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Abstract

Twenty years after the signing of the Peace Accords that marked the end of
a 12-year-long armed conflict (1980-1992), El Salvador appears to be struggling
between an emerging democracy and a consolidated form of oligarchic rule. The
post-civil war period has seen the reconstitution of the traditional power structure
within the framework of neoliberal political economy, which in turn has resulted in
the intensification of wide ranging socioeconomic disparities and the consolidation

of privilege and destitution as the country’s historical power relations dichotomy.

Set in this context, this dissertation seeks to contribute to the understanding
and critical analysis of three fundamental areas of El Salvador’s reconfigured oli-
garchic rule. It begins with a conceptualization of the character and functioning
patterns of the reconfigured Salvadoran neoliberal oligarchy, based upon a theo-
retical framework that integrates both historical (the “oligarchic”) and recent trends
of capitalist development (neoliberalism) in order to shed light on the changing dy-

namics of the country’s dominant class formation and the power structure upon



which it rests. On the basis of this theoretical conceptualization, it will be argued
that a Transnationalized Oligarchic Neoliberal Bloc (TONB) has been formed in El
Salvador during the last two decades. The TONB has adopted neoliberalism as its
economic compass; yet, it remains oligarchic in its political character, insofar as its

relation to the state and society as a whole is concerned.

In order to anchor the analysis of the transition to neoliberal political econ-
omy, Part | will present a historical account of the evolution of oligarchic rule in El
Salvador, starting with the liberal reforms of the 1880s that facilitated the consoli-
dation of the coffee industry, continuing with the fifty years of the oligarchy-military

Strategic Alliance, and ending with the signing of the Peace Accords in 1992.

Part Il will present a detailed examination of how the process of post-civil war
oligarchic re-consolidation took place through twenty years (1989-2009) of system-
atic implementation of neoliberal policies, which rested upon five pillars: privatiza-
tion, liberalization of state activities, tax reform, dollarization, and free trade. With
these policies, the financial, economic, commercial, and social welfare sectors were
almost entirely transferred into the hands of the newly diversified import-oriented
entrepreneurial bloc that has begun a process of transnationalization through in-
vestment and capital expansion within the context of regional and transnational

neoliberal circuits.

Part Il provides a critical analysis of the impact of oligarchic consolidation on



the majority of Salvadoran society with regard to the ways in which the structures
of inequality and concentration of wealth have been replicated and even intensified
in the post-civil war period. The analysis is conducted while keeping in mind the
special conditions of a post-civil war country that has been historically characterized
by abysmal inequalities and that is currently struggling to rebuild and find paths

toward integral development and social justice.
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1 Introduction: The Salvadoran Oligarchic Class
Formation and Its Transformation in Neoliberal

Times

The evolution of El Salvador as an independent nation has been characterized by
acute socioeconomic inequalities and a rigid societal power structure. The predom-
inant form of social organization has been based on varying degrees of oligarchic
rule whereby economic wealth and political power have been concentrated in very
few hands to the detriment of the majorities. The hegemony of the coffee-based
oligarchy, which emerged from the ground-breaking liberal reforms in the latter part
of the nineteenth century, managed to sustain for almost one hundred years an
agrarian mode of production with a semi-feudal character that not only blocked at-
tempts to promote modernization and industrialization but also depended on high
levels of exploitation and socioeconomic backwardness. This oligarchy exercised
power by itself and allied with the country’s military until 1979, when the general-

ized injustices and dispossession created by this rule resulted in an 11-year civil



war (1980-1991).

In the last thirty years El Salvador has changed in fundamental ways: from
an agrarian export-based country relying on coffee sales to an import-oriented ter-
tiary financial centre sustained by migrant remittances. As a factor tightly linked
to this transformation, it is pivotal to highlight the neoliberal shift that EI Salvador
has experienced since 1989 and that has deeply transformed the foundations of
the country’'s political economy. A reconfigured oligarchic class, still grounded on
agrarian roots but increasingly drifting away from its coffee-based past, adopted
the “modernizing” neoliberal doctrine to allegedly build an innovative and efficient
economy over the ashes of a backward and stagnant agrarian society. It did so to
reconfigure its historical hegemony. As will be highlighted throughout this disserta-
tion, this reconfigured “oligarchic neoliberal bloc” can only be properly understood
when examined within an intertwined analytical framework that pays attention to
both the changing dynamics of the country’s capitalist development and shifts in
transnational power structures, both processes deeply conditioned by the rise of
the neoliberal doctrine. In 2012, this bloc's power stands consolidated and keeps

growing.

The neoliberal shift, which began in 1989 and has remained predominant until
this day, meant the gradual dismantling of an emerging Salvadoran state as a po-
tentially proactive and effective player in the various developmental undertakings

the country urgently needs and its conversion into a mere instrument of the recon-
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figured oligarchy. Such a turn of events acquires an even more significant meaning
when the condition of El Salvador as a post-civil war country that still faces daunting
political and socioeconomic challenges is taken into account. The Peace Accords,
signed in 1992 to end the country’s bloody civil war, supposedly provided a blueprint
for the construction of a new country free from the historical injustices that caused
the war in the first place. However, the downsizing of the national state and the un-
interrupted implementation of neoliberalism have led to oligarchic consolidation, the
very antithesis of the goals sought by the Peace Accords. Taking these elements
into account, it can be argued that the ideology that guides the economic function-
ing of the reconfigured oligarchy may have changed, but the injustices generated
by a power structure anchored in domination and privilege, now under a neoliberal

aura, have remained intact and, in fact, have been exacerbated.

My study will attempt to contribute to the understanding and critical analysis
of three fundamental areas of El Salvador’s reconfigured oligarchic rule: first, the
conceptualization of the character and functioning patterns of the new Salvadoran
neoliberal oligarchy, based upon a specific theoretical framework that integrates
both the historical and more recent developments in order to shed light into the
changing dynamics of the country’s dominant class formation and the power struc-
ture upon which it rests; second, the detailed examination of how the process of
oligarchic consolidation took place through twenty years (1989-2009) of systematic

implementation of neoliberal policies and market reforms; and third, a critical analy-



sis as to how this oligarchic consolidation has impacted the majority of Salvadoran
society insofar as the structures of inequality and concentration of wealth have been
replicated and even intensified in the post-civil war period. The argumentative de-
velopment of these three areas will be advanced while keeping in mind the special
conditions of a post- civil war society historically characterized by abysmal inequali-
ties that is currently struggling to rebuild and find paths toward integral development

and social justice.

It is important to clarify the scope and analytical demarcations that will govern
our examination of this reconfigured oligarchy. The fundamental purpose of the
analysis will be to delineate the ways in which the internal reconfiguration of the
historical oligarchy, now displaying features different from the ones that prevailed
when it was an agrarian class, has impacted the evolution of Salvadoran society, as
opposed to undertaking a more detailed analysis of intra-class changes. Thatis, we
are not concerned with the detailed, anatomistic composition of this new oligarchy in
terms of family names, marriages, and kinship, as this task requires a different kind
of research. This kind of study would divert us from our goal of examining the macro-
level social, political, and economic consequences of reconfigured class domination
in a peripheral country that is facing the reproduction of historical injustices. Our
study will focus on the structural changes related to that reconfigured class; yet, the
identification of some general family lineages and kinship connections, given the

historical nature of the Salvadoran oligarchy, will inevitably form part of the overall
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analysis.

The century of domination (1880-1980) by the coffee oligarchy was based
upon two pillars: its strategic alliance with the military and the refusal to allow
liberal-reformist transformations in the form of systematic industrialization and po-
litical openings. In the aftermath of the consolidation of the coffee export economy
at the end of the nineteenth century, the coffee oligarchy exercised direct political
power as members of its own exclusive class rotated in the presidential office for
several decades, that is, until the anti-oligarchic and revolutionary 1932 peasant
insurrection erupted in January of that year to shake the foundations of the system.
This ground-breaking event required the military to step in to save oligarchic rule
from the serious challenge posed by the exploited peasant class. From 1932 until
late-1979, it was the military which exercised political control while the oligarchy
maintained its economic hegemony and agrarian export-based productive system.
This was the pivotal “Strategic Alliance” that turned El Salvador into a military dic-
tatorship for almost 50 years, whereby the military became the country’s governing
class and maintained order through generalized repression and authoritarian prac-
tices. Meanwhile, the coffee oligarchy retained its condition as the country’s domi-
nant class, and even though it had sacrificed direct political control, it still managed

to direct the functioning of the state apparatus to serve its economic interests.

The other pillar is tightly connected to the functioning of this oligarchy-military

alliance. Incipient liberal-reformist segments attempted to industrialize the coun-
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try in the 1950s and 1960s, following the import substitution model. However, this
project could never take off completely because its political and economic impli-
cations, namely the opening of the political system and a systematic land reform
to increase capital accumulation and the size of the domestic market, potentially
signalled the end of the coffee oligarchy’'s rule. In the 1950s and 1960s there
were attempts to leap into a development model based on industrial capitalism, but
the more traditional faction of the coffee oligarchy was able to block these efforts
through a complex and often ambiguous reshuffling in the political balance of power
whereby it always managed to garner the support of the military’s conservative wing
to keep the system intact. It was not until 1979 when the internal socioeconomic
pressures and heightened political turmoil, compounded by the fall of international
coffee prices, led to a “progressive” military coup d’état staged by the “young offi-
cers,” a coup that marked the end of the coffee oligarchy’s unopposed control over

the country’s political and socioeconomic structures.

The eventual failure of the “progressive” coup to bring about long overdue re-
forms, combined with mounting state-led repression, opened the door to the esca-
lation of the armed conflict into a full-fledged civil war between government forces
and an eventually unified revolutionary guerilla army. The rise of the opposition
Christian Democrat Party (Partido Demdcrata Cristiano, PDC) during the 1980s,
supported by the United States, led to a reshuffling inside the internal balance of

power and social relations, as the party attempted to provide an alternative to both
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oligarchic power and “radical socialism” through the implementation of moderate
state-led reforms. The Christian Democrats promoted interventionist policies that
hurt the economic interests of the oligarchy and threatened to alter the country’s
reigning productive scheme, especially through the implementation of a limited land
reform program and the nationalization of the international trade of both coffee and
sugar. In 1989 a reconfigured elite, arising from the nucleus of the historical coffee
oligarchy, recovered direct political power and a new era began with two pivotal
events: the signing of the Peace Accords and the adoption of neoliberalism as the

country's new model of accumulation.

In the context of this changing reality, and twenty years after the signing of
the Peace Accords, El Salvador is struggling between an evolving democracy and
a consolidated form of oligarchic rule. The reconfigured oligarchy’s control over
the right-wing Nationalist Republican Alliance (Alianza Republicana Nacionalista,
ARENA) party, the hegemonic political force in the country that ruled unchallenged
for two decades (1989-2009), facilitated the gradual neoliberal transformation of
the country’s political economy that, in turn, allowed this class to reconfigure its
historical domination. The post-1989 neoliberal shift undertaken by ARENA, and
openly supported by Washington and the principal international financial institutions
(IFIs), which has resulted in an economy based on finance, services, and imports,
has five pillars: privatization, the liberalization/downsizing of the state, neoliberal

tax reform, the dollarization of the economy, and a systematic free trade-based
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commercial policy. Invariably, it was the national oligarchy, now transformed into a
financially-based entrepreneurial conglomerate, which benefited almost exclusively

from this neoliberal structural adjustment package.

Due to dollarization (introduced in 2001), a pro-business tax regime, and free
trade agreements, it is importing rather than exporting that will maximize profits.
As a dollarized economy requires a healthy flow of dollars, and taking into account
the decimation of the agriculturally-based export economy and the destruction of
the countryside, together with the stagnation of the industrial sector, it is migrant
remittances that keep the economy afloat. The commercial deficit in 2008 reached
US$5.2 billion, but the US$3.7 billion-worth of family remittances filled the gap along
with modest foreign loans. Moreover, signs of growing inequality have increased in
the last twenty years. Social Watch reports that in 1995 the share of national wealth
from economic activity was divided between capitalists and workers in the follow-
ing fashion: 66 percent (profits) and 34 percent (wages) respectively; by 2005,
profits had risen to 75 percent and wages had declined to 25 percent. In other
words, “113,000 businessmen appropriated 75 percent of the social product pro-
duced by 2,591,000 workers.”! In 2002, the Gini Coefficient Index situated EI Sal-
vador amongst the top 20 percent of the world’s most unequal countries, with a

0.54, meaning that the richest 20 percentile earned approximately 52 percent of

Claudia Hernandez y Armando Pérez, “El Salvador-Derechos Econémicos y Sociales: No Hay
Voluntad Politica,” Informe Social Watch El Salvador, 2008. Accessed electronically at
http://www.opinandoenelsalvador.com/wpcontent/uploads/2009/06/
informesocialwatchelsalvador2008.pdf.



the wealth while the poorest 20 percent earned a bit more than 3 percent, roughly

seventeen times less than the richest segment.?

In light of these transformative developments, it is clear that the nature of the
country’s oligarchic rule has also changed. Several important questions emerge:
How has the oligarchy changed? Can it still be called an “oligarchy”? Is a new con-
ceptualization needed? If oligarchic rule has been consolidated, what have been
the societal consequences? This dissertation will document how a Transnational-
ized Oligarchic Neoliberal Bloc (TONB) that crystallized into eight financially-based
entrepreneurial groups has been constituted in E! Salvador during the last two
decades and forms the basis for oligarchic consolidation. Its consolidation is based
on the policies of neoliberal structural adjustment whereby the financial, economic,
commercial, and social welfare sectors have almost entirely been transferred into
the hands of this newly diversified import-oriented entrepreneurial bloc that has be-
gun a process of transnationalization in terms of investment and capital expansion
within the context of transnational neoliberal circuits. The TONB has adopted ne-
oliberalism as its new economic compass; yet, it remains oligarchic in its political

character insofar as its relation to the state and society as a whole is concerned.

At the same time, as noted, this phenomenon has signified the reproduc-

tion of a disproportionate concentration of wealth, social injustice and exclusion,

2Programa de las Naciones Unidas para El Desarrollo (PNUD), Informe Sobre Desarrollo Hu-
mano en El Salvador 2007-2008: El Empleo en uno de los Pueblos més Trabajadores del Mundo
(San Salvador: Impresos Muiltiples, 2008), 350.



poverty, and forced migration for society as a whole. In other words, the increas-
ing concentration of wealth in even fewer hands is producing (and reproducing)
poverty and destitution for the majority of Salvadorans. The post-civil war period
has not been conducive to a structural expansion of socioeconomic rights for the
majority of Salvadorans, and the intensification of inequalities across the board has
transformed migration to the United States into the primary employment choice for
hundreds of thousands of citizens. This state of affairs acquires more importance
when analyzed through the lens of the country’s Peace Accords. Historical injus-
tices and abysmal socioeconomic inequalities were root causes of the country’s 11-
year civil war and, to a great extent, the Accords delineated potential ways to seek
their systematic resolution. Furthermore, the consolidation of the TONB stands to
pose serious challenges to the country’s future prospects for political development
and democratic governance, given the TONB’s continuing and growing influence
within the circles of national political power and their respective decision-making

processes.

In order to properly conceptualize these two interrelated themes, the consti-
tution of the TONB and the escalation of socioeconomic injustices it has provoked,
this dissertation will deal with three interrelated factors that have been particularly
crucial for the country’s development (or lack thereof) and will be present (implicitly
and explicitly) in its analysis: the changing dynamics of dominant class formations

in the context of consolidating power structures; the internal dynamic of capitalist
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transformation and the re-shuffling of class-based social relations it entails (includ-
ing the nature of the national state); and the role of transnational ideological hege-
monic schemes (i.e. transnational neoliberalism). Therefore, it will be essential to
analyze the structural links between this fusion of internal and external factors that
has conditioned the historical progression of Salvadoran oligarchic rule, and how
this fusion has also shaped the formation of the current state of affairs in the context
of neoliberal political economy and minimalist liberal democratic political reforms.
Drawing from these analytical sources, and the need to combine the internal and
external aspects of the evolution of Salvadoran oligarchic rule, this dissertation will
utilize a comparative political economic analytical method as the tool to properly

conceptualize the multidimensional character of the proposed Salvadoran TOBN.

Following Zeitlin & Ratcliff (1988), this dissertation will concentrate on the way
in which internal social relations and class structures have historically evolved in El
Salvador and how this process has allowed the TONB to consolidate its economic
and political power in the post-civil war neoliberal period. For Zeitlin & Ratcliff, it
is insufficient to assess the transnational context; it is the analysis of the evolution
of internal dynamics that can best allow us to understand and explain the shifts or
continuities in power relations that take place within a specific society. However,
and starting in 2001 with the signing of free trade agreements and the adoption
of the US dollar as the national currency, there are clear signs that this proposed

TONB is well into a process of transnationalization whereby its interests are starting
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to find roots outside the national frontiers, especially in financial, real estate, and
service-based investment in the region. Moreover, and fuelled by the signing of
the Free Trade Agreement between Central America, the Dominican Republic, and
the United States of America (DR-CAFTA), the TONB has had to deal with the
increasing encroachment of transnational capital in the domestic market. Starting
with the sale of the banking system to international banks in 2006/07, the presence
of transnational players has also changed the nature of this reconfigured oligarchy.
The internal context will be given precedence in the development of our analytical

framework, but the transnational component will also be investigated throughout

the analysis.

There are three main reasons that render this study important and necessary.
First, after the armed conflict ended in 1992, the focus of research about El Sal-
vador shifted to the monitoring of the institutional changes that have taken place
since then, as well as the new level of violence and criminality that has emerged in
the form of street gangs and organized crime. These are important issues that need
to be analyzed, but the bulk of research has neglected the ongoing reconfiguration
of Salvadoran political economy and the re-shifting of social relations this entails,
and as such this area has been insufficiently explored. This deficiency has man-
ifested itself in the lack of historical analysis required to understand El Salvador’s
evolution and the reconfiguration of its class structure under neoliberalism. Second,

there is already sufficient documentation and data available, both quantitative and
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qualitative, that shed light into the degree and depth of poverty in El Salvador. How-
ever, there are few studies that research and analyze the concentration of wealth
in the country and the why and how so few individuals/families have managed to
accumulate disproportionate amounts of wealth. More important, there are next to
no studies that provide a comprehensive assessment of the economic, social, and
political consequences for El Salvador of such an increasingly skewed distribution

of wealth and the nature of inequality.

Finally, my dissertation will be relevant for understanding similar processes
elsewhere in Central and South America, especially with regards to the impacts
that neoliberal reforms have on post-conflict societies. The “peaceful revolution” in
El Salvador, as it was called the United Nations in the aftermath of the 1992 Peace
Accords, has turned into an increasingly distant dream as socioeconomic injustice
and political stagnation have been reproduced and consolidated. Boyce and Pas-
tor (1997) argue that peace can only succeed if it opens the door to wide-ranging
socioeconomic restructuring. By looking at the contradictions of post-1992 El Sal-
vador and the shortcomings of neoliberal political economy, this dissertation will
seek to contribute to a more comprehensive understanding of similar experiences

in the region, both in terms of theory and practice.
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1.1 Structure of the Dissertation

The second chapter will outline the theoretical framework that will guide this disser-
tation. The central purpose of this chapter will be to formulate a theoretical ground-
ing designed to seek the proper conceptualization of the new Salvadoran oligarchy
from a class-based approach that takes into account both the internal and exter-
nal factors that have conditioned the reconfiguration of this dominant class and
the corresponding reshuffling of the country’s power structure. This chapter will
propose the formulation of a “conceptual hybrid” in which the “oligarchic” and the
“neoliberal” will form the foundation to anchor the theoretical anatomic makeup of
the TONB. Based on the idea proposed by E.P. Thompson that class formations
are vibrant and ever-changing categories that reflect the social realities that perme-
ate them, the TONB embodies a continuity/discontinuity conceptual dichotomy that
establishes an analytical framework, based on the political economic method, to
properly understand the “extreme” case of El Salvador’s dominant class formation.
Itis “extreme” insofar as practically the same family-based nucleus that formed the
coffee oligarchy now forms the TONB, and it is precisely the oligarchic-neoliberal
(continuity-discontinuity) duality which will provide the key to conceptualize this spe-

cific class formation.

The empirical body will be divided into three major parts. The first part will
present a historical account of the evolution of coffee-based oligarchic rule during
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the period 1880-1992. Chapter three will cover the period 1880-1979, when the cof-
fee oligarchy ruled virtually unchallenged. Two main sections will form the chapter.
The first section will delineate the process that led to the establishment of the coffee
oligarchy as the country’s dominant and governing class, namely the systematic pri-
vatization of communal and indigenous lands at the end of the nineteenth century.
By the end of the privatization of the land tenure regime, the best land for coffee
production, the new backbone of the Salvadoran economy, had been appropriated
by a reduced number of families, and this form of primitive accumulation eventually
served as a pillar for the consolidation of civilian-led oligarchic rule. The second
section of the chapter will provide a critical analysis of what we have termed the
“strategic alliance”: after the 1932 peasant insurrection seriously challenged the
coffee-based oligarchic regime, the military was called in to brutally put down the
uprising and to subsequently assume the role as the country’s new governing class.
For the next five decades, three factions that made up the oligarchic regime would
interact within the context of an often ambiguous and fluctuating balance of power:

the coffee oligarchy, a “liberal-reformist” faction within it, and the military.

Chapter four will provide a detailed analysis of pivotal historical events that
took place in the period 1979-1992, which incidentally represents the most impor-
tant period for our study for two reasons: first, because the rule of the coffee oli-
garchy was deactivated by the civil war, and second, because the ideological and

operational foundations to anchor the neoliberal shift were established during this
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period. The chapter will begin with an examination of the rise of the ARENA party
in the 1980s, the organization created by the coffee oligarchy to protect its interests
against both military reformists and leftist revolutionaries; ARENA eventually be-
came the “institutional” vehicle used by the oligarchy to retake direct political control
of the state in 1989. This will be followed by an analysis of the “socioeconomic soft-
ness” of the Peace Accords, which in the end did not address the ongoing neoliberal
program and left it “untouched” by the peace negotiations. Finally, a synthesized
panorama of the ways in which the Salvadoran economy had changed by the time
ARENA took power and the civil war ended will be presented. These aspects are
important for our analysis because they will help us understand the circumstances
under which oligarchic consolidation was initially designed and implemented; that

is, they represent a preamble to the implementation of neoliberal political economy.

Part two will provide a detailed account of the main policies that for twenty
years made up the radical neoliberal economic shift in El Salvador: privatization,
downsizing of the state, neoliberal tax reform, dollarization, and free trade. The
focus of this examination will be to establish the precise ways through which the
national economy moved into a “market-based” model that minimized the role of
the state and gave preponderance to private actors, closely following the neoliberal
recipe of the Washington Consensus. Chapter five will delineate the first major
neoliberal policies undertaken in the period 1989-1995: the re-privatization of the

banking and international trade sectors, and the gradual liberalization of the land
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market. These policies not only reversed the reformist economic policies of the
1980s but also provided the foundation for the development of the TONB, especially
the privatization of the banking sector. By taking control of the banks, the embryo
of the TONB was able to take possession of the country’s most important economic
sector, and by doing so it secured its further expansion into other strategic sectors

of the economy during the 1990s.

Chapter six will examine the implementation of other important privatization/
liberalization policies during the 1990s, including the privatization of pensions and
basic utility sectors, the liberalization of the state’s subsidy, price, monetary, and
export-import activities, and the flexibilization of labour. These policies allowed
the emerging TONB to take possession of other important sectors/activities of the
national economy and also reinforced the “neoliberal character” of the country as
a committed partner in the transnational class project, especially when transna-
tional capital was “invited” to buy the electrical distribution and telecommunications
sectors. Chapter seven will analyze three other important pillars of oligarchic con-
solidation: tax reform, dollarization, and free trade. These policies provided the
necessary tools to begin and continue the systematic shift to a “market economy”
whereby state regulation was removed and market forces were privileged. Neolib-
eral tax reform began in the early 1990s as a way to pave the road for a regressive
regime that benefited the new oligarchs at the expense of the majority, while dollar-

ization and free trade, introduced in the first years of the new century, were designed
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to consolidate neoliberalism and the shift to a finance-based, service-oriented, and

import-based economy increasingly dependent on migrant remittances.

Chapter eight will bring together the information and analysis provided in the
previous three chapters to make the specific connections between neoliberal adjust-
ment, the emergence of the TONB, and oligarchic consolidation. The emphasis will
be placed on the identification and analysis of the eight entrepreneurial/oligarchic
groups that took over the Salvadoran economy during neoliberal adjustment and
that eventually came to form what we have called the TONB. Moving away from
their coffee roots, these groups, mainly composed of traditional oligarchic family
blocs, based their new economic power on finance, services, and imports, a pro-
cess that allowed the TONB to control the most important sectors of the national
economy. Beginning in 2001/2002, the TONB began a process of transnationaliza-
tion whereby some of the most important companies its main groups owned were
sold to transnational capital, and the TONB itself embarked on a regional expansion

to search for new markets and investment opportunities.

Finally, Part three of the dissertation will present the other side of neoliberal
oligarchic consolidation: the impacts it has had on the reproduction and exacerba-
tion of historical socioeconomic inequalities and injustices. This final part is rooted
in the need to not only contribute to the understanding of the new dominant class
and its consolidation in El Salvador, but also to critically examine the consequences

that this process has had for society as a whole. In other words, a picture of the
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new Salvadoran power structure would not be complete without highlighting the
replication of past injustices and how they impact the “common Salvadoran” on a
daily basis, a tragic outcome especially when we consider that post-civil war El Sal-
vador was supposed to be built upon principles that emphasized broader equity
and social justice. As will be shown, this hopeful project has been largely derailed.
Keeping this caveat in mind, part three will explore the socioeconomic disparities
that neoliberal oligarchic consolidation has reproduced and reinforced in the last

two decades.

Chapter nine will cover two interrelated socioeconomic areas that have been
aggravated during the neoliberal era: macroeconomic mismanagement, and an in-
creasingly skewed distribution of wealth combined with other signs of social injus-
tice. Oligarchic neoliberalism promised balanced budgets, fiscal soundness, and
steady economic growth, but in the end delivered massive deficits, spiraling debts,
and stagnant growth. Undoubtedly, these failures had an influence on the contin-
uous decline of important socioeconomic indicators, such as distribution of wealth,
poverty, wages, and the cost of living. The new social deficit also includes a wors-
ening of the already meager social safety net and the stagnation of gender equality.
Finally, chapter ten will deal with two socioeconomic areas that are also intercon-
nected: the destruction of the country’s productive system and the rise of unem-
ployment, and the consolidation of forced migration as the primary employment

solution for many Salvadorans. Neoliberalism destroyed the country’s agricultural
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sector as part of the economic shift to a finance-based model, and this led to a
massive exodus of former agricultural workers. This exodus ended in the massive
migration flows to the United States in the 1990s and 2000s, which in turn anchored
the rise of the “remittance” model as the country’s primary anti-poverty strategy and

the emergence of an unsustainable consumption-based economic model.

1.2 Methodology

My analysis on the consolidation of oligarchic rule in El Salvador was based on
three main methodological approaches. First, a qualitative approach comprised
of mostly in-depth interviews with key players and analysts of Salvadoran history,
politics, and political economy (conducted during fieldwork in El Salvador from Jan-
uary to October 2009). Second, | conducted a systematic review of secondary
sources that contained quantitative data and was reanalyzed for the argumentative
purposes of this dissertation. These secondary sources included reports by devel-
opment agencies, government censuses, and official socioeconomic surveys. And
third, my research dealt with the analysis of a broad range of literature that focused
on a series of relatively unknown sources written in Spanish related to the history
and evolution of the Salvadoran oligarchy as well as sources on the transition to
neoliberalism since 1989 (this segment was also conducted in El Salvador during

the aforementioned fieldwork).
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The most important data collection component of my fieldwork was the con-
duct of interviews. These encounters and discussions with more than 40 actors
from different sectors of Salvadoran political, economic, and social life gave me an
invaluable amount of insight and guidance that shaped the development of my ar-
gumentative structure. Overall, | approached 55 individuals, of which 42 accepted
my interview requests. | was disappointed that after extensive efforts to set up
an interview, members of the current business elite and renewed oligarchy did not
respond positively to my requests. Even the right-wing think tank FUSADES, com-
posed mainly of social scientists, showed no interest in talking to me, limiting their
actions to providing me with the hard-copies of studies, reports, and pamphlets they
have produced in the past. Their reply to my numerous requests was that they did
not deal with “that topic” directly, even when | made it clear that | was interested in
the dynamics of neoliberal transition and not just in the reconfiguring of the power

structure in the post-civil war era.

| can classify my interviewees in three major categories: 1) politicians and/or
government officials; 2) academics and graduate students; and 3) NGO and civil
society activists. In the first group, | interviewed Dr. Héctor Dada Hirezi, the current
Minister of Economy, together with two FMLN (left-wing party currently in power)
former deputies, Miguel Saenz (former FMLN peace negotiator) and Salvador Arias,
and one FMLN economic advisor in the Legislative Assembly, economist Alfonso

Goitia. Inthe second group, the most receptive to my interview requests, | managed
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to interview fourteen academics and graduate students, including the presidents of
the Central American University (UCA), José Maria Tojeira, and the Lutheran Uni-
versity, Fidel Nieto. The remainder were economists, sociologists, and political
scientists from the UCA, the University of El Salvador, FLACSO-E! Salvador, and
the Lutheran University. With three of them | had three or more interviews, with an-
other five | conducted two interviews, and with six of them | held only one interview.
These interviews helped me order my arguments, and provided me with important

information regarding bibliographic sources and other relevant contacts.

Some experts who are worth mentioning are the following: Economists San-
tiago Ruiz Granadino and Raul Moreno from the University of El Salvador; the
philosopher Ricardo Ribera and economists Roberto Géchez and the late Aquiles
Montoya from the UCA; sociologist Carlos Ramos and the late economist Carlos
Briones from FLACSO; and politics and law professor and former FMLN peace ne-
gotiator Dagoberto Gutiérrez from the Lutheran University. Their insight provided
a significant contribution to my project, especially for delineating the historical and
current dynamics of oligarchic rule. Their knowledge was also helpful in tracing the
social, economic, and political road-maps that were used by the dominant power
bloc this study eventually labeled as the TONB, specifically during the post-civil war

period.

In the third group, my interviewees came from a diverse group of civil society

organizations, NGOs, and the media. This group included social justice leaders and
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activists, trade union representatives, peasant cooperative organizers, consumer
rights researchers, student activists, and journalists. Some of these interviewees
included: four members of the leadership of the Confederacion de Federaciones
de la Reforma Agraria Salvadorefia (CONFRAS), the largest peasant organization
in the country; José Neftali Yanez, coordinator of the Confederacion Sindical de
Trabajadores y Trabajadoras de El Salvador (CSTS), the largest trade union in
El Salvador; Ana Bella Gomez, Media Liaison of the Centre for the Defence of
Consumers (CDC); César Villalona and lveth Velasco, two political economists from
Equipo Maiz, a social justice NGO that deals with social and economic issues; and
newspaper director Juan José Dalton. The modality for the interviews was based
on a pre-established questionnaire (which dealt with several issues) that | consulted
with the interviewees before-hand, but as a routine pattern, the discussion usually

ended up emphasizing the topics that the interviewee was most familiar with.

With regards to the analysis of quantitative data contained in secondary sources,
the mode for data collection involved the research of bibliography and archives in
various places of the country. These included government and ministerial offices,
university libraries, and NGO documentation centres. My research in government-
related venues began with explorations at both the National Library and the National
Archives. The main purpose of work at these institutions was to research important
historical events that were fundamental in the construction of my thesis argumen-

tation. The staff was very helpful, but | faced a major obstacle when | found out
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that the majority of the information these two places contained was not catalogued
in an systematic way, let alone computerized. The information, however, was di-
vided into major fields and topics, and this helped me narrow down my research
parameters. For several weeks | manually searched through some of the areas
where | thought | would find relevant information, and in the end | did find some
important data. This was mainly of historical character and had to do mostly with

old newspapers and government publications.

The most important sources of bibliographic and archival research were uni-
versity libraries. | conducted research at the libraries of the two largest and most
reputable universities, the National University and the Jesuit-run Central American
University (UCA), as well as the smaller documentation centre of FLACSO, the in-
stitution that hosted me during my fieldwork tenure. The material | managed to
compile was extremely valuable because most came from journals and books that,
first, were published in the 1960s, 1970s and 1980s and are discontinued, and sec-
ond, are all in Spanish and cannot be easily found in North America. Specifically,
| benefited tremendously in terms of theoretical and conceptual elements that as-
sisted me in building my own theoretical framework. Important works sponsored by
the Consejo Latinoamericano de Ciencias Sociales (CLACSO) deserve a special

mention.

The research of secondary sources consumed a great deal of time since the

main journals | needed to check were not catalogued in terms of article title and/or
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author. Therefore, | had to check one by one all of these journals, some of them
spanning a time frame of two, three, and even four decades. This was time well
spent given the wealth of articles | was able to find (note: | had the references
of some articles, which allowed me to go directly to the source, but many more
were found via a meticulous search of individual journals). | also found important
books on El Salvador’s history, political economy, politics, civil war, and post-civil
war dynamics. Finally, | was able to consult the documentation centres of several
NGOs, peasant organizations, and trade unions that were kind enough to allow
me to browse through their collections. Important documents were found in these
places, mainly material dealing with the post-civil war situation and the challenges
faced by the working class. This material came in the form of reports, working

papers, and popular education booklets.
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2 Towards a Theoretical Grounding of “The
Oligarchic”: Class, Capitalist Development, and the

TONB

The principal objective of this chapter is to formulate a theoretical framework to
conceptualize the character and mechanics of the reconfigured dominant class in
post-civil war El Salvador. This conceptualization exercise will revolve around the
concept of “class” and its political and socioeconomic implications in regard to power
and domination, two areas of analysis that resonate deeply in the history of El Sal-
vador. The country has been characterized by a very specific and extreme case of
social formation whereby a very small group of families has ruled the country un-
interruptedly since the late nineteenth century. In 2012, this group of families, with
some modifications and additions in the last few decades, continues to rule the
country virtually unopposed. The economic orientation of this class has evolved
since 1989, exchanging its historical agrarian and coffee-based roots in favour of a

finance-oriented and neoliberal character, but its relation to the state and society as
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a whole remains fundamentally intact with respect to the way it was a century ago.
Here is where the “uniqueness” of the Salvadoran case rests: a historical class that
has been able to reconfigure a specific mechanism of rule by readapting its forms

of domination to changing circumstances both domestically and internationally.

A fundamental element of the uniqueness of the Salvadoran case is the char-
acteristic of the “oligarchic.” For one century, El Salvador was ruled by a coffee
oligarchy that displayed very specific characteristics and exercised an exception-
ally rigid form of domination in which privilege and destitution interacted in their
extreme forms. Itis not enough to call this class “dominant” or simply an “elite”: the
Salvadoran ruling class displays an additional qualification, that of the “oligarchic,”
that permeates the ways in which it has behaved politically and economically for
more than one hundred and thirty years. In other words, this specific and extreme
social formation needs to be understood as a closed and exclusive class that ruled
virtually unchallenged, both from domestic and external factors, for many decades.
This specificity is embodied in the concept of “oligarchy,” and in fact, the term “cof-
fee oligarchy” has been used in the literature to describe the Salvadoran ruling class
up to the beginning of the civil war in the early 1980s. Yet, the term “oligarchy” con-
tinues to effectively describe the nature of the reconfigured post-civil war dominant
class, especially when it comes to its relation to the body politic and its views on
wealth accumulation and distribution. This chapter will attempt to properly anchor

this “extreme trait” in order to make it consistent with the nature of this reconfigured
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class.

In this context, the concept of “oligarchy” needs to be anchored in a thorough
historical analysis of its significance and transversally related to the theoretical pre-
cepts of transnational neoliberalism and its formulation as a class project, as pro-
posed by Harvey (2005). This dissertation is concerned with the conceptualization
of the reconstituted post-1989 ruling class in El Salvador, and the primary idea is
to propose a hybrid conceptualization that includes the still relevant historical traits
(oligarchy) and the most recent developments in world capitalism (transnational ne-
oliberalism). After the theoretical grounding of the term oligarchy is established, it
will be pivotal to develop the theoretical pillars of the neoliberal component of the
conceptual hybrid we are concerned with. That is, the Salvadoran coffee oligarchy,
faced with internal and external challenges, adopted the neoliberal creed as the in-
strument to reconfigure its domination at a time when agrarian-based exports were
on the decline and the neoliberal shift to finance and services was on the rise. In
this sense, the Salvadoran oligarchy has been successful in its attempt to recreate
itself and adapt to neoliberalism in such a way that its historical domination has
been reconstituted and its power has been exponentially multiplied. Class, as ar-
gued by E.P. Thompson (1963) and Ellen M. Wood (1995), is best understood as a
dynamic process of formation that is ever-changing, and this phenomenon is clearly

reflected by the reconfigured Salvadoran oligarchy.

It is at this juncture where the introduction of transnational neoliberalism, con-
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ceived as the ideological scheme designed to restore a class project at a global
level, becomes a fundamental tool to conceptualize this new “oligarchic class.” Af-
ter the theoretical grounding of the “oligarchic” has been established to understand
the historical underpinnings of El Salvador’s class formation patterns, transnational
neoliberalism will provide the political economic foundation to construct the sec-
ond pillar of our conceptual project, which is inexorably linked to the dynamics of
global capitalist development in the last thirty years. Needless to say, the imple-
mentation of neoliberal structural adjustment, based on the model espoused by the
so-called Washington Consensus and spread globally by the World Bank and the
International Monetary Fund (IMF), among other international financial institutions
(IFls), has allowed the national oligarchy in El Salvador to reinforce its oligarchic
domination, as opposed to facilitating changes in the power structure. At the same
time, neoliberalism has led this reconfigured class into a stage of transnationaliza-
tion whereby it has become a Central American powerhouse in capital and invest-
ment and increasingly functions as an important player integrated into the circuits

of transnational capitalism.

Therefore, the theoretical/conceptual framework this chapter is seeking to for-
mulate in order to contribute to the understanding of the new dominant class in El
Salvador involves four interconnected components. First, the point of departure
deals with the analysis of class as a dynamic force that reconstitutes itself based

on the changing trends of capitalist development and the power structure, a pro-
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cess that, in turn, allows for the reconfiguration of societal mechanisms of rule.
Second, the Salvadoran class formation embodies an “additional qualification” re-
quired to properly understand the evolution of domination and social relations in
the country, namely, the concept of the “oligarchic.” As mentioned before, the ex-
treme Salvadoran class formation case is characterized by the sustained rule of a
small family-based class that still rules in 2012, and the concept of the “oligarchic”
represents an important tool to conceptualize the evolution of class relations in the

country.

Third, a theoretical treatment of transnational neoliberalism will provide our
conceptualization exercise with two important analytical tools: first, the introduc-
tion of transnational neoliberalism as a mechanism for the reconstitution of class
domination within the framework of global capitalism, which will serve as a point
of departure to complement the historical/oligarchic component of the reconfigured
Salvadoran ruling class; second, and tightly linked to the first aspect, the utiliza-
tion of the precepts and policies of transnational neoliberalism by domestic elites
(in our case, peripheral domestic elites) as the ideological and operational strategy
to reconfigure their rule locally, based on their adaptation to the requirements and
characteristics of neoliberal political economy. Fourth, one of these characteristics
has been identified as a process of transnationalization whereby local elites tran-
scend their national frontiers and become regional players with important economic

clout and investment capabilities.
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Taking all these four elements as the ingredients of a theoretical formula that
seeks to understand a specific social and class formation, and loyal to a political
science tradition to propose concepts to facilitate this understanding, this chapter
will propose that the reconfigured dominant class that emerged in post-civil war
El Salvador can be conceptualized as a Transnationalized Oligarchic Neoliberal
Bloc (TONB). This theoretical proposal involves the hybrid conceptual framework
that was mentioned above: “the oligarchic” refers to the historical characteristics of
the Salvadoran dominant class that are still relevant in 2012, while “the neoliberal”
refers to the reconfigured political economic component that this class appropri-
ated as a way to reconfigure its historical domination, based on the precepts of a
transnational ideologically-based class project that ended up having a global scope.
Categorizing this reconfigured class only as a “neoliberal bourgeoisie” or a “neolib-
eral elite” would miss the forest for the trees: the specific and extreme Salvadoran
class formation requires the inclusion of the “oligarchic” because this concept best
describes the character of a class that has remained almost unchanged when it
comes to its perception of, and relation to, the state, the economy, the appropria-
tion of surplus, and wealth distribution, even if its political economic mentality and
sites of accumulation changed in the last couple of decades. The transnational-
ized aspect is important because neoliberalism does not necessarily imply that a
class will move beyond its national borders; yet, in the Salvadoran case this has

happened uninterruptedly since 2001.
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The TONB, therefore, proposes the reconfiguration of a specific class forma-
tion that retains its historical character but simultaneously adopts the “modernizing”
features of transnational neoliberalism in order to reconstitute its historical domina-
tion and reinforce its economic and political power, both nationally and regionally.
The unigueness of the Salvadoran class formation patterns has to be highlighted:
the current TONB has its roots in the coffee oligarchy that ruled the country for
roughly one century, and although there have been changes through the years, its
core remains essentially intact. Moreover, this class never faced encroachment
from transnational capital until the neoliberal reforms were implemented during the
1990s, and the coffee-based sector, the backbone of the economy until the late
1970s, was fully controlled by national interests linked to the local oligarchy. After
neoliberal policies were implemented, those who benefited almost exclusively from
them belonged to this very same exclusive clique. Thus, there is a unique kind of
class formation continuity in El Salvador, with a discontinuity in regards to the politi-
cal economic orientation of the reconfigured ruling class (from agrarian to financial),
and it is precisely this continuity/discontinuity dichotomy which this chapter, relying

on the theorization of the TONB, will seek to conceptualize.
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2.1 The Importance of Conceptualizing Class Formation

David Camfield proposes that a good platform to launch the discussion on the signif-
icance of the concept of class, both in its historical and socioeconomic dimensions,
is to explore what he calls the “best” definition of the “lot” that have been offered
following the teachings of Marx.® Camfield references G.E.M. de Ste. Croix’s defi-

nition,

Class (essentially a relationship) is the collective social expression of
the fact of exploitation, the way in which exploitation is embodied in a
social structure. By exploitation | mean the appropriation of part of the
product of the labour of others: in a commodity-producing society this is
the appropriation of what Marx called ‘surplus value.’ A class (a particular
class) is a group of persons in a community identified by their position
in the whole system of social production, defined above all according
to their relationship (primarily in terms of the degree of ownership or
control) to the conditions of production (that is to say, the means and
labour of production) and to other classes...The individuals constituting
a given class may or may not be wholly or partly conscious of their own
identity and common interests as a class, and they may or may not feel
antagonism towards members of other classes as such.*

This lengthy quote raises several analytical elements that are relevant to our study.
First, there is a reference to exploitation and social conflict, two innate character-
istics of the capitalist mode of production. Second, the idea of “class identity” is

raised, and in this realization individuals recognize their position in the social arena

3David Camfield, “Re-Orienting Class Analysis: Working Classes as Historical Formations,” Sci-
ence & Society 68, no.4 (Winter 2004/2005): 422.

4G. E. M de Ste. Croix, Class Struggle in the Ancient Greek World: From the Archaic Age to the
Arab Conquests (London: Duckworth, 1981), 43-44.
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based on the productive traits they share with others in a similar situation, although
this identification may be ambiguous, socially and otherwise. There are two inter-
related factors, one objective and one subjective, which complement each other to

initially delineate the multifaceted dimensions of class.

However, these rather abstract conceptualizations, Camfield argues, should
be critically engaged to dissect their shortcomings as “the danger with even the best
of these definitions is that they have been used as the basis for notions of class as
a synchronic structure or set of ‘empty places’.” The concept of class is portrayed
as a given “structural-locational” unit of analysis that suggests a naturalistic inter-
pretation of social formations, in the sense that these follow a mechanical evolution
that just makes them “appear” in a specific social and economic setting.® Class,
thus, must be conceived as a dynamic concept that develops immersed in the mul-
tidimensional realities of social activity and is formed rather than merely assigned,
given that “class formations develop from the relations people have to the condi-
tions of production and other classes.” There is a complex set of circumstances
that has to be taken into account to conceptualize class as a formation, meaning
it responds to a specific social reality that is vibrant and continually changing. But
in order to arrive at that conceptual stage, our analysis must begin with Marx and

then continue with other authors who endeavoured to theorize class in the “Marxist

5Camfield, “Re-Orienting,” 423.
5|bid.
Tibid., 424.
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tradition.”

In Volume Il of Capital, Karl Marx wrote “it is in each case the direct relation-
ship of the owners of the conditions of production to the immediate producers...in
which we find the innermost secret, the hidden basis of the entire social edifice...”
Marx was making a direct reference to the central importance that the concept of
class had for both his general critique of capitalism and his interpretation of history
as a process characterized by the constant struggle between different segments
of society. But the concept of class was never theorized in a systematic way by
Marx, and it was treated rather as an intrinsic characteristic of the capitalist mode
of production. In the German Ideology, Marx and Engels claimed that “class itself
is a product of the bourgeoisie,” meaning that the concept of class had to be un-
derstood as a specific feature of the inherent conflicts of capitalism.® There is an
underlying assumption that the historical evolution of humanity had been perme-
ated by class antagonisms since the early tribal societies, but that class struggle,
conceived as the engine of human history, had reached its ultimate manifestation
in the context of industrial capitalism and the conflict between the bourgeoisie and

the proletariat.

8Karl Marx, Capital: A Critique of Political Economy, Volume lil, Trans. David Fernbach (London:
Penguin Books, 1991), 927.

9Karl Marx and Frederick Engels, The German Ideology, ed. C.J. Arthur (London: International
Publishers, 1970), 84.
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In the Manifesto of the Communist Party, Marx and Engels highlighted the cen-
trality of class to their interpretation of history by arguing that “in the earlier epochs
of history, we find almost everywhere a complicated arrangement of society into
various orders, a manifold gradation of social rank,” and then went on to contrast
this ancient social division with the “distinctive feature” of the “bourgeois epoch” in
which class antagonisms had boiled down to the well-demarcated dialectics of the
capitalist mode of production.’® Class differences had existed ever since human
societies organized themselves into hierarchical structures and the productive di-
mension of a particular social order began to display a tiered order comprised of
identifiable “winners and losers.” There are questions that emerge when this analy-
sis is engaged with a more critical approach, such as the concrete conceptualization
of classes in pre-capitalist societies, the ways in which their struggle developed, and
the obvious existence of a third layer (i.e. the middle class) in industrial capitalist
societies. Yet, for Marx and Engels class was not a unit of analysis that required a
thorough explanation with well-established characteristics. Rather, it represented
an interpretative instrument that was central in elucidating the evolution of human

societies and a compass to forecast their future orientation.

But a more careful examination of Marxist texts leads to more concrete ref-
erences to the concept of class and the complexities it clearly entails. In the 718th

Brumaire of Louis Bonaparte Marx claimed,

10Kari Marx and Frederick Engels, “The Manifesto of the Communist Party,” in The Marx-Engels
Reader, 2nd Edition, ed. Robert C. Tucker (New York: W.W. Norton & Company, 1978), 474.
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In so far as millions of families live under economic conditions of exis-
tence that divide their mode of life, their interests and their culture from
those of other classes, and put them in hostile contrast to the latter,
they form a class. In so far as there is merely a local interconnection
among these small peasants, and the identity of their interests begets
no unity, no national union and no political organization, they do not form
a class."

The first and foremost characteristic of a class that is revealed in this quote is the
supremacy of the economic/material status shared by a particular collectivity and
that serves as a common ground to set the “boundaries of class.” Second, there is
a reference to class identity, or the perception by the members of a class that their
interests and future prospects are inescapably tied to the fortunes (or misfortunes)
of the collective body to which they belong. That is, the sense of belonging is con-
ditioned by the shared productive-economic characteristics that define and shape
both the interests and the antagonists of those interests. Class consciousness is

the logical next step, but this aspect will be analyzed more thoroughly below.

The third aspect, and perhaps the most important of all, is that of class strug-
gle. In the Poverty of Philosophy, Marx formulated a series of categorizations that
help us shed light into the intricacies of class struggle and its objective realization

in the social arena:

Economic condition had in the first place transformed the mass of the
people into workers. The domination of capital created the common sit-
uation and the common interests of this class. Thus this mass is already

"Karl Marx, “The Eighteenth Brumaire of Louis Bonaparte,” in The Marx-Engels Reader, 2nd
Edition, ed. Robert C. Tucker (New York: W.W. Norton & Company, 1978), 608.
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a class in relation to capital, but not yet a class for itself. In the strug-
gle, of which we have only indicated a few phases, this mass unites and
forms into a class for itself. The interests which it defends become class
interests. 2

Several important aspects of this quote require further examination. In the first in-
stance, Marx confirms that it is under capitalism when class struggle reaches its
historical pinnacle, suggesting that struggle may have existed in pre-capitalist so-
cieties but not as organized and well-demarcated as during the “bourgeois epoch.”
Secondly, the concept of “class interest” acquires a pivotal condition, not only be-
cause it encapsulates a subjective realization dealing with a common class condi-
tion, but also because it serves as a cornerstone for action. Finally, class represents
a vehicle that leads to social change through class struggle, and this change would

inevitable involve the move to a classless communist society.

It is at this stage where the concept of class consciousness provides an ad-
ditional piece in the puzzle to understand the dynamics of class. For Marx, class
consciousness is not a given feature that simply arrives with the advent of capi-
talism, but rather, it represents a “subjective construction” that is moulded on the
basis of the social interactions of everyday life and by sharing and discussing the
vicissitudes of economic life and the challenges that await in the road ahead to
bring about change. And it is the prospect of change which eventually transforms

the proletariat into the vanguard revolutionary force that will overthrow the capital-

2Karl Marx, The Poverty of Philosophy: Answer to the Philosophy of Poverty of M. Proudhon
(Moscow: Progress Publishers, 1955), 150.
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ist system and set the foundations for the establishment of a new and permanent
classless society. The proletariat becomes the primary agent of social change,
but not necessarily in a predetermined fashion: the vanguard class (juxtaposed to
the reactionary bourgeois class) is transformed from a class of itself into a class
for itself through the collective accumulation of individuals’ social, economic, and
political experiences while they are engaged in their roles as part of the capitalist
process of production. The concept of class, through conflict and mediated in the
social arena by consciousness, acquires a historical dimension that requires action
and change as subjective realizations that must eventually facilitate an objective
social transformation with universal scope (that is, facilitate the overturning of all

forms of oppression).

To sum up this initial examination of the concept of class as found in Marx,
three analytical features must be emphasized. First, the concept of class ought to
be considered a primary analytical tool to properly understand the dynamics of cap-
italist social relations, and although pre-capitalist societies did not possess classes
in the strict sense of the concept (mainly due to the absence of private property as
a feature of a commodity-producing society), the conflicts between social segments

served as the driving force that facilitated historical evolution.’® Second, class in-

13Lukécs (1971) argued that pre-capitalist societies were entangled with other kinds of hierar-
chies, such as castes and estates, and this difference played a major role in the definition of class
consciousness and the actualization of class conflict. The economic dimension of pre-capitalist
societies was intertwined with often overriding political and religious factors, and this “inextricable
union” made them less cohesive than capitalist societies insofar as class consciousness could not
be achieved in a “clear way”" given the “naturalistic” character of economic life. Despite these differ-
ences, class consciousness and conflict were present in these pre-capitalist settings, even if in an
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volves a subjective element that could be categorized as “class interest” shaped and
developed by class consciousness; that is to say, a collectivity assumes its roles
within the context of a society’s mode of production to nurture an identity based on
the material conditions it collectively endures. Thirdly, class also involves an objec-
tive component that deals with the idea of social change and the transformation of
a class, i.e. the proletariat, into the central agent of revolution and epochal change
(interestingly enough a change toward a classless society). For Marx, the concept
of class could not be detached from the imperative of change as an integral feature
of history’s progression, and it is in this underlying context where class as a unit
of analysis finds its initial relevance for the study that is being elaborated in this

dissertation.

E.P. Thompson proposed a more encompassing vantage point to explore the
concept of class. For this British Marxist historian, class had to be interpreted as an
active and dynamic force conditioned by the historical realities that permeated its
evolution. The title of his most renowned book, The Making of the British Working
Class, denotes the idea that class is a concept that is in permanent motion and is
sensitive to the constant changes taking place in a particular society, as “the working
class did not rise like the sun at an appropriate time. It was present at its own mak-

ing.”** E.P. Thompson proposed that class could not be understood at its fullest if it

unconscious way and not necessarily articulated in purely economic terms.
Y4E P. Thompson, The Making of the British Working Class (New York: Vintage Books, 1963), 9.
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was disconnected from the concrete historical processes that surrounded its devel-
opment. He continues, “by class | understand an historical phenomenon, unifying
a number of disparate and seemingly unconnected events...I do not see class as
a ‘structure,’ nor even as a ‘category,’ but as something which in fact happens...in
human relationships.”*® The task of allocating class with a material grounding be-
gins with the rather simple formulation that class cannot be conceived outside the
workings of human (and social) relations; class involves “real people” who interact
" in a “real context” to create a specific social setting in which these interactions take

place.'®

E.P. Thompson emphasized the need to interpret class as a “historical phe-
nomenon” because it is the process rather than the category which elucidates the
analysis; what matters is the relation in real time (nurtured and developed as part
of a historical process) as opposed to a mere location.'” He adds, “class happens
when some men, as a result of common experiences (inherited or shared), feel and
articulate the identity of their interests as between themselves, and as against other
men whose interests are different from (and usually opposed to) theirs.”'® This is
a pivotal statement for two reasons. First, because it evokes Marx's precepts in

regards to the interaction between objective and subjective factors to demarcate

Sibid.
®1bid.
7bid.
Blbid.
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the individual and social boundaries of class (obviously under a capitalist mode
of production). There is an objective reality that can define a personal realization
(not always unambiguously), which in turn becomes part of a collective conscious-
ness. Second, and more important, Thompson's choice of words, especially when
he writes “happens” instead of the simpler “is,” indicates that class is not a static
concept that is detached from “real time” and, in fact, is “forming” on the dynamics

of both human and social transformative processes.

There is an additional element in E.P. Thompson’s analysis that strengthens
the overall argument. He claims, “the class experience is largely determined by
the productive relations into which men are born or enter involuntarily.”"® In other
words, class is not an empty denomination that is divorced from the “real time”
alluded to above, and in fact it has a productive-material basis that under capi-
talism constitutes the roots of class struggle. E. P. Thompson continues, “class-
consciousness is the way in which these experiences are handled in cultural terms:
embodied in traditions, value-systems, ideas, and institutional forms.”?® Therefore,
class-consciousness is a response to the specific social, material, and cultural cir-
cumstances that a worker, or anyone else for that matter, must assume and live
with. Yet, class-consciousness cannot be relegated to a “simple reflection of a re-

lation to the means of production™' and should not be a pre-determined designa-

9bid.
201bid., 10.
2iCamfield, “Re-Orienting,” 434
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tion dispensed by a “party, sect, or theorist.”?? For E.P. Thompson class is a lively
concept that reflects a complex array of realities, both historical and existing, and
cannot be deemed static or interpreted through reductionist lenses; it is men who
continuously make it and revitalize it. He concludes by saying, “class is defined by

these men as they live their own history, and, in the end, this is the only definition.”

In a later text, included in The Poverty of Theory and Other Essays collection,
E.P. Thompson reiterates his position on class by saying, “...class is a social and
cultural formation (often finding institutional expression) which cannot be defined
abstractly, or in isolation, but only in terms of relationships with other classes; and
ultimately the definition can only be made in the medium of time."?* The key words in
this quote are “formation” and “time.” The first word indicates that class signifies the
result of an ongoing process that is not bound to fixed precepts and assumptions, no
matter if these are instructed by the “vanguard,” and as such has to be understood
as this dynamic force E.P. Thompson had already suggested fifteen years earlier.
The second word echoes Thompson's emphasis on class as a process that realizes
itself within the parameters of a specific social reality but remains dynamic and sub-
ject to changes, both objective and subjective. E.P. Thompson views class as “very

loosely defined set of people” who share “experiences” and “interests,” and “have

22Thompson, The Making, 10.
ZB1bid., 11.

24E.P. Thompson, “The Peculiarities of the English,” in The Poverty of Theory and Other Essays
(New York: Monthly Review Press, 1978), 295.
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a disposition to behave as a class,” but do so as part of an objective reality under a
productive system that simultaneously awakens the subjective aspects mentioned

before.?

There is a final text in which E.P. Thompson states his views on class as a “his-
torical category” with far-reaching conceptual implications. In the article Eighteenth-

Century English Society: Class Struggle Without Class, E.P. Thompson stated,

it is true that class in its modern usage arises within nineteenth-century
industrial capitalist society. That is, class in its modern usage only be-
came available to the cognitive system of the people then living at that
time. Hence the concept not only enables us to organize and analyze
the evidence; it is also, in a new sense,present in the evidence itself
...We can observe in industrial Britain or France or Germany, class in-
stitutions, class parties, class structures, etc. This historical evidence
has in its turn given rise to the mature concept of class and has, to some
degree, marked it with its own historical specificity.?

E.P. Thompson vindicates Marx’s idea that class as such acquired its fully-developed
form with the advent of industrial capitalism, and this fact is itself an illustration of
the historical character of the concept. But there is also the “heuristic or analytical
category” use of the concept of class, which is used to explain the social divisions
of pre-capitalist societies.?” Why is it important to point this out? It is important be-
cause in the “historical formation of class” there have always been groups of people

that behave as a class would, but it was only in the capitalist mode of production

Bbid,

26g.P. Thompson, “Eighteenth-Century English Society: Class Struggle Without Class?,” Social
History 3, no.2 (May 1978): 148.

27Ibid., 148-49.
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when class identity and class consciousness were used not only as a subjective-
personal attribute, but also as a driving force for change. This does not signify the
end of the class formation process, but rather the emergence of a new phase in
which social change and the elimination of exploitative social relations becomes

the principal objective.

E.P. Thompson adds, “[as people] experience exploitation (or the need to
maintain power over those whom they exploit) they identify points of antagonis-
tic interest, they commence to struggle around these issues and in the process of
struggling, they discover themselves as classes...class and class consciousness
are always the last, not the first, stage in the real historical process.”?® Once again,
there is a reference to the concept of class as a dynamic force that never comes
up randomly but instead follows a process of historical evolution that at the same
time crystallizes in the context of specific social and economic realities. Following
Marx, class consciousness leads to class struggle, but these two elements should
be conceptualized as forming part of the same process that, in turn, is played out
objectively in a concrete economic system and the social relations it entails. For
Camfield, “this explains why Thompson sees class struggle as both prior to class,
and more universal.”® The economic dimension of a specific social order is recog-

nized by Thompson as central to the understanding of class, as class formations

281hid., 149.
29Camfield, “Re-Orienting,” 436.
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are inexorably tied to productive relations; where exploitation occurs, there is class
struggle (both in pre-capitalist and capitalist societies), and thus, the possibility of
change, understood as an element of a historical formation, is part of the analytical

equation.

How can E.P. Thompson's ideas on class be summarized to fit the purposes
of this dissertation’s conceptual exercise? First and foremost, the most compre-
hensive way of understanding class deals with its conceptualization as a vibrant
force that is constantly in motion based on the historical processes that character-
ize it and the specific social setting that nurtures its development. Second, class
must be understood as a “historical formation” that is constructed by human beings
themselves, and as such, it has the ability to adapt to new social and productive set-
tings relying on class consciousness and identity; it is a structured process, but it
also denotes a relationship that adapts to varying social realities. Third, class strug-
gle represents a central component of the concept of class because it involves the
identification of class antagonisms whereby specific interests are advanced in op-
position to those of other classes’; class struggle is an engine in the making of class
as a vibrant force because it stimulates change and inspires social transformations.
Finally, the concept of class, as stated above, involves the interaction of both ob-
jective and subjective elements, but this relationship is anchored in the productive
foundations of society. Camfield sums it up eloquently: “How class formations de-

velop in time within an array of social relations is the real question, the process
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demanding historical inquiry.”3°

Ellen Meiksins Wood provides insight into E.P. Thompson’s conceptualiza-
tion of class and formulates a series of clarifications in regards to the “objective-
subjective” interaction that he alludes to throughout his discussion on class. E.P.
Thompson faced sharp criticism for his alleged underestimation of objective condi-
tions when it came to his formulation of class dynamics, and for his belief that class
should be conceived in a multidimensional fashion and not bound solely to relations
of production. For E.P. Thompson, his critics would say, there is no class (conceived
objectively), in the absence of class consciousness (or a subjective attribute).3! As
noted above, E.P. Thompson argued that class is formed by human beings them-
selves through their daily interactions within the framework of a concrete socioe-
conomic reality, and these interactions involved ideas, interests, aspirations, and
cultural aspects, among other elements. And it was this “non-reductive” notion of
class that his critics referenced as E.P. Thompson’s main argumentative weakness,
because this position led him to “reject the structural definition of class” and instead
to base his analysis on class consciousness and “culture” rather than relations of

production.3?

30bid.

31Ellen Meiksins Wood, Democracy Against Capitalism (Cambridge: Cambridge University Press,
1995), 78.

32)hid., 77-78.
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Wood undertakes a defense of E.P. Thompson by initially arguing that class
should be considered a “relation between appropriators and producers,” as op-
posed to a mere “location,” and it is the former which corresponds to Marx’s “social-
historical conception.”*® Wood continues arguing against his critics by saying that,
“the great strength of Thompson's conception of class is that it is capable of rec-
ognizing, and giving an account of, the operations of class in the absence of class-
consciousness...”* This is an important clarification: because E.P. Thompson viewed
class as a historical formation, it could not be conceived outside of history and the
specific multifaceted realities that make up each historical stage, and as such, a
theory (of class) cannot be expected to “accommodate historical categories.”® In
other words, the objective imperatives of the capitalist mode of production and the
dynamics of its concrete social relations are just the beginning in the analysis on
a specific case of social formation based on its own terms. A mode of production
is not a class formation in itself, but just an element of the latter. Simply “locating”
a class within the capitalist mode of production would devalue the Marxist precept
that class is a historical formation that needs to be explained as such, and this task

invariably involves more than just the “objective” features of production relations.®

33Ibid., 76.
*Ibid., 79.
%1bid.

*|bid., 81.
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This apparent dichotomy led E.P. Thompson'’s critics to accuse him of “vol-
untarism and subjectivism...because he refuses to relegate the process of class
formation, which is his central concern, to a sphere of mere contingency and sub-
jectivity set apart from the sphere of ‘objective’ material determination.” Structured
processes are not necessarily incompatible with the dynamism of historical evolu-
tion, and thus, “...[E.P.] Thompson, taking seriously the principles of historical ma-
terialism and its conception of materially structured historical processes, treats the
process of class formation as a historical process shaped by the logic of material
determinations.”® Wood's clearly open defense of E.P. Thompson's conceptualiza-
tion of class is relevant to this dissertation’s purposes insofar as the accusations
of vulgar reductionisms are dispersed precisely because E.P. Thompson sustains
“class as a relationship and a process, to be observed over time as a pattern of
social relations, institutions, and values. Class, in other words, is a phenomenon
which is visible only in process.”® By seeing class as a process immune to arbi-
trary categories, and as a formation that is dynamic and reflects the specific reality
of the times, an important first element has been identified in order to start the con-
ceptualization of the reconfigured dominant class in El Salvador, which has indeed
changed over time and keeps “forming” in relationship to changing realities, both

internally and internationally.

%ibid.
8bid.
ibid.
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This analysis begs the question: Can ruling classes, the appropriators, fit
within this discussion of class? Needless to say, what has been discussed so
far involves the underlying examination of the “formation” of the working class un-
der capitalism, or the subaltern groups in pre-capitalist societies. Coming from the
Marxist tradition, it is not surprising that the emphasis has been placed on the expe-
rience of the producers and the exploited (especially because it is from within this
segment that revolution will emerge and develop), but it can be argued, based on
deductive grounds, that the same analysis could be applied to the evolution of the
ruling appropriator classes. These classes also display a dynamic character when
it comes to adapting to changing social and economic realities, manage to foster
a class identity that eventually leads to class-consciousness, and are participants
in the class struggle scenario (although their role is not to make the revolution but
to prevent it). These classes have also experienced a process of “historical forma-
tion;” yet, their experience has taken place on the other side of the socioeconomic

fence.

In this sense, the evolution of a class formation, which takes place within a
historical cycle and is never devoid of an antagonistic counterpart (following the
Marxist tradition), is therefore a dialectical process. It would be unthinkable to as-
sume that the formation of a working class was not accompanied by an identical
process on the side of the exploiters. If there is no antagonistic force that at the

same time gives meaning to the concept of class struggle, how can revolution and
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a transition to socialism be properly conceived? We make reference to these impor-
tant Marxist terms to emphasize that the analysis of class provided by Marx and the
other Marxist authors reviewed in this chapter so far, inevitably applies to the par-
allel class formation patterns at the top of the productive ladder. This dissertation
is concerned with the theoretical conceptualization of El Salvador’s reconfigured
dominant class, renewed and reinforced under the dynamics of transnational ne-
oliberalism, and the analysis undertaken so far provides us with a point of departure
to begin the quest towards that theoretical-conceptual goal. El Salvador represents
an “extreme” case of social formation, and the arguments reviewed up to this point,
especially Thompson's idea of viewing class as a process that implies a constant
formation, will help us chart the specific characteristics of this “special” dominant

class.

Taking all these theoretical-conceptual derivations into consideration, the fol-
lowing three summary points will hopefully provide our “conceptual exercise” with
important tools to engage the extreme case of El Salvador’s dominant social for-

mation:

1. The concept of class is an analytical instrument that is helpful for the under-
standing of social relations and to grasp the ways in which power and domina-
tion are distributed and exercised in a particular society and under a specific

historical period.
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2. Class has to be considered a historical formation, a structured process, and
a human relationship. These three characteristics make it a vibrant and con-
stantly shifting unit of analysis that is conditioned by the changes that take
place within the realm of social relations and the productive and societal cir-
cumstances that surround it. Class is not a static concept assigned randomly
or arbitrarily to a particular social reality. Therefore, the dynamism of this con-
cept allows for its theoretical use (especially for the conceptual purposes of
this dissertation, insofar as classes have the ability, and the need, to adapt to

changing circumstances, both objectively and subjectively).

3. In the case of El Salvador, this conception of class represents a fundamen-
tal element to accurately conceptualize the evolution of the country’s power
structure, and the injustices it entails, up to the post-civil war period and the
twenty-first century. The unique social formation in El Salvador in which a very
small number of families has ruled the country without major opposition since
the 1880s makes it imperative to use a class analysis in order to encompass
the depth and scope of a rigid mechanism of rule that has been reproduced
with more intensity after a strong challenge from below. This class formation
has seen a particular oligarchic class rule the country uninterruptedly since the
end of the nineteenth-century, adapting itself, as a dynamic force, to internal

and external changes but also harbouring important continuities.
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As E.P. Thomson proposed, it would be a mistake to consider class as a fixed
category that is disconnected from the constant fluctuations of history and the trans-
formations in social and economic orders. Class, as a force that provokes and also
necessitates change, is shaped in time and develops based on human relation-
ships. The reconfigured dominant class in El Salvador is a clear reflection of this
“structural process” and “historical formation,” but why exactly have we categorized
it as an “extreme social formation”? The Salvadoran dominant class formation has
been characterized by an “oligarchic” character that remains essentially unchanged
in many ways even after the dominant class adopted neoliberalism as its economic
compass during the post-civil war period. It is precisely this specific additional qual-
ification which makes the Salvadoran case a unique case to study, especially when
virtually the same class nucleus that ruled the country in the 1880s still does in

2012.

It could be argued that the term oligarchy is not appropriate when analyzing
class formation under capitalism, even if in the periphery, and that other terminol-
ogy, from “elites” to the more common “bourgeoisie,” could suffice to conceptualize
the appropriator class. We believe that the term oligarchy should not be overlooked
and in fact should be included in the theoretical approach to understand the recon-
figured dominant class in El Salvador. It provides an additional analytical tool to fully
comprehend this class’ vision on the economic system, the role of the state, the ap-

propriation of surplus, the distribution of wealth, and the conduct of international
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relations. Moreover, this class has historically displayed concrete characteristics in
regards to a compact family nucleus that controls state decision-making, the mode
of governance and of “making politics,” the country’s concrete roles in the interna-
tional markets, and the alliances it has made to retain its power. It will be the objec-
tive of the next section of this chapter to attempt the conceptual grounding of what
has been called “the oligarchic” in order to substantiate the claim of El Salvador’s
“extreme social formation” and to add an additional analytical component that will

elucidate our understanding of this class we have endeavoured to conceptualize.

2.2 The “Additional Qualification”: Understanding the

“Oligarchy” and Its Significance to the Salvadoran Case

The political and socioeconomic significance of the term “oligarchy” has not been
“studied systematically by the literature focused on peripheral societies. Moreover,
the theoretical treatment this term has received is not extensive and, in fact, has
been superficial at best. However, the term “oligarchy” has been used extensively
in the study of El Salvador’s history, especially to describe the coffee elite, and
it has been referenced interchangeably with the more colloquial catorce families
(fourteen families). In this context, oligarchy has been relegated to a descriptive
category with a “taken-for-granted” character that is inseparable from the dynamics

of the country’s social formation. We believe this term, which indeed leads to impor-
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tant answers in the study of class relations in El Salvador, needs more theoretical
treatment in order to understand both its historical significance and to elucidate its
importance during neoliberal times. Dependency thinkers theorized peripheral rul-
ing elites in general terms without considering the specificities of each country and
proposed concepts like Lumpenbourgeoisie (Frank) and Dependent Bourgeoisies
(Cardoso).4® These terms were designed to address in a broad perspective the
peripheral elites and ignored “oligarchy” altogether, and it is our belief that the latter
needs to be “rescued” from theoretical wilderness in order to strengthen the foun-

dations of the theoretical-conceptual goal being pursued in this chapter.

As a starting point, our theoretical exploration of the term “oligarchy” will start
with the work of Marta Elena Casalls, a Spanish sociologist whose work concen-
trates on the “metamorphosis of Central American oligarchies” that began in 1990s.4!
Although Casaus’ research emphasizes the sociological study of specific oligarchic
family units and their role in the evolution and transformation of regional oligarchies
(as opposed to the more macro-social focus of political economy), there are sev-

eral aspects that are useful to our theoretical framework.#?> As a start, and as an

40Andre Gunder Frank, Lumpenbourgeoisie and Lumpendevelopment: Dependency, Class and
Politics in Latin America (New York: Monthly Review Press, 1972); Fernando H. Cardoso, “As-
sociated Dependent Development: Theoretical and Practical Implications,” in Authoritarian Brazil:
Origins, Policy, and Future, ed. A. Stepan (New Haven: Yale University Press, 1973), 149-72; and
Fernando H. Cardoso and Enzo Faletto, Dependency and Development in Latin America (Berkeley:
University of California Press, 1979).

4'Maria Elena Casaus, “La Metamorfosis de las Oligarquias Centroamericanas,” Revista Mexi-
cana de Sociologia 54, no.3 (Julio-Septiembre 1992). 69-114.

42Casaus uses a micro-oriented prosoprographic-historical analysis of the Central American oli-
garchies, focusing on the evolution of specific family networks, connected through marriage and
business links, and how they built their respective niches of economic and political power. The
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introduction to the study of reconfigured elites in the region, Casaus argues,

We believe it is important to point out that we continue to use the de-
nomination of oligarchy to characterize the Central American dominant
class given that its fundamental foundation for economic power and its
mode of political domination are anchored in the control of land, even
when this control gave rise to a process of social and economic diversi-
fication...[where land nonetheless remains] the principal component of
capital accumulation.*®

There are a few points that need further examination. First, Casaus published this
article in 1992 when the region was still in the process of overcoming civil unrest,
and neoliberalism had not been fully implemented as the basis of oligarchic recon-
figuration. This is perhaps the reason why there is an emphasis placed on the
control of land as the foundation of these classes’ economic power. However, the
historical attachment to the land and the dependence on the agro-export sector is

the first feature of “the oligarchic” as a unit of analysis.

Second, Casaus mentions a process of diversification that took place based
on the accumulation of wealth allowed by the agrarian-based model. This will be
another important feature of the “oligarchic” because, although the land-based sec-

tors were the backbone of the economic domination of these oligarchies up to the

analysis begins during the colonial times and focuses on case studies of immigrant families that
evolved to become the dominant players in the region’s oligarchic power structure. The other ana-
lytical aspect of Casaus’ study deals with the ways in which these families reconfigured themselves
to retain their political and economic power when dealing with occasional hegemonic and power
crises. Although Casaus covers the Central American oligarchies in general, the conceptual ele-
ments this chapter has chosen from her study clearly fit the concrete characteristics of the Salvado-
ran oligarchy (it would be a mistake to consider all Central American oligarchies as homogeneous
units; they share traits, but each one has its own specificities).

43Casals, “La Metamorfosis,” 69. Italics mine.
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late 1970s, they also expanded into other sectors, such as finance, commerce, light
industry, and services. This “oligarchic economic diversification” will be reviewed
more closely later in this chapter, but it is important to preliminarily draw atten-
tion to this feature because it will be useful when conceptualizing “the oligarchic,”
especially in the Salvadoran case. Casaus continues, “For the Central American
oligarchy, land continues to represent an important source of political manoeuvre
and an instrument of ‘socioeconomic sanctuary’ that guarantees a strategic retreat
in times of crisis.”** Casaus formulates an interesting point in the pre-neoliberal
times: as the renewed oligarchies tested the waters in non-traditional sectors (such
as finance and services), land remained a strategic asset that could be resorted to
in case their hegemony faced obstacles in the post-Cold War internal and external
class power reshufflings. The connection to land and the export industries is a piv-
otal component in the conceptualization of the Central American oligarchies; this
element changed with the advent of neoliberalism, but it still needs to be acknowi-

edged to understand the historical character of the Salvadoran oligarchy.

Casalis provides a conceptual basis for an additional constitutive feature of
Central American oligarchies: the existence of rigid and exclusive family nuclei
which form “extensive and intricate networks that allow them to reproduce their

power and survive periods of crisis and power vacuums.”*® Specifically, this is the

“4bid.
4Sibid., 70.
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case with the Salvadoran oligarchy, which established the foundations of its family-
based networks during the emergence and consolidation of the coffee sector in the
late nineteenth-century and ruled the country for one-hundred years. For Casaus,
there are four fundamental factors for the articulation and development of these

family networks:

1. “Their linkages through marriage links and ‘blood nexuses'.”

2. “Their relation through business and their control over the main ex-
port products.”

3. “Their geographic proximity, whether local or regional.”

4. “Their social-racial discriminatory stand against other segments of
the socioeconomic pyramid.™®

The liberal reforms of the late nineteenth-century provided the material basis
for the consolidation of the Salvadoran coffee oligarchy, and by the 1920s, this class
was comprised of a few family networks that controlled both the production and for-
export commercialization of coffee. Although the term “fourteen families” became
a euphemism to refer to this compact class, the number of families totalled roughly
forty (the historical details of this class formation will be described in chapter three).
These families eventually controlled the entirety of El Salvador’s coffee industry, and
as such, amassed the lion’s share of the wealth produced in the export economy at
the expense of the majority of the population, who had to work in a highly exploitative
plantation regime that produced massive poverty and inequalities. Needless to say,

the Salvadoran coffee oligarchy fitted the four family-based characteristics listed by

“81bid.
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Casals, and it is especially telling to see that the families that controlled the coffee
sector in the 1920s were essentially the very same networks that controlled it in
the late 1970s, only slightly modified by intra-oligarchic marriages and the addition
of a few economically mobile immigrant families. The family-based character is
the second important feature of the concept of the “oligarchic,” an element that will
also be important to remember when a more comprehensive conceptualization is

proposed at the end of this chapter.

There is one final argument from the Casals article that is relevant to this initial
stage of the analysis on the concept of oligarchy. Casals claims, “We do not agree
with the formulations made by some social scientists/researchers who categorize
the Central American oligarchies as national, metropolitan, or servile bourgeoisies,
since we believe that the transition from one faction of the class to the next did
not take place during the periods of domination crises (1930, 1970, 1980)."47 Why
is this important to our study? This is important to note because what Casats
argues is that the rise and consolidation of a liberal-reformist faction never took
place in these countries, and that it was this oligarchic segment, based on family
networks and tightly linked to the export-based agrarian model, which managed
to perpetuate its rule despite temporary challenges to its hegemony. This was the
case in El Salvador, especially after the peasant insurrection of 1932. The oligarchy

managed to put down challenges from below by allying itself with the military and

“TIbid., 69.
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also emerged victorious from intra-oligarchic power struggles that threatened the
oligarchic order by means of reformist initiatives in the 1950s, 1960s, 1970s. The
oligarchy retained its underlying character up to the late 1980s, when the civil war
was coming to an end and neoliberalism had already been identified as the strategy
to rebuild its economic domination. We will revisit this issue at the beginning of the

next section.

As a recap of Casaus’ article, three elements she proposed can be used as
initial building blocks for the construction of the conceptual grounding of the term oli-
garchy. First, the Central American oligarchies had a very close nexus with land and
agrarian activities, while their control of the national export industries guaranteed
capital accumulation and economic domination. There was an expansion into other
sectors of the economy, but land remained the backbone of their economic power.
Second, these oligarchies were not an aggregation of diffused class segments that
could not be easily identified; rather they constituted a bloc of tightly connected
family networks with extensive intra-class linkages that were to build and develop
substantial socioeconomic dominance over time. These blocs did not remain static
during the twentieth century, and in fact they experienced additions and modifica-
tions through intra-oligarchy marriages and the integration of other economically
mobile families into the fold; yet, the core nucleus remained practically intact over
the decades. Finally, these oligarchies showed a consistent pattern of continuity in

regards to the class faction that was dominant and managed to keep control of land
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and the export sectors. It was the landed class segment, as opposed to emerging
liberal-reformist factions,*® which controlled the helms of capital accumulation and

surplus appropriation up to the late 1970s, at least in the Salvadoran case.

Edelberto Torres Rivas, a renowned Guatemalan sociologist and one of the
most important Central American social scientists studying the region, provides a
more comprehensive (and perhaps the only one available) conceptualization of the
term oligarchy. Working within the framework of the Latin American developmen-
talist school and the cepalista tradition,*® and also influenced by some of the pre-
cepts of the Dependency School, Torres Rivas’ main research concern dealt with
the socioeconomic development of Central America as part of a highly exploitative
international market, which, amongst other factors, shaped the internal social re-
lations in such a way that massive inequalities became one of the main historical
features of the region.>® Torres Rivas’ starting point was the analysis of the liberal
reforms in the late nineteenth-century, which brought about a ground-breaking shift
in the region’s economic fortunes: the reforms implemented the systematic priva-

tization of fand in order to anchor the emerging coffee sector, a step that in turn

“8This concept will be revisited and more close analyzed later on in this chapter.

49The term cepalista is derived from the UN agency Economic Commission for Latin America
(now & The Caribbean), ECLA (now ECLAC), which in Spanish translates as Comisién Econémica
para América Latina, CEPAL. During the 1950s, and under the leadership of Raul Prebisch, CEPAL
advocated economic structuralism, inward-looking development, and industrial growth coupled with
a revamped internal purchasing power as the potential solutions for socioeconomic development in
Latin America. The work of CEPAL is closely associated with the Import Substitution Industrialization
(IS1) model, which was implemented in various Latin American countries in the 1950s and 1960s.

%0The most important work in this regard is Edelberto Torres Rivas, Interpretacién del Desarrollo
Social Centroamericano: Procesos y Estructuras de una Sociedad Dependiente (San José CR:
EDUCA, 1971).
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facilitated the absorption of the financial resources required to establish solid and
more structural foundations to construct the “national project.”>' The subsequent
consolidation of the coffee sector allowed Central American countries to “officially”
enter the trade circuits of the world market as producers of primary goods, mak-
ing them more stable players in an extremely hierarchical international division of

labour.52

Within the context of a more encompassing discussion, Torres Rivas proposed
some theoretical arguments to understand the term oligarchy. Even though Torres
Rivas used the term in his numerous works, including the one we have already cited,
he recognized that a systematic theoretical framework required to substantiate the
use of that term was lacking. Many years after his seminal work was published
in 1971, Torres Rivas argued that the term oligarchy had been used by social sci-
entists to define a “state modality” and to “refer to a class or faction [of that state
modality] to describe its exercise of power.”* He continues, “[the term oligarchy]
serves a better use if it is employed as a descriptive category that alludes to a par-
ticular form of political domination and to the way in which classes interact with each
other through their historical relations and conflicts.”>* The phrase “particular form

of political domination” should be highlighted: Torres Rivas suggests the specificity

$lbid., 59-118.
$2Ibid., 59-63.

53 delberto Torres Rivas, La Piel de Centroamérica: Una Visién Epidérmica de Setenta y Cinco
Afos de Su Historia (San Salvador: impresos Quijano, 2007), 214.

4 Ibid.
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of the term oligarchy when it comes to the concrete social formations of Central
America, which were characterized by a specific vision of the state and a particular
perspective on social relations and the distribution of power in society. More on

these aspects will be explored further on.

Torres Rivas continues his discussion on the question of the “oligarchic” by

echoing some aspects highlighted by Casaus:

[the oligarchic] refers to the political modality that corresponds to the
period of formation of the national state, which in turn belongs to the
long historical drive to consolidate the export-based economy, that is to
say, the period when the organic and stable links with the world market
were established and, at the same time, when the domestic institutions
inherited from the colonial order were redefined or overcome by a project
of capitalist integration and modernization.%®

This characterization of the “oligarchic” took place in El Salvador during the afore-
mentioned liberal reforms of the late nineteenth-century, when the allegedly “back-
ward” modality of communal land tenure was replaced by a private and large land-
holding regime (see chapter three). The communal land tenure regime was inher-
ited from the colonial times, but the new coffee elite believed that the liberal reforms
would not only erase that “unproductive” past but also would provide an unparalleled
opportunity for the country to enter the world market as a player with well-defined
tasks and characteristics. This is the “capitalist project” that Torres Rivas makes

reference to: the consolidation of El Salvador as an exporter of primary products,

S\bid., 214-15.
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mainly coffee, and the reconfiguration of the country’s political and socioeconomic

structures based on the requirements of this specific “national development” model.

Furthermore, Torres Rivas explored the inevitable link between the emergence

of an oligarchic export-based class and the state:

[in the oligarchic model] the elite is capable of taking possession of the
land and capital needed to plant, process, and commercialize coffee,
and this class becomes the dominant social force, which is violent in its
ways. The interests of this class are major ones because they reach
a national dimension, and for this reason the political power structure
begins to function according to those interests.5°

In other words, and by virtue of the land-based and export-sustained power ac-
quired by the oligarchic dominant class, the political and institutional edifice of the
country not only supported the process by which this power was obtained, but also
acquired a subordinate status vis-a-vis the multidimensional interests of this consol-
idating class. Torres Rivas adds, “the ‘Oligarchic State’ as a coactive force gathers
the power of the agrarian bourgeoisie during the latter’s formative stages, when this
class is still an incomplete representation of capital, and the mechanisms of primary
accumulation [linked to this class] deploy their forces to secure an important stock
of lands.”™’” There are two conceptual aspects that this last quote introduces and
that need to be elaborated upon to expand our understanding of “the oligarchic”:

the “oligarchic state” and the “oligarchic-reformist” divide inside the dominant class.

%6bid., 215.
S7|bid.
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These two concepts are directly related to the dynamics of the class structure, the
exploitative social relations of the export economy, and the transformation of the

state into a subordinate apparatus at the service of the oligarchic class.

But before we elaborate upon those two concepts, Torres Rivas’ conceptual

formulation on “oligarchic” ought to be completed. Torres Rivas ends his argument:

Inside the configuration of this political domination, a deeply unequal
and authoritarian relationship between a small group of proprietors and
landowners/merchants and a mass of landless peasants and agricultural
workers is formed...the political subordination, parallel to the economic
over-exploitation, is anchored in an extensive and profound structure of
social privileges, based on the bedrock provided by the ownership of
land, or the tradition that accompanies the colour of skin or the family
name, inheritance and social status, and family origin.5®

The conceptual “trilogy” proposed by Torres Rivas is completed with the introduction
of the social relations component that characterized the oligarchic model, whereby
the maintenance of abysmal socioeconomic inequalities between the oligarchic
class and the exploited agricultural workers represented the foundation to develop
a specific country’s productive structure. Therefore, the conceptual trilogy on “the
oligarchic” is articulated as follows: first, the “oligarchic” denotes the parallel political
and socioeconomic powers of a class in formation anchored in the consolidation of a
land-based primary export model integrated into the international markets; second,
the state is used by this oligarchic class as an apparatus subordinated to its class

interests, especially in regards to the multifaceted tasks needed for the consolida-

%8|bid.
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tion of the coffee sector; and third, the oligarchic model creates and reproduces
massive socioeconomic inequalities between well-demarcated classes, while the

oligarchy's wealth is accrued at the expense of exploited agricultural workers.

After analyzing the arguments proposed by Casaus and Torres Rivas regard-
ing the concept of “oligarchy,” and keeping in mind that our primary goal in this sec-
tion is to theoretically strengthen the term oligarchy as a specific social formation in
the Salvadoran historical experience, the following can be categorized as summary
points on the constitution of “oligarchy,” drawn from the arguments reviewed so far,

and that will help us reach that theoretical goal:

1. The oligarchy is a class formation that is composed of a small and exclusive
group of families, grounded on alleged historical prestige, that is maintained
by the expansion of intra-class networks formed through marriage and busi-

ness links.

2. The oligarchy is a class formation that is tightly linked to the land and depends

economically on the export of primary products.

3. The oligarchy emerged during the crucial period of liberal reforms that allowed
the privatization of the land tenure regime and the subsequent accumulation
of the best agricultural land in the hands of the emerging oligarchic class. Si-
multaneously, this class was consolidated through the integration of the Cen-

tral American countries into the international markets as suppliers of primary
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agricultural products, mainly coffee.

4. The socioeconomic model that upheld oligarchic domination was sustained
by enormous inequalities and exploitative labour relations; the power struc-
ture was well-demarcated: the oligarchic class grew at the expense of the

agricultural workers’ systematic exploitation.

5. The oligarchy was protected by a submissive Oligarchic State, an apparatus
that was pivotal in achieving the construction of the institutional, social, and
economic mechanisms needed to develop and enhance the success of the
coffee sector. In this context, liberal-democratic forms of governance are re-
jected in favour of more overtly coercive alternatives (this is also tied to point

four above).

6. The oligarchy was initially a land-based class, but eventually expanded to
other sectors, such as finance and light industry. This process gave rise to
the dichotomy “oligarchy” and “agrarian bourgeoisie,” but we argue, in accord
with what Casaus claimed, that the former is a better descriptive term to un-

derstand the extreme Salvadoran social formation.

The last two summary points require further elaboration in order to fully grasp
the concept of oligarchy and its relations to the state and El Salvador’s specific
social formation. For Enriquez Solano, the Oligarchic State that emerged from

the liberal reforms of the second half of the nineteenth-century had two underlying
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objectives: first, to begin “the process of expansion of land dedicated to the culti-
vation of coffee,” focusing simultaneously on the construction of infrastructure that
would facilitate the expansion of the sector (roads, ports, railways); and second,
and more important, to “incrementally legitimate and privatize the possession and
distribution of land” as a strategy designed to overcome the perceived inefficiencies
of the communal and colonial tenure systems.5® In other words, the Oligarchic State
was established as an important building-block of the emerging coffee-based sector
whose specific social formation conceived the emergence of a coffee oligarchy that
eventually relied on the Oligarchic State as its basis for expansion. In El Salvador,
the infrastructure projects were followed by the systematic enactment of legislation
(period 1881-1886) that liberalized communal lands and facilitated their transfer to

private oligarchic hands.5°

Moreover, the Oligarchic State also played a pivotal “violent” role in the priva-
tization of land. The legal framework that introduced the liberalization and privatiza-
tion of land was designed to “free up” the country’s best land for coffee plantations
(most of which was then in the hands of communal holdings), and this shift had
to be undertaken in a relatively short period of time. Inevitably, the process led to
massive expropriations that relied on two modalities: the manipulation of the laws

whereby mostly illegal buy-and-sell transactions took place, and the direct violent

S%Francisco Enriquez Solano, “La Consolidacién del Estado Nacional en El Salvador,” Revista de
Historia de América, No.122 (Enero-Diciembre 1997): 14.

80Ibid., 15-16. The evolution of this legislation is analyzed in chapter three.
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expropriation of lands by the national state.®! This “violent modality” of the pro-
cess of land privatization required the creation of a state repressive apparatus that
was deployed mainly in the coffee-growing areas and was composed of the Ru-
ral Police, the Mounted Police, and eventually the National Guard.®? In addition,
the Oligarchic State set up coercive mechanisms to secure the supply of labour
in the coffee industry, which included anti-vagrancy laws, the prohibition of labour
migration, and the appointment of “rural judges” that forced agricultural labourers
to report to coffee plantations when labour was required.®® According to Trujillo,
the Oligarchic State’s repressive apparatus was crucial in violently putting down

peasant rebellions in 1882, 1885, and 1889.%4

Trujillo adds, “it was coffee production, which demanded the expropriation of
thousands of peasants (indigenous and mestizos) and their subsequent exclusion
from the social and political life and the decision-making circles, that constituted
the material basis for the emergence of an extremely authoritarian and exclusion-
ary state.”®® Therefore, when we make reference to the Oligarchic State, several
factors must be considered: first, it emerged in the context of the expansion of

the coffee sector, and played pivotal roles in establishing the mechanisms for the

6"Mario Flores Macal, Origen, Desarrollo y Crisis de las Formas de Dominacién en El Salvador
(San José CR: SECASA, 1983), 62. More on this will be reviewed in chapter three.

52Horacio Truijillo, “La Formacién del Estado en El Salvador,” Estudios Sociales Centroamericanos
10 (Enero-Abril 1981): 128.

53Ibid., 127-28.
64Ibid., 128.
851bid., 127.
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implementation of primitive accumulation based on pseudo-liberal policies (infras-
tructure, privatization of land); second, it served a very active repressive function
in the violent expropriation of communal lands during the privatization stages and
also in securing a coerced pool of agricultural labourers to supply the coffee indus-
try when needed; third, it became a centralized and authoritarian apparatus that
undermined local economic management and imposed an economic model based
on massive inequalities and “normalized” exploitation of agricultural workers; and
fourth, the Oligarchic State must be understood as a class state insofar as its main
tasks involved the promotion, preservation, and enhancement of a rigid and closed
coffee oligarchy’s economic and political interests, tasks that went from market ac-

cess strategies, to infrastructure, to a subservient state bureaucracy.®®

What about the class dichotomy “oligarchy-agrarian bourgeoisie™? This is an-
other theoretical question that needs further clarification, and elucidating this di-
chotomy will also provide us with another conceptual element to complete our the-
oretical framework to understand the “oligarchic” in the context of the unique Sal-
vadoran experience. Salvadoran academic italo Lépez Vallecillos argued that El
Salvador’s oligarchy, prior to the eruption of the civil war in the early 1980s, had

been historically composed of two leading factions: the “agro-financial” and the

86Chapter three will provide a more thorough analysis of these events. For the purpose of this
chapter, our focus is to define the various pivotal categories that will elucidate our overall under-
standing of the historical oligarchic class in El Salvador and its continuities and ruptures during the
neoliberal period.
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“agro-financial-industrial.”®” The first faction was the “oligarchic” reactionary seg-
ment that continuously blocked any attempts to change the “rigid framework of land
concentration” and pushed for the maintenance of a “plantation economy,” its histor-
ical source of wealth with low wages, high exploitation, and acute socioeconomic
inequalities.®® The other faction pushed for “new models of agricultural diversi-
fication” that would be based on a modification of the land tenure regime and a
restructuring of the “rural base” whereby “restricted benefits” could be allocated to

the dispossessed classes and exploited workers.5°

The “agro-financial” faction was comprised of the most powerful coffee grow-
ers and most international traders, who controlled the best land and amassed the
largest share of the export sector’s profits. In other words, this faction was the direct
inheritor of the class that managed to appropriate the best land for coffee produc-
tion during the liberal reforms of the 1880s. The “agro-financial-industrial” faction
was not an “independent” faction, and actually came from the ranks of the “agro-
financial” matrix but with a different economic perspective: the need to diversify the
country’s economic system and overcome its high reliance on the backward primary
sector by introducing light manufacturing ventures that would eventually “modern-

ize the capitalist system.”’? But the relationship between these two factions did not

67jtalo Lopez Vallecillos, “Fuerzas Sociales y Cambio Social en El Salvador,” Estudios Cen-
troamericanos 34 (Julio-Agosto 1979): 558.

%8|bid.
9bid.
Olbid.
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stand on equal grounds. For Lopez Vallecillos, the “agro-financial-industrial” fac-
tion “was not sufficiently strong to impose the particular model it espoused, and it
generally went along with the decisions taken by the agro-financial faction.””* When
it came to keeping profit levels intact, these two factions converged in regards to
the political and socioeconomic strategies required to do it, but the “philosophical”

differences existed and played a role in the evolution of the oligarchic class.

Jeffery Paige agrees with Lopez Vallecillos’ dual analysis and adds that the
“agro-industrial” faction “opts for less authoritarian political forms, within the frame-
work of liberal democracy, representative but restricted and controlled.””? Paige
agrees that these factions interacted not without important frictions throughout the
twentieth-century, “and in the 1920s the temporary dominance of the more liberal
faction gave El Salvador the reputation of being the most progressive country in
Central America.””® This faction can also be categorized as a “liberal-reformist”
class bloc: a class sub-formation that supported limited liberal democratic reforms
in the political system, considered the rupture of the oligarchic land tenure system
as an essential precondition for the diversification of the economy (that is, the need
for land reform), and viewed the expansion of the industrial sector as the funda-

mental component in the quest for capitalist development. Paige also agrees that

"bid.

2 Jeffery Paige, “Coffee and Power in El Salvador,” Latin American Research Review 28, no.3
(1993): 7.

3Ibid. See chapter three for more on these intra-class interactions.
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this liberal-reformist class bloc was too weak to impose its model, and “during times
of crisis like the 1930s and the early 1980s...the positions of the two factions con-
verged to support the retrograde policies of the more conservative ‘agro-financial’
faction, which have given El Salvador an international reputation for ferocious au-

thoritarianism.”™*

it was the failure of this “liberal-reformist” faction to bring about political and
socioeconomic reforms which allowed the agro-financial oligarchic faction to remain
hegemonic up to the late-1970s. This hegemony had two modalities. First, in the
period 1880-1932, when the coffee oligarchy ruled the country directly, and the
period 1932-1979, when the military became the governing class and the coffee
oligarchy kept its status as the dominant class. This arrangement, or the “strategic
alliance,” came into place after the leftist peasant insurrection in 1932 that shook
the foundations of oligarchic rule and required the military to step in and restore
order with unprecedented brutality. The “strategic alliance” came to reinforce the
status of the oligarchic-agrarian faction as the dominant bloc, and although there
were power struggles inside the oligarchy in which the military played a leading role,
El Salvador remained a fundamentally agrarian country reliant on coffee production
with a military dictatorship and a dismal record on political and socioeconomic rights

up to the start of the civil war in 1980.7° For Paige, “the inability of the agro-industrial

4Ibid., 7-8. See Chapter three for more on this.

"SChapter three provides a more detailed analysis of this “strategic alliance.” Enrique Baloyra has
categorized this “strategic alliance” as “Reactionary Despotism.” See Enrique Baloyra, “Reactionary
Despotism in Central America,” Journal of Latin American Studies 15, no.2 (November 1983): 295-
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[reformist-liberal] faction of the Salvadoran elite to break with its landed, labour-
repressive allies in the agro-financial faction has long sustained authoritarianism in

El Salvador.”’®

Although this intra-class division existed, it was based on weak philosophical
grounds and there was an even weaker division when it came to the dispute for and
exercise of power. Paige argues, “...the Salvadoran elite ...originated in capitalist
export agriculture and lacks the clear division between a landed aristocracy and an
industrial bourgeoisie ...from the beginning, the Salvadoran elite was both capital-
ist and agrarian, land holding as well as industrial.””” This conclusion provides an
important clarification for our study: El Salvador’s class formation was monolithic in-
sofar as the oligarchic “agro-financial” faction did not have to compete with another
truly dominant class segment for the control of the country. The reformist-liberal fac-
tion was an incipient formation that attempted to detach from the “oligarchic mother
cell” but was never able to create and develop its own autonomy and gain a hege-
monic status to rule the country. In this sense, this oligarchic class formation, based
on the financial resources provided by the coffee industry, controlled all the major
sectors of the economy, including the banks, industry, commerce, construction, and

services.”® This monopolistic control of the national economy by interests tied to

319, and Enrique Baloyra, E! Salvador in Transition, 2nd Edition (Chapel Hill: University of North
Carolina Press, 1989).

"®Paige, “Coffee,” 8.
Tbid.

8See Eduardo Colindres, Fundamentos Econémicos de la Burguesia Salvadorefia (San Sal-

74



the coffee oligarchy had no ties to transnational capital, and in fact, all strategic

economic sectors were in the hands of the national oligarchy.

Why is this important to our analysis of “the oligarchic™? Our point of departure
was that the “oligarchic” provides an additional qualification to properly understand
El Salvador’'s unique dominant class formation, and therefore, it should be “res-
cued” to properly understand what has occurred in the post-civil war period. The
above analysis suggests that the oligarchic character of the Salvadoran dominant
class was never overcome, and that the interests of the “agro-financial” faction of
the oligarchy took precedence when reformist challenges appeared on the scene.
That is, and for practical reasons, both the “agro-financial” and the “agro-industrial”
factions formed the Salvadoran oligarchy up to the late 1970s. The concept of the
“oligarchic” remained an inherent characteristic of the Salvadoran ruling class up
to the start of the civil war and beyond: “transition to democracy in El Salvador
would require the agro-industrial faction to overcome the resistance of the landed
elites of the agro-financial faction but also to overcome its own ties to the agrarian
order. In the past, it has done neither.””® Casaus echoed this argument when she

maintained that the oligarchy’s “transition to a modernizing and liberal class” never

vador: UCA Editores, 1977); Rafael Menjivar, Acumulacion Originaria y Desarrollo del Capitalismo
en El Salvador (San José: EDUCA, 1980); Manuel Sevilla, “Visidn Global Sobre la Concentracion
Econdmica en El Salvador,” Boletin de Ciencias Econémicas y Sociales 7, no.3 (1984): 155-90; and
Wim Pelupessy, “El Sector Agroexportador de El Salvador: La Base Econémica de una Oligarquia
No-Fraccionada,” Boletin de Estudios Latinoamericanos y del Caribe 47 (Diciembre 1987): 53-80.

"9Paige, “Coffee,” 8. Paige makes reference to the theoretical framework proposed by Barrington
Moore, whereby the shift to liberal democracy would have to be spearheaded by an industrial faction
to undermine the power of the landlord class.
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took place, and that the post-[civil] war oligarchies “are the same nucleus” only su-
perficially changed by their economic orientation.®’ The concept of “the oligarchic,”
especially when it comes to its social and economic implications, remains a relevant
characteristic of the Salvadoran dominant class, mainly because no real transition

to another class formation ever took place.

After the above clarifications and elaborating on the characteristics already
pointed out based on Casaus and Torres Rivas, the concept of “the oligarchic” can

be conceptualized by the next six points:

1. The “oligarchic” refers to a class formation composed of a limited number of
individuals/families whose prestige rests in historical origin, race, social sta-
tus, family name, or any combination of these. The class’ networking takes
place through intra-class marriages and business links. It is a racist and ex-

clusionary class.

2. The oligarchic class formation relates to an economic unit that is fundamen-
tally linked to agrarian-based activities, and its control over the economy’s
backbone allows it to also control all the other strategic sectors, such as fi-
nance, industry, and services. In other words, this oligarchic class formation

controls the totality of the country’s economic edifice.

3. The national state, or the Oligarchic State, functions as a patrimonial appara-

80Casatls, “La Metamorfosis,” 71.
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tus to advance the interests of the oligarchic class. Political power could be
exercised directly by the oligarchy or by a subservient governing segment, i.e.

the Military.

4. The socioeconomic system that sustains the oligarchic class formation is es-
sentially unequal and based on exploitative relations, a system in which the
lion’s share of the national wealth is concentrated in few hands, the majority
is marginalized and exploited to serve the oligarchic class, and the prospects

for equitable redistribution of wealth are practically non-existent.

5. The modality of exercising power practised by this oligarchic class is based
on imposition, violence, and repression, and is not subject to institutional or
democratic oversight, as it would be the case in liberal-democratic forms of

rule.

6. This class is subordinated to the interests of the hegemonic transnational
power, but managed to retain a relatively high level of autonomy from transna-

tional capital’'s encroachment.

The principal purpose for formulating these descriptive-historical characteri-
zations is to attempt a more comprehensive conceptualization of one of the most
important constitutive traits of the specific dominant class formation in El Salvador.
These aforementioned conceptual points cover this oligarchic class formation’s views

and approaches vis-a-vis the country’s economic and political systems, the relation
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to the state, the appropriation of surplus, and the relation to the subaltern classes
(based on inequality and systematic exploitation), among others. These are char-
acteristics rooted in the concrete historical circumstances of the Salvadoran repub-
lican experience, which in turn shaped the way in which the country was organized
and governed throughout the twentieth-century. But more important, the conceptu-
alization of the “oligarchic” is essential to this dissertation because of its relevance to
the theorization of the “reconfigured class” that emerged in the post-civil war period
and managed to exponentially consolidate its power through the implementation
of neoliberal policies. As mentioned above, a transition to a liberal-reformist class
formation did not take place, and the “oligarchic” remains as relevant as it was a
century ago. However, the post-civil war “reconfigured” class adopted neoliberal-
ism as an instrument to regain its historical power after the challenge from below
posed by that war. An “oligarchic-neoliberal hybrid” seems to characterize this re-
configured class formation. We will now turn to the discussion of the neoliberal

dimension of this hybrid conceptual formula.

2.3 The Neoliberal Shift: The Anchor of the Reconfigured Oli-

garchy

After one century of virtually uninterrupted rule, the coffee-based oligarchic domi-

nant class in El Salvador faced a series of severe challenges in the 1980s. These
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challenges came from three sources: the progressive wing of the military, the rise
of the centrist Christian Democrats anchored in the support of the US administra-
tion, and the FMLN's revolutionary war.®! This oligarchic class also faced the rapid
decline of its traditional export-based mode of accumulation when international cof-
fee prices collapsed in the late 1980s and primary exports became an increasingly
unreliable source of wealth. Faced with a multi-faceted challenge to its historical
domination, both at home and abroad, this oligarchic class entered a systematic
process of internal reconfiguration that involved a reshuffling of alliances and a re-
constitution of its political and, more importantly, socioeconomic orientations. By
the time the Peace Accords were signed in 1992, the traditional coffee oligarchy
had experienced a historical metamorphosis in which neoliberal forms of liberal
democracy and neoliberal political economy had been embraced as the primary in-
struments to bring about the desired class reconfiguration. However, this was not
a radically different class formation: as Casats claims, this new class configuration
constituted a “replacement of some elites by other [more modern] ...and a restruc-
turing of the class’ balance of power and strategies,” and by no means meant a

“total transposition of the dominant class.”8?

In other words, a reconfiguring oligarchic class had survived a crisis of hege-

mony and re-taken control of its historical domination based on “fresh” and “modern”

81The way in which these three challenges transpired and developed during that decade is ana-
lyzed in detail in chapter four.

82Casaus, “La Metamorfosis,” 71.
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political and socioeconomic ideas, but not necessarily detached from its oligarchic
heritage. This class, faced with internal and external changes, adapted to rapidly
changing circumstances by harbouring both historical continuities and embracing
“modern” discontinuities. This continuity-discontinuity dichotomy reengages the
analysis proposed by E.P. Thompson in regards to the dynamism of the concept of
class. The reconfiguration of the Salvadoran oligarchic class formation illustrates
that class is not a static category that follows predetermined and fixed norms or
is immune to changes triggered by the social, economic, and political conditions
that surround it. The Salvadoran oligarchic class, after a decade of internal and
external changes, responded to those transformations by assuming the “trials and
tribulations” of its own transformative requirements, which in turn were conditioned
by reconstituted social conflicts, new political frameworks, and changing modes of

accumulation.

As E.P. Thompson claimed, class must be conceived as a “historical forma-
tion” and “structured process” that responds to both objective and subjective cir-
cumstances. The objective context was briefly explained above as part of the multi-
faceted challenges the Salvadoran oligarchic class; yet, there is also a subjective el-
ement that eventually played out inside its inner nucleus: an “intra-oligarchic power
struggle” in which the “modern” factions displaced those segments that were unwill-
ing or incapable of renewing family alliances (through marriage or business links)

and diversifying their economic base in order to accommodate the changes taking
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place inside the class formation. In the case of El Salvador, this intra-class struggle,
which had existed in the past but was never strong enough to stimulate substantial
changes in oligarchic rule, erupted in the post-civil war period between the “tra-
ditional” agro-financial faction and the “modernizing” agro-industrial faction. The
former favoured the agrarian-based status quo and the latter embraced neoliberal-
ism and finance to move forward. Yet, Casaus warns: “However, these divisions
inside the oligarchy seldom lead to a rupture of the oligarchy [as a class]...often,
these divisions are a political manifestation of the different economic and social
demands that this family-based class has, and of the different options available in

times of crisis...”83

This confirms that dismissing the “oligarchic” as a trait of the reconfiguring
class formation in the post-civil war period would be unwarranted. In fact, re-
taining the “oligarchic” as part of our conceptual formula expresses precisely the
continuities of a unique class formation that is far from being stripped of its his-
torical specificities. Rodrigo Contreras corroborates this argumentation when he
claims, “the political, social, and economic historicity of a dominant group allows it to
adapt to new modes of capital accumulation in the international context...the social
group that has traditionally been considered ‘oligarchic’ has not disappeared...but

has moved towards new cultural and economic directions that differentiate it from

8Ibid., 72.
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the ‘traditional’ conception of the oligarchic...”® Again, the continuity/rupture di-
chotomy becomes an important part of the analysis as a dominant oligarchic class
that changes its functional compass does not necessarily renounce the underly-
ing traits of its historical constitution. By adopting a “value system” that appears
innovative and modern, this class “has widened its areas of influence and its instru-
ments to pursue and secure power, and has achieved higher efficiency levels when

exercising that power.”®

That is, continuities and ruptures can interact in a symbiotic fashion to condi-
tion the evolution of a specific class formation and its adaptation to changing times.
Contreras continues, “...by means of a new economic model, neoliberalism, [this
dominant class] has been able to recover its influence and power.”® In order to as-
semble the “conceptual hybrid” that this chapter has proposed to characterize the
reconfigured dominant class in El Salvador, the concept of “oligarchy” is necessary
to encompass the historical characteristics that are still relevant to understand a
specific class formation (as formulated in the six points proposed in the previous
section). But the other element of the conceptual hybrid, the neoliberal, will provide
us with the other piece of the puzzle to decipher the “new” elements of this reconfig-

ured class and critically analyze the dynamics of a class formation that is changing

84Rodrigo Contreras, “La Actualidad de Viejas Tematicas: Familias, Riqueza y Poder en América
Latina. Algunas Consideraciones a Partir del Caso de Chile,” Revista Mexicana de Sociologia 64,
no.4 (Octubre-Diciembre 2002): 6
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in unprecedented ways. The analysis of the neoliberal component will help us to
not only understand this “new” dominant class, but also the socioeconomic conse-
quences of its consolidation for a country facing daunting development challenges
in the post- civil war period. The analysis of neoliberalism will elucidate the dynam-
ics of the reconfigured power structure in El Salvador, which, as is the case with

the dominant class formation itself, is also composed of ruptures and continuities.

As a starting argument, the analysis of what neoliberalism means and repre-
sents in its entirety may involve a complicated and extensive enterprise well beyond
the space limits of this chapter. For more than three decades neoliberalism has
constituted the world’'s hegemonic ideology and the changes that this domination
has brought about cover most, if not all, the fundamental aspects of political, social,
economic, and cultural life, both in the domestic and transnational dimensions. The
origins, dissemination, implementation, and consequences of the neoliberal creed
at a global scale provide for a rich but endless discussion. For that reason, our ana-
lytical parameters should be narrowed down and focused on the issue that interests
our conceptual-theoretical project: the ways in which neoliberalism helps us under-
stand the character of a reconfigured class formation that is seeking to recover its
historical domination, and how the specific context of the implementation of neolib-
eral policies can be utilized as an analytical tool to critically assess the multifaceted

consequences of a reconstituted power structure in El Salvador.

In this context, the following analysis will concentrate on three specific compo-
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nents of the neoliberal global phenomenon that best suit the theoretical goals of this
study’s “conceptual hybrid” project. First, an ideological component, which will deal
with neoliberalism’s raison d’etre as a class project designed and put into practice
by the Western capitalist class to seek the re-establishment of its economic power
in response to the limits placed on it by the welfare state and “embedded liberalism.”
It will be important to briefly trace the philosophical/functional origins and evolution
of this class project. Second, an expansionary component, whereby the neoliberal
ideological creed was expanded globally through the main IFis as a way to advance
the interests of both transnational capital and domestic peripheral elites (the aspect
we are most interested in). And third, the transnationalizing component, which fo-
cuses on neoliberalism’s tendency to transport classes and class conflicts into the
transnational domain, affecting their character and diversifying the scenarios where

these operate and are mediated, respectively.

In the introduction of their edited compilation Neoliberalism: A Critical Reader,
Alfredo Saad Filho and Deborah Johnston note: “...neoliberalism is part of a hege-
monic project concentrating power and wealth in elite groups around the world,
benefiting especially the financial interests within each country, and US capital in-
ternationally.”®” Preliminarily, it can be argued that neoliberalism was conceived as
a project geared towards the accumulation of wealth in the hands of a reconstituted

nucleus of western-based transnational capital and its domestic allies around the

87 Alfredo Saad-Filho and Deborah Johnston, “Introduction,” in Neoliberalism: A Critical Reader,
ed. Alfredo Saad-Filho and Deborah Johnston (London: Pluto Press, 2005), 1.
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world. The origins and evolution of this “project” will be discussed below, but as
a point of departure for our analysis on the spread of neoliberalism and its impact
on class reconfiguration, it is important to establish the class-based objectives of
the neoliberal global shift as well as the increased importance of finance in the re-
constitution of transnational social relations. These two aspects are crucial to our
study because the Salvadoran dominant class formation in the post-civil war pe-
riod clearly reflects them: the use of neoliberalism as a way to concentrate (or re-
concentrate) power and wealth, and the shift to finance-based activities (and away
from the agrarian and export sectors) as the means to do it. These two aspects os-
tensibly represent the main components of oligarchic consolidation in El Salvador

in the post-civil war period.

How did neoliberalism make its way into the global scene? The advent of
neoliberalism, as an ideological scheme, was the response put together by the
economic elites in the industrial world to fight off the negative effects that the wel-
fare state and Keynesian-inspired “embedded liberalism” had on their profit levels

and socioeconomic privileges.® In order to avoid a reprise of the disastrous sit-

88David Harvey, A Brief History of Neoliberalism (New York: Oxford University Press, 2005), 5-
38, Marion Fourcade-Gourinchas and Sarah L. Babb, “The Rebirth of the Liberal Creed: Paths to
Neoliberalism in Four Countries,” The American Journal of Sociology 108, no.3 (2002): 533-79;
Gerard Duménil and Dominique Lévy, Capital Resurgent: Roots of the Neoliberal Revolution, trans.
D. Jeffers (Cambridge, Mass.: Harvard University Press, 2004); Susan George, "A Short History of
Neoliberalism: Twenty Years of Elite Economics and Emerging Opportunities for Structural Change,”
in Global Finance: New Thinking on Regulating Capital Markets, ed. Walden Bello, Nicola Bullard,
and Kamal Malhotra (London: Zeb Books, 2000), 27-35; Noam Chomsky, Profit Over People: Ne-
oliberalism and Global Order (New York: Seven Stories Press, 1999). A detailed and interesting
historical account of the evolution of the neoliberal class project and its ideological dimension can
be found in Philip Mirowsky and Dieter Plehwe, ed., The Road From Mount Pelerin: The Making of
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uation created by the Great Depression in the 1930s, the post-WWII order in the
industrial world assembled a model of economic management that implied a “class
compromise” in which the state, capital, and labour came together to ensure signif-
icant levels of socioeconomic equity and inclusion.3® This model required a strong
interventionist and regulatory role for national states to both shape economic policy
and control market forces, and to invest heavily in a wide range of social welfare
programs, such as health care, education, and pensions.®® The welfare state and
embedded liberalism placed important restrictions on the profit levels of private cap-
ital as market and entrepreneurial activities were “surrounded by a web of social
and political constraints,” and as such were subjected to democratic scrutiny and

“fair-share” expectations.®’

According to Harvey, it was the need to “disembed” capital from the dynamics
of this burdening social contract which led to the dissemination of neoliberal ideol-
ogy.?? In addition, by the early 1970s embedded liberalism had begun to slow down,
and instead of the unprecedented high rates of economic growth experienced in the
previous three decades, it was stagflation and slumping growth which had appeared
throughout the western countries (and around the world, for that matter). In this con-

text, capitalist elites needed to kill two birds with one stone: find a new model of
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accumulation to restore growth that would simultaneously exempt them from state
intervention and regulation, and neoliberalism was the answer. The philosophical
foundations of neoliberalism can be traced back to a distorted interpretation of the
economic ideas espoused by Adam Smith and his later liberal followers, who advo-
cated more individual and private ownership of the economy and much less state
intervention in society's affairs.®® Based on the concept of the so-called “invisible
hand,” neoliberal precepts vindicated the principle that it was the market which had
the most effective and just answers when it came to the production, mobilization,

and distribution of society’s resources.

These classical Smithian ideas were popularized in the second half of the
twentieth-century by prominent neoliberal thinkers like Friederich von Hayek and
Milton Friedman, who espoused a fierce hostility towards Keynesian, socialist, and
Marxist modes of societal organization. The core principle they advanced dealt
with what they perceived as the defense of individual entrepreneurship and creativ-
ity from the sterile scrutiny of the state and all philosophies advocating even the
slightest form of what they perceived as social engineering. The idea was to facili-
tate a transition from a Keynesian-based mixed economy to a new model controlled
by the dynamism of market forces and individual free enterprise in which the most

efficient (and supposedly the most intelligent) would justly reap the main benefits.
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To pursue that goal, key policy shifts had to be implemented: undermine solidarity
and collective-oriented goals to enhance competition, dismantle the socioeconomic
commitments of the welfare state in favour of private management, decrease taxes
to stimulate investment, privatize and liberalize the social and economic systems,
and promote free trade, among other policies. It was under the authoritarianism and
repression of Pinochet's Chile where these policies were first implemented, while
Reagan in the United States and Thatcher in Britain attempted to follow suit and

ended up putting neoliberalism in the mainstream of global ideas.®*

Therefore, it was the combination of the eventual shortcomings of Keynesian-
ism and the counter-offensive of economic elites constrained by regulatory limits
of embedded liberalism which conjured up a domestic and international state of af-
fairs where the implementation of neoliberalism was presented as the logical step
to move forward. David Harvey argues that this shift constituted the workings of a
“class project” designed to “re-establish the conditions for capital accumulation and
to restore the power of economic elites...[neoliberalism] has succeeded remark-
ably in restoring, or in some instances (as in Russia and China) creating, the power
of an economic elite.” For Harvey, the assumptions spread by the advocates of
neoliberalism, that individual freedom and sustained economic prosperity are only

guaranteed by the so-called free market model coupled with minimal state participa-
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tion in the economy, are only mere justifications to advance a class project in which
the most powerful economic elites, both nationally and transnationally, would be
the sole beneficiaries.®® The supposed freedoms embodied by the neoliberal class
project are only reserved for private property holders, transnational corporations,

financial elites, and large capitalist ventures.®’

One of the most important characteristics of the neoliberal class project is the
unprecedented protagonism of the speculative financial sector as the new engine
of global economic power. Harvey claims that there was “a power shift away from
production to the world of finance,” a move that was rooted in the systematic elimi-
nation of state regulation on financial activities.?® As the 1980s progressed, it was
not the concentration of industrial and productive assets which secured the accumu-
lation of power and wealth, but rather the concentration of financial resources and
services.®® The empirical results of this neoliberal class project have been terrific
for the renewed economic elites, and the financial sector has been the pillar of that
new-found success. According to Duménil and Lévy, an analysis of economic data
in the Western industrial world since the start of the implementation of neoliberal
policies in the 1970s suggests the systematic reconstruction of class power: in the

United States, for instance, the share of total wealth in the hands of the wealthiest
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one percent of households soared to roughly 38 percent by the end of the twenti-
eth century, up from 20 percent in the mid-1970s, and very close to its pre-WWI|

share. 100

A fundamental turn of events for the international propagation of the neolib-
eral class project came in August of 1982 when Mexico announced its inability to
continue regular foreign debt payments. Foreseeing an international financial crisis
and the potential for other countries to follow Mexico's example, the Reagan admin-
istration, working closely with the World Bank and the IMF, stepped in to arrange
the rescheduling of Mexico’s foreign debt in exchange for the implementation of ne-
oliberal reforms. It was at this juncture where the concept of “neoliberal structural
adjustment” was introduced at a global scale. Mexico was forced to start a process
of systematic liberalization and deregulation of its economy based on the privatiza-
tion of public companies, the substantial reduction of national spending on social
services, the liberalization of price, labour, and land policies, and the adoption of
free trade policies geared towards the increase of exports and the reduction of im-
port tariffs.’®" This process of neoliberalization allowed domestic capitalists, like

Carlos Slim, to accumulate unprecedented wealth, while US capital was also ben-
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efited as the restoration of its power “drew heavily on surpluses extracted from the

rest the world through international flows and structural adjustment practices.”%2

The implementation of the neoliberal class project had two fundamental pillars:
the promotion of the idea of the self-regulating market and the emergence of the
neoliberal state. The concept of the self-regulating market, rooted in the precepts
of classical liberalism, advocated the free circulation of commodities that would fun-
damentally be characterized by a “hands-off’ approach on the part of governments,
a policy approach that in turn would foster individual freedom and entrepreneurship
as the primary driving forces of the economy.'® Within the working schemes of
the self-regulating market, goods and services entering the market circuits would
eventually be commodified and society would be commanded by, essentially, the
law of supply and demand.'® In this sense, the free market must be allowed to
allocate value and justice according to a natural spontaneous order (at least in the
Hayekian perspective). The efficient allocation of resources is one of the most im-
portant goals of the economic system and the best way of achieving this goal is
through market schemes.'®® For neoliberalism to be actualized in its ultimate form,

the self-regulating market had to eventually constitute the dominant form of socioe-
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conomic organization at a global scale, gradually transcending national boundaries
and eliminating on a global basis all obstacles for capital accumulation and profit

maximization.106

The other side of the neoliberal equation was the conception of the state as a
residual mechanism whose main purpose was to facilitate the development of mar-
ket forces. During the times of embedded liberalism the state had played an active
role in regulating the market, and in many cases, it had taken a leading role in the
management of important productive sectors, like automobiles and steel. According
to neoliberal doctrine, this active role of the state ended up drowning individualism
and profit making and upholding sterile collectivism and productive inefficiency. In
this context, for neoliberalism the role of the state would have to be transformed as
to make it an apparatus that was not interventionist and only functioned to create
the “conditions for profitable capital accumulation on the part of both domestic and
foreign capital.”'®” In theory, the state would embrace the systematic privatization
and liberalization of the economic system in order to guarantee that free competition
would be its guiding principle, and securing “private property rights” in the produc-
tive and distributive schemes of society would also create competitive opportunities
both domestically and internationally.'®® In the process, state-induced red tape and

inefficient public sector bureaucracies would be undermined.
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This kind of state that would facilitate the practical realization of the neoliberal
class project is called the neoliberal state.'® But in the last three decades, the
neoliberal state has not remained static and purely instrumentalist in the economic
front. After the “first phase” of the neoliberal offensive, which involved the privatiza-
tion and market-oriented deregulation of the economy, the “second phase” involved
the neoliberalization of the social sphere. According to Munck, “simply extending
the logic of the market through liberalization and commodification was no longer
sufficient and the neoliberal project had to be extended to the social domain with
issues such as welfare reform, penal policy, urban regeneration, and asylum seek-
ers coming to the fore.”"'° This evolution of the neoliberal state is important for two
reasons. First, because the neoliberal class project transcends a set of purely eco-
nomic objectives to privilege market forces, and actually involves a multi-faceted
plan to infiltrate and transform the social, political, and cultural matrix of society.
In other words, the neoliberal class project involves the integral transformation of
society in favour of a renewed “capitalist cause.” And second, because the neolib-
eral state does not entail the end of the state per se, but its transformation into a
mechanism that advances and accommodates the constant fluctuations of a dy-
namic neoliberal class project that needs periodic social, economic, and political

accommodations."
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In this sense, the neoliberal state is entrusted with the responsibility of con-
structing a collective environment that would be conducive to the realization of the
neoliberal class project insofar as market forces remain exempt from state and so-
cietal/democratic control. This scenario is best described by the concept of “disem-
bedded liberalism,” which has the self-regulating market as its main philosophical
pillar, but also upholds the idea that the economic realm of society is fundamentally
disconnected from its social and political counterparts.''? This idea is paramount to
the neoliberal class project for several reasons. First, because it confirms the need
for market forces to be free from state regulation. Second, because there is an
assumption that the economic order cannot be held into account for any social dis-
placement or political disintegration it may cause.'® And lastly, because there is an
underlying message that the promotion of the market economy does not entail the
advancement of social justice and collective well-being, reverting the responsibility
for personal fulfilment back to the purest form of individualism. By disembedding the
economy from society’s political and social dimensions, the neoliberal class project
found a philosophical and functional justification to implement policies that favour
market and commodifying forces free from democratic scrutiny and exempt from

societal responsibilities.

Moreover, and as mentioned above, this all-encompassing class project also
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needs to be disseminated at a global scale in order to realize its fullest potential.
For neoliberalism, the priorities of economic and social policies world-wide have
to be recast to reflect the new dominance of financial investors and international
capital, but this shift needed a transnational structure that would promote it even
through coercion. Stephen Gill argues that international institutions, such as the
World Bank, the IMF, and the World Trade Organization (WTO) and groupings of
dominant states, such as the G-8 or the Organization for Economic Cooperation
and Development (OECD), are engaged in the legal and political reproduction of
what he calls “disciplinary neoliberalism” to ensure through a variety of regulatory
and surveillance mechanisms that neoliberal reforms are locked in inside the ideo-
logical and functioning patterns of societies."* Disciplinary neoliberalism is estab-
lished mainly through structural adjustment and the imposition of policy orientations
spearheaded from the above-mentioned supranational organizations. Gill calls the
erosion of democracy that is implied in this process a “new constitutionalism,” or
the move towards the construction of legal devices to insulate the consolidating
dominant neoliberal economic forces, anchored in the processes brought about by

disciplinary neoliberalism, from popular scrutiny and democratic accountability. 'S

Consequently, the neoliberal class project also contains fundamental political

implications that influence the way in which societies are ruled and the form of gov-
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ernance that prevails in them. Neoliberal political economy has been portrayed by
the transnational power structure and the neoliberal IFis as the natural companion of
democratic governance, and the implementation of neoliberalism had to be coupled
with the adoption of liberal democratic political regimes to form a “freedom combo”
as the new basis for genuine development.''® William Robinson has called this
dichotomy the “promotion of Polyarchy,” whereby the Dhalian concept, which fun-
damentally implies the rule of elites allegedly certified by the people through periodic
elections in the context of delegative democracy, is used as a fagade to camouflage
the systematic implementation of the neoliberal class project.'’” Unger argues, “the
form of politics preferred by...neoliberalism is relative democracy: democracy but
not too much.”"'® Munck adds, “the new democracy is thin and anaemic, it is re-
stricted to delegative at best...democracy as a system of political representation

was devalorised [because] the rules of the market would apply also in politics.”"19

The political implications of the neoliberal class project are, therefore, as sig-
nificant as its social and economic impacts. The political dimension of the neolib-
eral ideological discourse has coopted and “subverted” important concepts, such

as “democratic governance” and “civil society,” by depoliticizing their meaning and
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using them as flags against “big government” and “state regulation.”'?® Citizens
are transformed into money-crazed consumers who are apathetic and alienated
from the political system, while “non-governmental organizations (NGOs) and even
trade unions are encouraged to supplant and rein in the state.”'?' Community or-
ganization and alleged citizen participation are framed as individualistic enterprises
devoid of any critical component that could challenge the implementation of neolib-
eral political economy, let alone its social consequences. This process of political
demobilization of social actors is portrayed, paradoxically enough, as the best pos-
sible alternative to secure democracy and protect civil rights. By hollowing-out the
political fabric of society, understood as a platform for proactive citizen participation
and critical engagement, the neoliberal class project not only eliminates actual and
potential opposition but also manages to equate market reforms with democratic

growth.

These economic, social, and political arrangements denote the wide ranging
scope of the neoliberal class project and the importance of pointing them out, al-
beit briefly, is to indicate the ways in which significant transformations have been
forced upon societies around the world to accommodate the interests of a recon-
figured global capitalist class and its domestic allies. To reiterate, our study is con-

cerned with the ways in which the Salvadoran dominant class has changed in the
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last two decades, and it is precisely within the framework of this neoliberal class
project where important answers (the other set of answers would come from the
“oligarchic”) can be found to construct the required conceptualization. Neoliber-
alism provided the philosophical and functional vehicles to restore the power and
wealth of the western economic elites, but, as argued by Saad-Filho and Harvey, the
neoliberal class project also “rescued” the dominant elites in peripheral countries.
Neoliberalism changed considerably the ways in which global economics, national
states, and even external and internal social relations evolved, and in the Salvado-
ran experience neoliberalism ended up consolidating a historically oligarchic class
formation that embraced the “modernism” of neoliberal political economy to reshape

its dominance in the domestic front.

But before we analyze the Salvadoran case, how was neoliberalism intro-
duced in Latin America? The propagation of neoliberal political economy in the
continent was the result of a complex trajectory of chain-reaction events, which cul-
minated with the eruption of the debt crisis in the early 1980s. The world recession
that followed the 1979 inflation-inducing oil shock provoked the collapse in the de-
mand for Latin American exports in world markets, most of them primary agricultural
products, which decreased considerably the inflow of hard currency into the con-
tinent. This event combined with a major increase in interest rates in the creditor
western countries (mainly the US) to fight domestic inflation, a step that tripled the

Latin American foreign debt overnight, resulting in massive balance of payments
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