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On the consumption side of the ledger, the overwhelming
majority of consumption needs is satisfied by imports, thus
we end up “buying codfish from Nova Scotia, rice from Cal-
ifornia, and wood from Sweden” Increases in consumption,
therefore, generate demand for foreign, not local, labor;
again generating activity with little impact on the local

economy. The result is a
dissociated  economy
that does not produce
what it consumes and
consumes what it does
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Now, this model, even with all its deficiencies, may gen-
erate significant economic growth and, indeed, that was the
case in Puerto Rico between 1948 and 1974. However, that
growth was not based on the institutions or structures nec-
essary to sustain economic development, a rather different
and broader social phenomenon, over the long-term. When
economic growth collapsed in 1974, our government, in-
stead of rethinking this model, simply put the hollow econ-
omy on life support; obtaining a new federal tax exemption
(Section 936), increasing government employment, appeal-
ing for increases in federal transfers (food stamps), and is-
suing public debt in ever larger amounts.

During the first decade of the 21st century it has become
evident that our hollow economy has collapsed. Section 936
has been phased-out by the federal government, govern-
ment employment has increased to its upper limits, federal
transfers are solely dependent on the economic and political
dynamic in Washington DC — and thus cannot be the basis
of future development—and public indebtedness is cur-
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The bankrupt economy

rently at historic highs and unlikely to be a source of financ-
ing for long-term development. In short, our hollow econ-
omy is dead. :

Thus, we enter the era of the bankrupt economy. In this
era, we can expect economic growth to be anemic, stagnant,
or nil, unemployment to be consistently high, poverty and
all its attendant social ills to spread, and our overall quality
of life to decline. Furthermore, this bankruptcy is not lim-
ited to the economy. It seems to me that we have reached a
critical inflection point: the ancién regime is terminally
weak; all our social, economic, and political institutions are
rotten and crumbling. We are living in such a place, as Bar-

bara Tuchman wrote about Vienna at the end of the Aus-

tro-Hungarian Empire, “where something was visibly
coming to an end; everyone knew it and no one spoke of
i

So, what will replace the bankrupt economy? That is, per-
haps, the most important question we, collectively as a so-
ciety, face today. Yet, while our economy is literally sinking,
our so-called leaders focus on the most insignificant, in-
consequential, and trivial matters. The first thing for us to
dois to demand that our politicians, as St. Paul wrote to the
Corinthians, “put away childish things; for now we see
through a glass, darkly”

The time has come for serious thought, to deeply rethink
our social, economic, and political institutions. The alter-
native is economic stagnation, moral decay, and social de-
composition. A society, in short, where you would not want
your children to grow up.

The author is Director for Policy Development at the Cen-
ter for the New Economy, a Puerto Rico-based think tank.
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