in obtaining property titles. To achieve those, they even 

named their place after the wife of the President of Republic to gain 

http:themselv'.es
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political favor. 
 The value of their homes after 10 years increased 41 times
 
more than value of homes in the second cown. The study has been extended 
through 38 young towns to make sure that the conclusions were correct, and. the 
finding was that the difference heOWee n having a property t-itle and not having 
one was a difference A£ 9 to 1 in the value of homes, We noticed, that with 
property tit]les you get an access to credit, even if informal credit on 
he:to r conditions, you get some stability regard ing t:h future, vou lose your 
fear of detection and expropriation and therefore you invest and work, you 
convert human capital into real material capital, We found that without 
contracts it was very hard to dev. Iop an i.normaL business. There was no way 
of making long-term arrangements, of achieving conorVs of scale. Moreover, 
.e also found out that if it takes 289 days to registr a business, it also is 
v.rv difficult to operate on an informal basis. It means an incredible amount 

.sf rdoiilp to get businesses together when you have none of the facility 
Aspects of the law. 

I always give an example here which I think will be familiar to all 
-f 'ou, because it actually refers to something we've seen continuously in the 
,oun;, towns of Peru which is when peopl.e wish to associate tog, icr to fo rm a 
business. AtL(all enLtrepreneurship is all about pooling resources together 
And combining them in tho= bast way possible. There din' : have to he natural. 
'e sources as t I iii. " ha'v p-o , , an :w v Asian counries have proven and 

4asu:,* rn Counwions w' nn' ". ' , atcmla Yno.lu rcos. Theny can junt be human 

capfiwal. So, if we are in a. Wation where Were arc two Peruvians in a 

young town, one is M{ichae1, who hiappens to ,e Peruvian for this occasion, and 
myself; I'm a button manufacturer and I'm the best button manufacturer in 
Lima. It's logical that I should want to be associated with Mi chael, because, 

it is known, he is probably one of the best button sellers in town. Now, 
logically, we should want to get together. The trouble, of cout.C, is that 
Michael's wife is going to tell him "Now, you've got a problem in associating 
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with de Soto. After one years, he's going to know who your clients are and 

then he won't need you any longer. It's a bi6 mistake to associate with him.' 

On 	 the other hand, my wife would probably say something similar: "Watch out, 

he 	 might learn more about ;he business." Now, if we were both legal, of 

course, if it didn't take 289 days tO regir.otr, we could form a partnership of 

one sort or another, he could take ) or /0 pe-rcent of the shares in terms of 

compensating his abi liy and I could take the remi'in:g--60 or 70 percent. 

Vhartever would happen in tle future, we know that in fact he will always get 

30 	 or 40 percent no mai: t:er if I become intimate with the customiers and no 

matter if he actually gets to know the business of manufacturing better than I 

do. Michael will have to a.ssociate with someone be trusts and theretor- he 

will associate probablIv with a familv member, somebody either of his wife's 

family or h is family, he control famniy tribalwhom can thmrough or mechanisms, 

and I will do the same. Then s;ome development expert from the United States 

will come and visit us, "Look", they will report "Peruvians like to work in 

small family units.
 

The law is very important and the law is precisely what keeps
 

microenterprises micro and the 
fact that pe)ple involved in politics and
 

policy adjustments do study informal sector verynot the much leads, of 

course, to this lack of facility law. 

Though they are the majority of the country, the informal sector is 

very unpopular in Peru and in most of Latin America. They're not only called
 

disloyal competition, they are regarded as dirty. They produce a lot of
 

negative externalities. Operating private businesses outside the law makes 

absolutely no sense. I would like simply to point out th following: 

o 	 the study of the informal sector leads us to confirm that it can be 

an important source of growth; 
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0 that it should be an 
important part of structural adjustmenu, that
 

structural adjustment is not only policy reforms but that it should 

try and benefit the info rmal sector as well. 

Structural adjustment proLably work democraticwill only in developing
 

countries with a large informal sector you
when actually get the support of 
the informal sector and got those in it to identifv teir interests with
 

structural adjustment. I would even rgo as far say that the
to reason
 

structural 
 adjustment programs of international organizations have not been 

successful in counitries like Peru is precis elv because structural adjustment 

is not popular with the large number of paople in the in tornmaL s ctor, This 

need not he so. As a matter of fact, thewithin structuralIndjustment
 

program, there was proposa l Lu egulate the 289 das
a ,ic :Wc((e(d to make a firm 

legal, and at the same time to convert assets into co IlIa repral. I'm sure that 

this action would have the majority of the votes of Peruvians and that
 
politicians would find 
 it easy to carry out st ructural adjustmenmts in this
 

way; but the 
 fact that structural adjustmnent does not address the informal 

sector and generally treats it as the informal sector--the sector that deals 

with char i tv which the President's wife takes care of. This means, of course, 

that these inputs are not politically viable. I will give you one example of 

something that recently occurred to us in Peru. 

We have been trying to promote a change of structure as a matter of 
the law relating to credit for small enterprises. We developed this project 

over the last 30 months. I would like to say that we published it on 21 

January 1988 in the Peruvian official gazette and by 7 April it beenhad 

picked up by rnpresentatives of 98 percent of Peru's political parties and 
incroduced into parliament. Moreover, on 10 April, President Garcia converted 

it into law through a decree because he found it rather popular. The reason 

he has found it popular, of course, is because we canvassed the informals to 

support this law. 
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The informal sector is 
a class and can be identified as such. We
 

hold hearings, we know their leaders--whether they happen to be 
of the
 

transport sector, or the housing sector, 
or the industrial sector, or the
 

street vendo rs;--and we get signatures from them and present these signatures
 

together with proposals. In the case of credit, we 
obtained 580,000 

represutntvttive ,a qnaLiure a and therefore the government paid attention, because 

it realI:e(d 
Q at rthe informal sector were not only marginal businessmen they 
were also tho majoritv of voters inside the country. This propo.al that we 

put through, wa.; also based not on a lot: of studies of wha.t: tructural 

adjustme.t means from the ivor-v towers of an i.vv league university but were 

actually the results of observing both foreign Western institutions and our
 

own institutions and how they work.
 

As you will remember that we saw the informails have pronerty or have
 

possession of property that in Lima alone has 
a value of $9 billion. In Peru,
 

in total, 
it has a value of $18 billion and if all those $18 billion exist, 

why can they not be used as collateral for financial organizations. 
The reply 

is, of course, that they are informal, that they are illegal, so the questions 

is "how can we collateralize them?' 

Our first inclination was to title 
them as quickly as pcssible
 

because, as we will recali as 
well, we had found out that once there is title
 

land, the value of iand itself and hme goes up 9 times in
to 
10 years as
 

opposed to when you don't have title. 
 So we thought titling was 
the solution. 

Now, we found out that, in average, the Peruvian system of titling for people
 

of the informal sector takes 
20 years. It is 20 years between the time that 

you obLait, a squat on land and that you actually obtain title. So, we said, 

"Well, probably we will find something better in Western countries. They must 

have a better way of doing this" and we travelled around the United States and 

found out that the only massive titling venture that vas identifiable was the
 

http:propo.al
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one in Alaska. Because of the pipeline, there were thousands of hundreds of
 

claims from Eskimos wanting their land titled, and we also found out that the 
solution they gave to that land was to form Into corporations because the
 

titling a
itse]i was 16-year process in Alaska. We docidod therefore we have 

very .itle to learn Ifrom the Unite<d States. We studied homesteading and 

found out that it was a more gradual, process and also left room for a lot of 

shooting which we, of course, need less and less in Peru. 

Then in California we came across a very interesting institution
 

which nobody had suggesLed to us. We 
 visited an American company called the
 

First American Titling insurance Company and found ouL that they out
hand 


insurance for les, you u'ot to
t so do need research your own title, When you 

buy a home and you obtain t itle, you v&t some L.nsu raucre and you know that any 

risks that von run are actua]l]y )orne by Lie c,,pany. Well, in Peru, the
 
problem is, of course, having and we
not titles so have a conceptual
 

challenge: "How abou0t 
 poss ess or) insur nce." The reply was "WeLl, why not"
 

and that's what we 've been working on For the last 30 months and that is what
 

today is law 
 in Peru, and it is a system that we hope to put into effect. It 

consists of three essential elements: 

First it sets up a possession register for informals, secondly 

possession mortgage for informals, and thirdly credit insurance for informals. 

The first thing you need tc know if you are going to be able to use 
the po-seassion of infotals, is that it really belongs to him or her and that 
requires a registry, a registry that says who ow¢ns what. The problem of the 
normai registry in Peru, of course, is that all the requirements to obtain the 

title, as I've said before, take 20 years. 
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The first thing that an 
informal does to assert his property right
 

over the land is build on it. So, we ask ourselves why don't we reverse the
 

process. Instead of finding out who the 
land belongs to, let's find out who 
the building beloings to and that's much easier to prov. Becaue there's no
 
effective police force to 
provide protection, Lhe Perutvians in the informal
 

sector al wavs first build a wal ,
around the troportv. As the bui1ding
 

themselves touch wall 
to wall., wc tould ourselves thAt the prooI 
of the title
 

is in a photograph showing up to where the 
neighbors have allowed each
 

neighboz 
to go and we will assune that whoever has built on rho lind owns 
the
 

land. Let's give most of tle people the credit rqu-ired, o, in fact, today,
 

the new registry that will he held by 
insurance cOiMpaM ics and
 
municipalities -jointly or 
 separatel- . will receive as pr.oofs, first of all, 

the registers of the i nformal sector, because :lere'sr is no such thing as a
 
land invasion in 
Peru without a previously drawn map of the 
area to be
 

invaded, as we found out from the 
informals themselves from their 
own
 

(informal) ragister. From now on that 
can be legal tender in Peru.
 

Secondly, if you have to 
be one of the few people that have not
 
massively invnded land with previous organization, which is 
rare indeed, you
 
can use the phowtgraphs 
wo talked about and the building wi.ll cetify that you 

in fact own the property as wel.1. If vou happen tc be semi-formal and have
 

the receipts of e ctric.city, 
 water, and sewage pavments, or you have in fact
 

already paid a tax or 
you have obtained a loan from a micro-credit
 

organization that also 
is good e,-iece to make sure that you are included inthe register. As a result, we e.pect that in 
Peru, 4 years from now, the
 

informals' homes in Peru will have risen by $3 billion, simply through
 

registration.
 

Now, what do we do for credit. Well, the idea is to make tne
 

possession that is registered, for all practical effects a property that can
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be handed over to an insurance company or a credit 
institution in the form of
 

a mortgage. The way we 
actually stimulated the informals 
to obtain mortgages
 

is that we said that in countries like 
the United States, 80 percent of small 

business ;tarted up tLhrough home mortgages and how was 
it possible in Peru 

that this is so ig;no red. Vha t inFormaIs did in Peru was Lo let g;overnment
 

know that they, too, 
 had the right to a mortgage? We have therefore
 

established by 
 13w a svstvtm through which the cstablished possession is
 
actually registered. T his can be handed over 
to the majccity of the Peruvians
 

which today have property of sorts. This allows them to obtain credit if 
they
 

are adequately registered.
 

There cannot be a country that has 50 
or 60 percent of its
 

population that is informal, without some kind of law or 
common law actually
 

guiding or ruling 
heir transactions. So, 
we have adjusted these laws--our
 

laws--to fir the 
case of the informal secnro-. One rf the main problem is ;o
 

make sure thatn nobody specu],at es 
with their land. If there are foreclosures
 

on the morrages, if somebody who obtained a credit using; 
the mortgage cannot 
pay that credit ;he property is auctioned off, but on]<Io people who also 

live in thesp "Yonung towns", onl to peopl.e who one .ay or Another are people
 

who do not 
alIrad. h-->' a home, Moe reover, the mortgage can be deposited as a
 
trustee in 
thi hands of tihe "infermal"" authorities who are the elected
 

authorities of tlhde 
 "young town" and they ca", d-cide whether they're going to 

support the cause oi the person who has defaul ted 
on his paymlent or whether
 

they are going co act so as not to 
lose credit for the whole neighborhood. We
 

ha"e placed these decisions in the hands of the 
informal authorities
 

themselves.
 

In terms of the credit industry, which is 
the third pillar of the
 

system, we have also simplified things. 
 One of the reasons banks do not serve
 

the informals is because the 
informals don't have collateral. With the
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registration system and the mortgage, they now have collateral, but it's still
 

too complicated for banks. 
As you know better than I do, it is much easier to 

develop a hundred loans of $500,000 than 500,000 Loans of $100.00. Some banks
 

just don '.an :o he bothered with property that, 
on average, as in case of 

the info r;HiL popoy<Lr'--v in Peru, has a value of $9,600.00 per unit. However, we 

found ou- that insurance companies in Peru were very interested in looking at 

that kind of pro et-t I'- v insur hicvcls and motOrCYcles and they would be 

willing to give out crdi- ilsurance. In other words, the," would be willing 

to accept the IIort.ge and on the basis of the mortgage extend a letter of
 

credit of sorts to the informal wlo would then go 
to tihe bank and solicit
 

credit on the basis that his guar:antor was a triple AAA insurance company.
 

So far, the government, the private sector, the 
infor..als and all
 

the politic.l parties of Peru, 
firom the extreme left to the extreme right,
 

have accepted the project. We expect thar: will allow us 
to raise, without
 

using fo i>.gn 
re, ouces; Frnm international organizations, credit to the
 

inform m secto r from 
 ,"P pe.rcent of the total 
credit market to 5 percent of
 

the total credit ,Nrri-ct in the next 4 years. In other words, we expect that
 

about $200 million of Peruvian savings will be able to go to 
the informal
 

sector. Moreover, we 
expect that only the installation of the system will
 

increase GNP per capita by 1.2 percent pey annum.
 

Now, let's look at what that particular measure, which is 
one of the
 

many we have suggested on how to relate structural adjustment to 
the
 

informals, will do. 
 By addressing the needs of the informals, we have been
 

able to obtain 98 
percent political support for structural adjustment. It has
 

given the dispossessed majority a stake 
in the private sector economy. It has
 

ensured that every person, each of whom is a potential member of a terrorist
 

movement in Pet:, becomes a part of the system. 
We have begun to deregulate
 

the bankipg system by simply creating a parallel to work with which even
 

http:IIort.ge
http:9,600.00
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people with titles will want to 
use because credit insurance is an additional
 

security. Wa have been able to give the formal private sector an interest in 

the informal sector which previcusly they thought was only disloyal
 

competition We are reducing the scope 
 for corruption and we are reducing 

the dependency on foreign sources of support. We are decentralizing by using 

more informal Inechanism s and the elected political authorities of the informal 

sector and we are ec.ogni:ig th registers as sources of formal law. We are 
also, of course, by no: linmiting these ioans to small enterprises allowing the 

quick graduation '. irthouL nybody having to make a political decision and we
 

are bringing 
 in something chat Anglo-Saxons thought was their privilege--the
 

commcn law into the statutory legal system,
 

We did this bv making the project popular with the informal sector
 

whc are the majority 
 of the 'oters that politicians listen to in developing
 

countries. In other words, structural adjustment needs the 
 informal sector as 

much as informal secLo, needs to be considered by structural adjustment.
 

Essentially the message behind this 
 is the following: 

The informal sector is not: a marginal sector. It is the majority of 

the people in many developing countries. It is important if you want to
 

transform your countries democratically 
 t, use their will. People from the 

microenterpri, sector must actually be heard. The informal sector, as 

Marxists wo.ld like to hear, is in fact a social class, it is a group of 

people who have entrepreneurial abilities, but who are also dispossessed and 

poor and who are also being fought over by people who halieve that they are 

nothing more than a proletariat. If you want structural adjustment to make 

sure that certain values are kept, or certain values are introduced in 

developing countries, 
like markets, like private entrepreneurship, like
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democracy, it is important that the informal sector stop being the poor cousin
 

of financial organizations but that they actually become the focus and not the
 

enemy of structural. adjustment.
 


