
RESPEKT INSTITUT CASLA 

  
Hernando De Soto: 
 

“The global economic crisis is epistemological, is about knowledge” 
 
Carlos Ferrer 

 
The edition of this year of Forum 
2000, dedicated to Democracy and the 
Rule of Law, enjoyed the presence of 
the prestigious Peruvian economist 
Hernando de Soto, founder of the 
think tank Institute for Liberty and 
Democracy. De Soto introduced in the 
debate the importance of the property 
rights in the modern economic system 
and blamed the causes of the global 
economic crisis to a transparency and 

traceability deficit about propriety in the American finance system. In interview for 
CASLA, De Soto spoke about the property as foundation of capitalism and the 
activities, sometimes polemical, of the Institute in its fight against economic 
discrimination,  
 
In the current economic crisis Peru has a growth rate around the 9%. How do 
you explain that? 
 
Property rights. In Peru, in the 1980´s, when the war with shining path started we 
went to the field to discover why there was so much support for them. Do these 
farmers understand Marx and do they like him? Nobody read Marx. When the Shining 
Path was doing was a service, and the service was to protect the property rights. We 
went in and started fighting them better, because if you have to choose between a title 
of the Shining Path and a title of the proving government, no matter what the 
government is doing, it is more secure. So the moment we starting titling, Shining Path 
disappeared. In the moment you have property rights, you can rent, you can loan, you 
can move, you can get credit.  
 
Property didn´t bring just credit, it brought peace. And people could work in peace, 
and it brought capital. If someone finds gold in your land we may not have the right to 
the underground, but before to get to the underground you have to perforate the 
surface, which you control. So you start getting rights you hadn´t. And then, as a part 
of it, came the administrative simplification, the market standards… the same process 
that happens in every part of the world. That´s why Peru is growing, we did very 
radical reforms.   
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But most of Western countries today have property rights and are suffering the 
crisis. 
 
But they don´t have property rights over the financial insurance, but we do. Today you 
don´t know who own the staff. Because you are taking for granted that money is 
money, but you can have 500 dollars in cash, but the big money I have is in my car, in 
my house, etc. It is not in cash, nobody has the big money in cash. And if one day it 
stops being clear what you own, it becomes confusing, because you don´t know whom 
are you talking to. And that´s the reason you have the credit contractor. Who´s going 
to lend to somebody that you don´t know if he’s bankrupt or not? All European and 
American governments brought down interest rates, the banks are flooding the place 
with money, and nobody is borrowing. So obviously nobody borrows because you 
don´t know who are you borrowing to, what debt is behind the debt.  
 
To me, this is an epistemological crisis, is a crisis of knowledge. Because it was a so 
revolution the one of property, it was not about ownership, but about information. 
The big change is that it is recorded. And it happened so slowly in Europe that people 
have forgotten, but this information is fundamental. It doesn´t matter if it is collective, 
if your communal, if you own it with your wife or with your brother. The question is to 
have it on paper. Immanuel Kant: the purpose of language is precision. It’s written, it’s 
precise, and it’s a map. No maps, no precision, no trust. It is so simple as that. 
  
Your foundation has made a big task fighting the economic discrimination 
round the world; you have made diagnosis of different problems in different 
countries. In Africa, in Middle East, in South America… Are there universal 
problem or every region, every culture, has theirs? 
 
Every country has a cultural part. There’s no doubt that culture counts. But basically 
the forms are the same, in the sense that, for example, we go to Tanzania and we went 
to the different tribes and we found that the majority of Tanzania was communal. And 
we helped the government to help them titled. But the only people who recorded 
them as communal were the shepherds, representing the 11% of the territory.  So, yes, 
they hold the in different ways, they have different clauses. If you go to Europe and 
you have an accident in Rome, they will reimburse you for your car in a different way 
they do in Zurich. But essentially is the same thing. So we adapt to the differences we 
find, because the West have them too. 
 
And are really the governments listening to you and your information? 
 
Oh, yeah. We have been invited to 37 countries by heads of state. We have been in 
Ghana, in Nigeria, in Russia, in Libya... We always go by head of state because they 
have to do a revolution. You need to have a political will, you have to face a lot of 
accusations, our critics will come up. It is a political thing.  
 
The changing of who controls these things is not a technological change, is a political 
one. When in Europe you decided that Louis XIV was not going to own France, that 
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France was going to be own by everybody, it was a political revolution. It has 
economical consequences, but really is a redistribution of power. So we were called by 
various countries, and if you’re answering to a head of state your chances of doing 
something are much bigger. Technicians can’t take these decisions; it has to be 
political. And it has to be in a long term.  
 
Have the elites of the developing countries sincere will of fighting poverty? 
 
I would say that most of the heads of state I have met are very sincere in the desire to 
do that. Even the crooks want to help the poor people. The problem is how you go 
about it, whether they know what you have to do. The question is how much do you 
esteem the poor. For example, when my friend Joseph Stiglitz said: “we are going to 
give them a microcredit”, you are giving them charity. If you say “I want to empower 
them, I going to give them all their rights” and they are citizens, they decide what they 
do, it means you have them in high esteem. I think one of the first things one has to 
conquer is the prejudice that the poor are incapable of getting ahead. They all want to 
help, it’s just many of them really believe that they are superior to the poor, and 
they’re really mistaken. And the proof of that is migration. The poor, those of my city, 
Arequipa, those who migrated to the United States are not poor any more, because 
they found opportunities, and those who stood behind got microcredits. You need 
both things, but when you essentially have to have esteem for everybody and accept 
that all have a huge potential, and you are not going to make a mistake. Which it 
doesn’t mean that you don’t have to help them.  
 
How big is the challenge of making a transition from customary rights to 
modern property in the developing countries? 
 
In Latin America and in Africa, indigenous people have their own rights, they just 
aren't recorded. When you go, you can clearly see who owns what and who's 
controlling. Sometimes is thought that these people don't control anything, and it's not 
true. Every time we've gone, we have seen that they even have maps.  
So the whole thing is essentially one, how to take a symbol system, or a sign system, 
that is not western, and to transfer it into documents that standardize and are 
uniform, so they're able to protect themselves from people who come with 
enforceable rights from outside. So the first thing you will have to do is to prove that 
they have them and that they want them legal.  
 
Many times you have to face intellectuals who would rather live in the past and think 
that they don't need protection, and the first thing you have to devise is a way in 
which you can consult with the indigenous people, so you can hear it from their 
mouths, not from those of the ones who represent them. In the moment you 
believable see what they say, you can move ahead. After that is very simple. Everyone 
will tell you: “my house goes the tree to the stone to the river, here is the rest of the 
community which approve”, then you put it in the consultation mechanism, everybody 
approves, and you make the transition, in the same way the transition was made in 
the Far West, in Texas, in California, in Italy... First thing you have to do is to get out of 
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people's heads that for some reason indigenous people don't want the same we do. 
Not true.  
 
The critical with your theories consider that this way some kind of corrupt 
these communities, creating in them the inequalities of the capitalistic society. 
 
The first thing you find when you go in there is that the amount of litigations, fights 
and murders among them for territory is really big. This thing about them to be a 
community bliss, maybe it was true a hundred years ago, but it is not today. You see it 
whenever you get them around the table. For example in the Peru recently it has been 
a confrontation, in an area called Bagua, between the indigenous Amazonic tribes and 
the police, there were forty dead, very bad. The government invited the different 
indigenous chiefs to come to dialogue in Lima. They brought out a document all on 
their own saying: community rights don't work in one individual and in family rights. 
Every time they have a meeting, that's what they say. If you have a meeting of the 
association of sociology professors of some university, they may come with a different 
thing, but with indigenous people always come out that are like us: some things are 
communal (the school, the road…), some things are private, some things are more to 
the left, some to the right, but they want them clear. And every time a foreigner comes 
in, and he has clear rights to get petrol, to get gold, to get lodge, whatever, if they don't 
have property rights, they will be wiped out.  
 
The next thing is this feeling, that they live in bliss. And wherever we have only 
indigenous communal rights, with not definition, is the poorest, sickest, part of Peru. 
The indigenous people of the Amazon live a full 25 five years or less than the rest of 
Peru. The 62% of Peruvian prostitutes come from the Amazon, being just 1% of the 
population. So this thing of James Cameron's Avatar, hanging from the trees and being 
beautiful, good for film, but I haven't seen it.  
 
There are about 5.000 tribes in the Amazon of Peru, and we have heard, and there 
have been photographic expeditions that show it, that there are about 20 or 24 tribes 
that have nothing to do with civilization as we know it. And my reply to that is 
absolutely, it´s all right, but in all our expeditions we haven´t met them. We have seen 
photographs. They must be somewhere out there, but there is a minority. All this may 
have been true when the Spaniards came in, but today the first thing an indigenous 
person wants is a motor to his canoe. The want communications, they want 
telephones, they want satellites, they want technology. They all use metallic tools, 
when they go to the doctor they go to the city… And I don´t think they can protect 
themselves without property rights, because these say who is in control. Nobody can 
abuse you if you have private property rights.  
 
  
  


