
Draft version 

Please quote: Benczes, István: Taking back control over the economy. From economic 

populism to the economic consequences of populism. European Policy Analysis, 8:1, 2022, 

109-123. 

 

 

Taking back control over the economy 

From economic populism to the economic consequences of populism 

 

István Benczes 

Department of World Economy 

Corvinus University of Budapest 

Fővám tér 8., Budapest 

1093-Hungary 

istvan.benczes@uni-corvinus.hu 

 

 

1. Introduction1 

Thirty years ago, the supply-side concept of “economic populism” was a novel and original 

approach to conceptualise the failed development trajectories of Latin American economies. 

Certainly, populism has never been a purely economic phenomenon, and the relevance of the 

political dimension of populism was not denied by policy analysts at the time, but they harshly 

criticized social scientists for having “struggled to provide a meaningful and precise definition” 

of populism (Dornbusch and Edwards 1990, 246). At the heart of the research programme on 

 
1 This project has received funding from the European Union’s Horizon 2020 research and innovation 

programme under grant agreement No 822682. 

mailto:istvan.benczes@uni-corvinus.hu


economic populism was the analytical description of the boom-and-bust cycles and the main 

elements of the adopted policy package that favoured income redistribution and structural 

changes that brought about the eventual collapse of the economy (Dornbusch and Edwards 

1990, 1991b, Sachs 1989).  

Over the years, the concept of economic populism has lost its analytical strength and 

academic attractiveness. For one thing, current-day (political) populism cannot be simply 

equated with accelerating deficit, debt and/or inflation, current account crisis, etc. Except for 

Venezuela (de la Torre 2017), nowadays it is quite rare to witness populist cabinets openly 

engaging in excessively opportunistic economic policies to appease their voters. Second, the 

term economic populism has gone through serious conceptual stretching over the years. It has 

come to denote just too many real-world phenomena that might not be of any help in 

understanding contemporary populism. Apart from its original meaning, i.e., expansionary and 

myopic policies with dire consequences adopted in developing countries, economic populism 

today is often used as the synonym of income redistribution from the rich to the poor, triggered 

by growing income inequalities and the intensification of economic insecurity in advanced 

economies (Rodrik 2018a).2 Third, while there has been a boom in scholarly attention for 

detecting the economic causes of populism, scholars seem to have lost interest in studying its 

economic consequences. Analysts highlight the importance of globalisation (Rodrik 2018a) 

along with the intensification of international trade (Autor et al. 2017; Colantone and Stanig 

2018), growing income inequality (Pastor and Veronesi 2020), the occurrence of economic 

crises and the presence of economic insecurity (Guiso et al. 2017), and the erosion of trust 

(Dustmann et al. 2017) – without showing too much interest in doing (comparative) research 

on what populists actually do in power.3 

 
2 Inability of the central government to properly (re)act to increased indebtedness of the private sector induced 

Csaba (2008) to define the pre-2008-crisis era in the Baltic states as a “new kind of macroeconomic populism”. 
3 A notable exception to this trend has been Bartha et al. (2020), who put together a conceptual framework for 

policy analysis based upon the substantive, procedural and discursive components of populist public policies. 



But just because the classical form of economic populism does not prevail any longer, 

or the term lacks conceptual clarity, or research on the demand side is more rewarding in terms 

of academic recognition, scholars cannot give up on analysing the impact of populist takeover 

in the economy, especially that “[t]here is virtually no empirical research on the effectiveness 

of specific policy solutions” (Guriev and Papioannou 2020, 5). Empirical research, however, 

should ideally be built upon a common understanding of populism itself. Since the classical 

concept of economic populism is of no help, the paper turns to the so-called “ideational” 

approach of populism, the mainstream conceptualisation of the phenomenon in the social 

sciences, in order to provide an analytical framework for studying the economic consequences 

of populism. The operationalisation of the ideational definition can help highlight what policy 

analysts should possibly be looking at and assess while studying the supply side of populism. 

Based upon the definition of (political) populism, three major (and possible) consequences are 

identified in the paper: (1) the inclination of populist incumbents to embark on redistributive 

policies favouring “our” people against “others”, (2) their critical attitude towards autonomous 

organisations, professionals and institutions, and (3) their antagonistic relationship with the 

competitive market mechanism as a “blind” allocational mechanism. With the help of these 

three points, a cursory look can be initiated, thereby preparing the ground for more nuanced 

case study and comparative analyses of populist incumbency. Thereby, the papet helps to 

identify the major focus points for further analyses and it also aims at bringing back the “spirit” 

of the original concept of economic populism, often considered obsolete by many, by 

demonstrating that contemporary populism also has a strong inclination for negligence. This 

time, however, populism is not about the neglect of the budget constraint of the general 

government; instead, it tends to disregard the institutional constraints of the economy along 

with efficiency considerations.  Therefore, studying the economic consequences of populism 

can underline the differences amongst existing populisms worldwide and as such it can provide 



more substance to the thin ideology of populism, a process that can be called “thickening, a 

process via which populist ideology acquires additional features” (Kubik 2018, 4-5). 

Following the introduction, section 2 highlights the main features of the original concept 

of economic populism. Section 3, while criticises the classical concept of economic populism, 

also introduces the mainstream ideational approach of political science to populism. Section 4 

argues that income redistribution might be a direct consequence of populism, but it does not 

necessarily invoke unsustainable positions. Section 5 elaborates on the implications of 

populism on organisations and institutions, while section 6 concentrates on the consequences 

of populist takeover on the meta-institution of competitive market mechanism. Section 7 

concludes.  

 

2. The classical concept of economic populism 

The concept of (macro)economic populism was developed by Dornbusch and Edwards (1990, 

1991a, 1991b), by taking stock of the failed modernisation experience of post-World War II 

Latin America. The authors argued that the populist macroeconomic policies showed 

remarkable similarities across the region, despite the high degree of heterogeneity among the 

political regimes. Dornbusch and Edward’s (1990) first study focused on Salvador Allende’s 

Chile (1970-1973) and Alan Garcia’s Peru (1985-1990). This was followed by a critical analysis 

of six countries – Argentine, Brazil, Chile, Mexico, Peru, Nicaragua (see Dornbusch and 

Edwards 1991b). In turn, economic populism was defined as “an approach to economics that 

emphasizes growth and income redistribution and deemphasizes the risks of inflation and deficit 

finance, external constraints, and the reaction of economic agents to aggressive nonmarket 

policies” (Dornbusch and Edwards 1991a, 10). 

Both Dornbusch and Edwards (1990) and Sachs (1989) turned to Drake (1982) on 

interpreting populism as a reform-oriented policy that aimed at accelerating economic growth 



and providing opportunity for the masses to rid themselves of their past (i.e., poverty). This was 

how populism became the exclusive paradigm of Latin American countries struggling with the 

dual problems of underdevelopment and a highly uneven income distribution. The social origin 

of populism was, therefore, directly linked to a concrete level of economic development, 

namely industrialisation at the periphery (Hawkins 2010). 

Explanations of populism from a historical perspective normally tend to emphasise 

underdevelopment and the late-comer status of these countries (Vilas 1992). Yet, in the original 

understanding of Dornbusch and Edwards (1991a), the voluntarist development programmes 

themselves did not justify economic populism. Instead, the concept of economic populism 

traced the origins of the phenomenon back to the antagonistic social and economic conflicts of 

Latin America, emphasising the extremely unequal distribution of income and wealth. With the 

advent of universal suffrage, populist governments targeted the urban population, employees in 

the manufacturing industry, the public sector and the informal sector with their policies. 

Coalitions amongst classes were created to support import substitution industrialisation, with 

the general aim of a comprehensive social and economic reform (Sachs 1989).  

Economic populism was identified as a paradigm on the basis of four salient features. 

(1) The similarity of initial conditions, mostly in the form of moderate economic growth (or 

even recession), the perceived decline of living standards and the widening of the income gap 

between the rich and the poor. (2) The neglect of economic constraints, which practically meant 

the generous assumption of the existence of idle capacities throughout the economy that provide 

room for incumbents’ expansionary policies. (3) The populist policy package, which centred 

around the slogan of reactivation with redistribution – referring basically to the enforcement of 

rapid import substitution industrialisation. (4) The ultimate collapse of the economy, as a result 

of unsustainable policies and ill-conceived development strategies.  



The so-called “populist policy cycle” was a common feature of these countries (Dovis 

et al. 2016; Sachs 1989). In the first phase, economic growth and real wages increased, without 

the emergence of bottlenecks. Demand was boosted without hurting the sustainability of the 

macroeconomy. The second phase, though, revealed the inner contradictions of the paradigm. 

The position of the general government started to worsen, international reserves were used up 

quickly, inflation started to accelerate, and, in turn, administrative regulation was introduced to 

fix the evolving difficulties. The third phase witnessed the emergence of a shortage economy, 

as inflation galloped without limits, and dramatic imbalances in the current account were 

accompanied by a massive capital flight. Real wages declined and the national currency was 

devaluated. In the last stage, economic collapse became inevitable. The current account crisis 

culminated in a full-fledged economic crisis, often followed by violent political riots and coups. 

Since the populist cycle always ended up in failure and even disaster, it is puzzling why 

incumbents still continued to pursue unsustainable policies. Sachs (1989) argued that the highly 

uneven income distribution kept reproducing economic populism. Latin American economies 

were simply not able to leave behind the trap of deep social and economic cleavages. Acemoglu 

et al. (2013) added that Latin American populists defined their positions so that policies were 

always to the left of the median voter, thereby signalling the detachment of incumbents from 

the corrupt elite. That is, voters preferred the denial of corruption to even unsustainable policies. 

 

3. Political populism over economic populism 

The analytical strength of the classical concept originated from the fact that those policy 

objectives, mechanisms and measures were identified which ultimately generated a populist 

policy cycle, characterised by increased level of inflation, capital flight and economic chaos. 

As the concept established a direct causal relationship between various types of social and 

economic conflicts as drivers and policy cycles as consequences, it soon became a prolific and 



productive idea, widely used in scholarly works (see for instance Ball et al. 2019, Dovis et al. 

2016, Rode and Revuelta 2015).  

Yet, following the lost decade of the 1980s, Latin American governments seemed to 

give up on irresponsible economic policies and excelled as the top students of the Washington 

consensus, initiating macroeconomic stabilisation, market liberalisation and privatisation 

(Edwards 2010). The pro-market attitude was paired with stabilisation-oriented neoliberal 

policies that characterised the ruling of Menem, Collor de Mello and Fujimori in the 1990s. 

Populism, however, revived in a completely new form, giving place to an unexpected affinity 

between neoliberal economic philosophy and political populism (Weyland 1996).  

In the new millennium, populism became a world-wide phenomenon. It managed to 

evolve first in opposition only and mostly on the far right (Mudde 2007). Later on, it has 

consolidated its positions in the mainstream on both sides of the political spectre and 

successfully made through to the government from the US to Europe and Asia. That is, 

economic populism is simply not capable of adequately addressing the most recent waves of 

right-wing (or exclusionary) populism which is hardly engaging with unsustainable 

macroeconomic policies. As a corollary, “populism should not be defined on the basis of a 

specific type of economic policies” (Rovira Kaltwasser et al. 2017, 14).  

In the meantime, the so-called ideational approach has emerged as the mainstream 

paradigm for studying and understanding contemporary populism. The ideational approach 

identifies populism as a thin-centred ideology, which separates society into “two homogeneous 

and antagonistic groups, ‘the pure people’ versus ‘the corrupt elite’, and which argues that 

politics should be an expression of the volonte generale (general will) of the people” (Mudde 

2004, 543).4  

 
4 Thinness means that the particular ideology “is limited in ideational ambitions and scope” (Freeden (1998, 

750). 



In contrast to classical ideologies such as liberalism, socialism or conservativism, 

populism is restricted to a few core concepts. The term “people” refers to a homogenous and 

morally distinct community, the populist (leader) is being one of them, representing the interest 

of the people against the elite. The division line between the bad and the good is, however, quite 

flexible; purity is often related to a particular majority. The target group and the category of the 

people can be reinterpreted from context to context (Canovan 2005). The morally decaying 

corrupt elite, forming typically the country’s establishment, on the other hand, is simply the 

antithesis of the pure people and always puts its own interest first at the expense of the people. 

Populism is conceptualised therefore as a Manichean worldview, where good constantly fights 

bad. As the bad people are ignoring the interest of the true people, populists declare themselves 

as anti-establishment forces who often turn directly to their constituency. Last, but not least, 

popular sovereignty has a somewhat vulgar Rousseauian interpretation: politics has to be about 

the non-partisan or non-ideological general will of the pure, homogenous people and only about 

them. Populism is about serving simple remedies for alleged (or real) anomalies in the system 

by moving politics away from special interest to the implementation of the general will.  

The minimal definition of populism allows scholars to conduct comparative research 

without geographical limits. As Mudde argued (2017), it helps unambiguously categorise a case 

if it fits the cohort of populism or not; it allows for further categorisation within populism itself; 

the usage of the concept is not constrained either in space or in time; both the supply and the 

demand sides can be explained.  

Nevertheless, the ideology-based approach is not without criticisms either. From the 

perspective of policy analysis, the major failure of the ideational approach is that being a thin-

centred ideology, it “remains silent about second order principles, concerning what should be 

done, what policies should be followed, what decisions should be made” (Inglehart and Norris 

2019, 4). Populism has, in fact, a “chameleonic” character as it co-exists with other full-blown 



ideologies (Taggart 2000). Its marriage with conservativism would imply the respect of the idea 

of a small state, larger room for market activity, the dominance of private property, etc. If it is 

paired with socialism, there is an appetite for a larger state sector, active state involvement, 

increased welfare provision and subsidies etc. That is, populism, as a morally driven thin-

centred ideology, can take various forms. Its thinness does not allow it to systematically and 

distinctively engage with well-specified economic regimes that prescribe for a unique way of 

organising and governing the economy. In terms of policies, seemingly, anything is possible, 

or as populists tend to phrase it: nothing is impossible (Kyle and Gultchin 2018).  

 

4. Manichaean worldview and redistributive policies 

The definition of populism has a clear reference to the people and the elite and to their 

conflictual relationship – a line of reasoning which has been taken up in economic research too 

(Guriev 2017). For Acemoglu et al. (2013) and Guiso et al. (2018), one of the main defining 

pillars of populism was the antagonistic worldview that divided the community into two. For 

Eichengreen (2018), besides authoritarianism and nativism, anti-elitism was the defining 

feature of populism. Dustmann et al. (2017) applied the vocabulary of political scientists, too, 

when the conflict between residents and foreigners was highlighted. In Ivaldi and Mazzoleni 

(2019) pure people were the hardworking labourers, who created economic prosperity without 

reaping the rewards. 

Economics research is rather biased in studying redistribution under populist rule. The 

imprinting of Dornbusch and Edwards (1990) was so substantial amongst economists that their 

scholarly works tend to recycle the original concept of economic populism when political 

populism is equated with large scale redistribution programmes and the neglect of 

macroeconomic constraints of the economy. Reflecting upon the extremely high level of 

income inequality in Latin America, Acemoglu et al. (2013) demonstrated that redistributive 



policies were not just to the left of the political bliss point of the median voter, but as such they 

were also harmful in their overall consequences, pushing the countries to the brink. 

Redistribution-induced (hyper)inflation and poor macroeconomic performance were in the 

focus of the empirical analysis of Latin American post-dictatorship era in Bittencourt (2012), 

too. Populism is still equated with unsustainable fiscal policy in both Latin America (Edwards 

2010, 2019) and India (Jaffrelot and Tillin 2017). In the context of the EU, Dustmann et al. 

(2017) put a heavy emphasis on the redistribution of income, too, from the privileged to the 

common man and emphasised the disregard of the fiscal and current account constraints of false 

promises. An anti-austerity rhetoric can also be a winning strategy in contemporary Europe 

(Kahn and Tananbaum 2015). Most recently, Funke et al. (2020) found on a large sample of 

countries that populists typically engaged in expansionary redistributive policies irrespective of 

their geographical location.  

Yet, massive redistribution programmes that finally end up in unsustainable 

macroeconomic positions can hardly be identified in countries with populist governments 

today. With a few exceptions such as Venezuela under Maduro and the late Chavez, no 

excessive fiscal deficits or deteriorated macro balances can be observed in countries with a 

populist government. Even one of the most well-known radical left-wing populist parties, the 

Greek Syriza, signed up for the fiscal adjustment programme prescribed by the European 

Commission and the IMF eventually.  

The prevalence of relatively sound macroeconomic policies in countries of populists in 

power, however, does not render the analysis of the economic consequences of contemporary 

populism totally irrelevant. The definition of Mudde (2004) is quite helpful in operationalising 

what exactly policy analysts should look for. Populism is not about irresponsible macro policies 

any longer (Rovira Kaltwasser et al. 2017); yet, redistribution itself is a natural implication of 

the division of the political community into two seemingly homogenous groups, the good and 



the bad people. Any policy which does not address the need of the people (the majority, in fact) 

but serves specific interests should be understood as a compromise that is morally unacceptable. 

Cracking down on unauthentic elites is, in consequence, a moral obligation (a quest) of a 

populist. Importantly, the division line between the two groups is morally defined and not, for 

instance, economically, which, of course, does not prevent populists to name and blame certain 

economic groups, e.g., businessmen, economic migrants, international financial institutions, 

etc., which put their own interest above the morally superior majority. Furthermore, populism 

is a highly adaptable phenomenon; its political profile and programme can easily be altered so 

that the largest possible segment of the population can be targeted with it (Rovira Kaltwasser 

2018). The classification of who belongs to which group is not rock-solid, it can change from 

time to time to serve the interest of the populists in power.  

That said, policy analysis should focus on who the governing forces favour (the pure 

people) and whom it punishes (the others), along with the main mechanisms of such morally 

driven redistribution and its consequences. The ideational approach helps to understand that 

redistribution does not have to be unsustainable in order to be populist.  

By adopting the ideational approach, it can be shown that both a pro-rich flat tax system 

in Hungary and a pro-poor progressive tax regime in Latin America can be compatible with 

populism. Also, current account surplus in Greece (under Syriza), Poland (PiS) or Hungary 

(Fidesz) did not make these countries less populist than the Trump administration which faced 

a huge trade deficit.5 Advanced economies are typically the home to so-called exclusionary (or 

right-wing) populism, where the demarcation line lies between the native people and the 

foreigners, like migrants (Mudde and Rovira Kaltwasser 2013). In such regimes populists 

directly attack on the welfare state itself and propagate welfare chauvinism (Greve 2019). In 

 
5 On Hungary and Poland, see Bod, Pócsik and Neszmélyi (2021), Enyedi (2016), Orenstein and Bugaric (2020), 

Scheiring (2020), Toplisek (2019), on Greece, see Pappas and Aslanidis (2016), Stavrakis and Katsambekis 

(2014), on Trump, see Kazin (2016). 



consequence, there is an increasing tendency in these countries to reshape the domestic welfare 

system so that only the favoured members of the nation can get access to its benefits, while 

“others” (not necessarily foreigners) are excluded. Inclusionary populism, on the other hand, is 

characteristic to left-wing anti-establishment movements, where populists concentrate on 

corruption and poverty in their quest. These (radical) left-wing parties embark on the 

politicisation of material issues, blaming the business elite or capitalism itself. They tend to 

endorse large scale welfare programmes targeting the poor and the left-behind segments of the 

society.6 

 

5. People are everything – institutions are nothing 

According to the ideational approach, populism is more than a Manichean opposition of the bad 

and the good; it is also about equating politics with the common will of the people. Populism 

is, therefore, not simply anti-elitist, but also anti-pluralist. In contract to the pluralist notion of 

democracy, politics under populist rule is no longer seen “as a battleground between different 

policy positions” (Kyle and Gultchin 2018, 7). For populists, the delicate system of 

constitutional checks and balances along with the respect of minority rights or the rule of law 

can only compromise the integrity of the pure people (Müller 2016). But if policy positions and 

goals cannot be debated as only populists can have the legitimate right to define the common 

goal, all those vessels, channels, institutions and mechanisms would prove to be redundant 

which are otherwise considered as essential in the functioning and survival of a liberal 

democracy.  

Populists show a significant dislike towards the institutions of liberal democracy. 

Anything which impedes the embodiment of the general will of the people and, in turn, favours 

the special interest of non-authentic groups of the society, is considered an irritating obstacle. 

 
6 See for instance Edwards (2010, 2019) and de la Torre (2017) on Latin America, or, more specifically, Aytac 

and Önis (2014) on Argentina, Ricz (2017) on Brazil, and Madrid (2018) on Bolivia.  



One of the major quests of populists is, therefore, to name and shame those independent 

institutions and organisations which might (have) not serve(d) the interest of the majority. 

Certainly, malfunctions exist (both Rodrik 2018b and Rovira Kaltwasser 2019 provide a few 

concrete cases); yet the main point for a populist is to question the raison d’etre of anything that 

does not seem to serve the interest of their people. As a corollary, just like in politics, populists 

tend not to respect institutional constraints on the conduct of economic and public policy either, 

since such constraints prevent the elected representatives of the people from serving their 

electorates’ will (Rodrik 2018b). They are especially critical to those bodies, agencies and 

organisations which limit their ability to directly take part in decision-making and to attain 

control over resources (White 2017). Correlation with the classical concept of economic 

populism is straightforward: there it was the neglect of macroeconomic constraints that defined 

economic populism. More recently, however, it is the institutional constraints, often the result 

of decades-long evolution, that populists want to undo.  

Historically, the independence of central banks, the relatively large degree of autonomy 

of various regulatory bodies and watchdog institutions such as fiscal councils have been the 

consequence of the recognition that democratically elected politicians often have a short-term 

time horizon and are blind to the long-term consequences of their decisions. Once in 

government, rational politicians have an inclination to embark on time-inconsistent polices. 

One of the major lessons of Latin American economic populism was that countries needed to 

delegate decision-making to independent and autonomous bodies with a longer time horizon 

guaranteed by law in order to break the boom-and-bust cycles (Dovis et al. 2016). Time-

inconsistent behaviour induced democracies worldwide to adopt rules and institutions that 

constrain short-sighted politicians’ actions.  

Delegating authority to non-elected institutions can, however, be problematic from a 

normative viewpoint. If such institutions are not exposed to democratic control and 



accountability, their legitimacy can be questioned (Streeck 2016). This is exactly what populists 

do in the name of the people. Putting the Rousseauian idea of the ideational definition of 

populism into effect and equating the (pure) people with the sovereign, populists claim that no 

independent bodies or international treaties or any sort of unelected technocracy, which is seen 

as integrative element of the elite, can exercise control over the sovereign (Eichengreen 2018). 

In practical terms, populists may simply replace the elite in independent and autonomies bodies 

with their own comrades, or they can redesign these institutions by altering their financial and 

operational conditions, or they can simply ditch the unwanted institutions. 

Moral duty also implies that attacks on technocrats or on autonomous institutions and 

organisations are not dictated by efficiency considerations on the side of incumbents. Changes 

initiated by populists are motivated instead by breaking down the status quo, that is, by 

attacking on the establishment and favouring the people and especially those who represent the 

majority. Differences do exist in relation to whom to target in this battle. Exclusionary populism 

often challenges supranational structures, including the EU, and multilateral agreements and 

organisations, whereas inclusionary populism prefers attacking international financial 

institutions, multinationals and the process of globalisation.  

 

6. Populists versus competitive markets 

The ideational approach to populism makes it evident that populism is the antithesis of 

pluralism. However, the very idea of market competition is a pluralist notion too. In principle, 

competitive markets as meta-institutions can work effectively only if they turn a blind eye on 

who belongs to the group of the pure people and who does not. Competition, in its ideal form, 

allows every actor to enter the game and rewards the best performers (and only them), that is, 

those who are willing to pay the highest price and those who can produce at the lowest cost. 

Whereas the competitive market is a benchmark case for its ability to give a definitive answer 



to the questions of what, how and for whom to produce in an environment of scarcity, populists 

might find it problematic to accept the competitive market as the main allocational mechanism 

due to their morally defined standpoints. 

If the definition of the ideational approach is taken at face value, populists must have a 

highly ambivalent and rather sceptical understanding of not just concrete organisations and 

institutions but also of more abstract concepts such as competition and the very idea of a 

competitive market economy as, by definition, the latter cannot antagonise any relationship 

based on morally driven clusters in the economy. Under populist rule, just like de jure political 

constraints that are constitutive elements of a liberal democracy by preventing anyone to gain 

direct and unlimited access to political power, all those economic institutions that supposedly 

safeguard the solid and proper functioning of a competitive market economy are regarded as 

morally unacceptable constraints in pursuing the general will of the majority. 

If the outcome provided by the allocational mechanism of the competitive market is at 

odds with what populists see as the general will of the (pure) people, they might feel it their 

moral obligation to intervene. The concept of Pareto efficiency is concerned only with the 

efficiency of the allocation of resources (whether all mutually beneficial transactions have been 

carried out) and says nothing about the distribution of gains. Governments often try to intervene 

in the economy; by changing the initial endowment, incumbents try to shift the economy to a 

(more) preferred outcome. According to the second welfare theorem, in a competitive market 

economy, any Pareto efficient outcome is attainable. That is, just because a certain (the initial) 

distribution of income (wealth) is disliked, it should not imply the abandonment of the 

competitive market mechanism itself. However, the second welfare theorem makes any sense 

only if, following the intervention, the government allows actors to make their own decisions 

on production and consumption by relying on the decentralised structures of a competitive 

market (Stiglitz 2000).  



Re-regulating the market, i.e., directly or indirectly intervening in its functioning, is a 

logical consequence of populist rule. If, however, the rules of the game are changed according 

to the needs of the (otherwise flexible category of the) pure people, agents will certainly engage 

in bargaining with the state (the regulator) to alter the conditions of market exchange in their 

favour. In such a case, the rules cannot be held exogenous any longer to the game itself and the 

new market equilibrium will favour only those who are backed by administrative power (Ricz 

2021). A populist government, therefore, can define itself as a broker amongst competing 

parties, thereby endogenising market rules and institutions to political power.  

As with redistributive policies, preferences with regard to (market) regulation may vary 

from country to country. Nationalisation can co-exist with re-privatisation (Voszka 2018), de-

regulation does not prevent even the same government to impose re-regulation in the economy 

(Röth, Afonso and Spies 2017). The ideational approach does not help to detect the concrete 

forms of action taken by populists. Nevertheless, it draws attention to the welfare implications 

of such measures, as for populists “politics is about respecting popular sovereignty at any cost” 

(Mudde and Rovira Kaltwasser 2018, 1669, italics added). The term cost can be interpreted as 

loss in allocational efficiency, which is certainly hard to precisely measure but clearly 

underlines the existence of a price a society must pay for populist rule – even if no unsustainable 

macroeconomic policies have been undertaken.  

The supply-side analysis of populism should therefore also focus on the purposeful and 

intentional alteration of the institutional landscape of an economy by populists. The term 

institutions should be interpreted broadly, referring to not only concrete organisations or bodies. 

Institutions defined as the incentive structures of an economy that shape the decisions and 

actions of economic actors allows researchers to embark on a mezzo-level analysis in which 

both the concrete policies, as well as all those formal and informal constraints that directly 

shape the process of economic decision-making, are scrutinized (Williamson 2000). Weakened 



institutions (such as property rights) alter the perceptions of economic agents, who will 

calculate with higher transaction costs and show less interest in investing in long-term activities, 

including the accumulation of physical and human capital. According to the historical analysis 

of North (1991, 97), the major difference between the poor and the rich countries lies exactly 

in the robustness and effectiveness of their “humanly devised constraints that structure political, 

economic and social interaction”. It is exactly these humanly devised constraints that can be 

effectively attacked and altered by populists in the economy. 

 

Conclusion 

The ideational definition of populism is not without limitations. For instance, Weyland (2017) 

argued that while populist leaders do in fact use the (true) people, one of the core concepts of 

populism, as reference in their discourses, once in government, they tend to monopolise power. 

His political strategic interpretation therefore is more interested in what populists actually do, 

instead of what they are saying. As a thin-centred ideology, populism might also be lacking of 

ideological coherence, and, in turn, no single policy area can be identified where all populists 

would agree on what to do and how to do it (Aslanidis 2017). Such deficiencies, however, can 

also be viewed as assets of the definition of Mudde (2007). One of the major lessons that can 

be learnt from the ideational approach is the highly flexible and adaptable nature of populism. 

Populism is highly context-dependent (Hartwell 2021). The ideational definition can help social 

scientists along with policy analysts to identify populism across a wide range of countries and 

contexts, without limiting the study of the phenomenon to any particular set of economic or 

public policies. Policies are, in fact, just means in the hands of populists, not ends; therefore, 

“they need to be popular rather than coherent” (Böttcher and Wruuck 2017, 3). 

But a lack of coherence and in particular a well-defined populist policy package does 

not imply that the ideational approach would not inform researchers about the possible policy 



decisions of populists in power. It is, in fact, imperative to do research on the policy implications 

of populism, considering especially that populists tend to legitimise all their actions (both in the 

economy and outside of it) by referring to the general will of the people (Müller 2016). The 

actions of populists on the government can have serious short-term and long-term implications 

in the economy, which may or may not serve the interest of the people they wish to represent, 

not mentioning the whole electorate (see the criticism of Weyland 2017 above).  

One of the major findings of a supply-side analysis is that as opposed to the original 

concept of economic populism (of Latin America), contemporary populist governments seem 

to have internalised macroeconomic constraints in their decisions. Leaving macroeconomic 

sustainability intact, however, does not necessarily imply that populists would not do any harm 

to their economies. By reallocating resources through the reshaping of the rules, procedures and 

institutions of their economy, populists do not simply wish to redistribute income to a favoured 

group but also to pit the people against the elite (or the others) and to cement – or if needed, 

create – antagonistic divide in the society for good, without being explicit about the long-term 

negative consequences of their actions. The costs of the alteration of the humanly devised 

constraints of their economies are less direct now, however, than what the situation was with 

economic populism in the 1970s and 1980s. Nowadays, costs come mostly in the form of the 

degeneration of democratic institutions in general and the loss of allocational efficiency in 

particular, which are hard to quantify in exact terms. Populist governments, therefore, can hide 

the costs of reshaping the institutional landscape relatively easily – at least in the short run. 

Changing ownership structure, modifying the conditions for market entry, relativizing 

contractual engagement, or, generally speaking, changing the rules of the game according to 

the preferences of the majority (and only them), are the factors that may add up to the bill in 

the medium and long run. Populist politics is, after all, about the desire of and, practically, the 



means by which incumbents try to take control over the resources of their countries in the name 

of the people.  

From a broader perspective it also means that the supply-side analysis can help social 

scientists to better understand populism in the making. Policy-decisions might have a secondary 

role in determining what sort of populism evolves in a particular country, but the adopted public 

policies can massively thicken the ultimate profile of populism. Comparative research on 

contemporary populism is inadequate therefore without keeping a critical eye on policy 

consequences as well. 

 

References 

Acemoglu, Aron, Georgy Egorov and Konstantin Sonin. 2013. “A Political Theory of 

Populism.” The Quarterly Journal of Economics 128 (2): 771-805. 

Aslanidis, Paris. 2016. “Is Populism an Ideology? Refutation and a New Perspective.” Political 

Studies 64 (1s): 88-104. 

Aytac, Erdem and Ziya Önis. 2014. “Varieties of Populism in a Changing Global Context: The 

Divergent Paths of Erdoğan and Kirchnerismo.” Comparative Politics 47 (1): 41-59. 

Autor, David, David Dorn, Gordon Hanson and Kaveh Majlesi. (2017) “Note on the Effect of 

Trade Exposure on the 2016 Presidential Elections.” 2 March 2017. 

https://economics.mit.edu/files/12418 

Ball Christopher, Andreas Freytag and Miriam. 2019. “Populism-What Next? A First look at 

Populist Walking-Stick Economies.” CESifo Working Papers No. 7914. 

Bartha, Attila, Zsolt Boda and Dorottya Szikra. 2020. “When Populist Leaders Govern: 

Conceptualising Populism in Policy Making.” Politics and Governance 8(3): 71-81.  

Bittencourt, Manoel. 2012. “Democracy, Populism and Hyperinflation.” Economics of 

Governance 13(4): 311-332. 

https://economics.mit.edu/files/12418


Bleyer, Mario and Piroska Nagy-Mohacsi. 2017. “Populism and Time Inconsistency.” 22 

November, https://voxeu.org/article/populism-and-time-inconsistency 

Bod, Péter Ákos, Orsolya Pócsik and György Iván Neszmélyi. 2021. “Political and Policy 

Dilemmas of Euro Adoption in CEE Countries: What Next When Crisis Hits?” European 

Policy Analysis 7(2): 470-485. 

Böttcher, Barbara and Patricia Wruuck. 2017. Who is afraid of populists? EU Monitor, 

Deutsche Bank Research, 23 March  

Canovan, Margaret. 2005. The People. Cambridge: Polity. 

Colantone, Italo and Piero Stanig. 2018. “The Trade Origins of Economic Nationalism: Import 

Competition and Voting Behavior in Western Europe.” American Journal of Political Science 

62 (4): 936-953. 

Csaba, László. 2008. “The New Kind of Macroeconomic Populism.” Public Finance Quarterly, 

54(4): 601-616.  

de la Torre, Carlos. 2017. “Populism in Latin America.” In The Oxford Handbook of Populism, 

eds. Cristóbal Rovira Kaltwasser, Paul Taggart, Paulina Ochoa Espejo and Pierre Ostiguy, eds. 

248-263. Oxford: Oxford University Press. 

Dippel, Christian, Robert Gold and Stephan Heblich. 2015. “Globalization and its (Dis-

)content: Trade Shocks and Voting Behaviour.” NBER Working Paper 21812. 

Dornbusch, Rudiger and Sebastian Edwards. 1990. “Macroeconomic Populism.” Journal of 

Development Economics 32(2): 247-277. 

Dornbusch, Rudiger and Sebastian Edwards. 1991a. “The Macroeconomics of Populism.” In 

The Macroeconomics of Populism in Latin America, eds. Rudiger Dornbusch and Sebastian 

Edwards, 7-13. University of Chicago Press. 

Dornbusch, Rudiger and Sebastian Edwards, eds. 1991b. The Macroeconomics of Populism in 

Latin America. University of Chicago Press. 

https://voxeu.org/article/populism-and-time-inconsistency


Dovis, A., M. Golosov and A. Shourideh. 2016. Political Economy of Sovereign Debt: A Theory 

of Cycles of Populism and Austerity. NBER Working Paper No. 21948, Cambridge, MA. 

Drake, Paul. 1982. Conclusion: Requiem for Populism? In Populism in Latin America, eds. 

Michael Conniff, Albuquerque, NM, University of New Mexico Press. 

Dustmann, Christian, Barry Eichengreen, S. Otten, André Sapir, Guido Tabellini and Gylfi 

Zoega. 2017. Europe’s Trust Deficit: Causes and Remedies. London: CEPR Press. 

Edwards, Sebastian. 2010. Left Behind: Latin America and the False Promise of Populism. 

University of Chicago Press. 

Edwards, Sebastian. 2019. On Latin American Populism, and Its Echoes Around the World. 

NBER Working Paper 26333, October, Cambridge, MA. 

Eichengreen, Barry. 2018. The Populist Temptation: Economic Grievance and Political 

Reaction in the Modern Era. Oxford University Press. 

Enyedi, Zsolt. 2016. “Paternalist Populism and Illiberal Elitism in Central Europe.” Journal of 

Political Ideologies 21(1): 9-25.  

Freeden, Michael. 1998. “Is Nationalism a Distinct Ideology?” Political Studies 46(4): 748-

765. 

Funke, Manuel, Moritz Schularick and Christoph Trebesch. 2020. Populist Leaders and the 

Economy. Kiel Working Paper No 2169, Kiel: Kiel Institute for the World Economy, October. 

Greve, Bent. 2019. Welfare, Populism and Welfare Chauvinism. Bristol: The Policy Press. 

Guiso, Luigi, Helios Herrera, Massimo Morelli and Tommaso Sonno. 2017. “Populism: 

Demand and Supply.” CEPR Discussion Paper no. 11871.  

Guriev, Sergei. 2017. Moderator’s Introduction to the Vox Debate on Populism. 29. October 

2019. https://voxeu.org/article/moderator-s-introduction-vox-debate-populism 

Guriev, Sergei and Elias Papaioannou. 2020. The Political Economy of Populism. CEPR 

Discussion Paper No. 14433, London: CEPR. 

https://voxeu.org/article/moderator-s-introduction-vox-debate-populism


Hartwell, Christopher A. 2021. “Populism and Financial Markets.” Finance Research Letters, 

https://doi.org/10.1016/j.frl.2021.102479. 

Hawkins, Kirk. 2003. “Populism in Venezuela: The Rise of Chavismo.” Third World 

Quarterly 24(6): 1137-1160. 

Hawkins, Kirk. 2010. Venezuela’s Chavismo and Populism in Comparative Perspective. 

Cambridge University Press.  

 

Inglehart, Ronald and Pippa Norris. 2019. Cultural Backlash: Trump, Brexit, and Authoritarian 

Populism Cambridge: Cambridge University Press. 

Ionescu, Ghita and Ernst Gellner, eds. 1969. Populism: Its Meaning and National 

Characteristics, London: Weidenfeld and Nicolson. 

Ivaldi, Gilles and Oscar Mazzoleni. 2019. “Economic Populism and Producerism: European 

Right-Wing Populist Parties in a Transatlantic Perspective.” Populism 2(1): 1-28. 

Jaffrelot, Christophe and Louise Tillin. 2017. “Populism in India.” In The Oxford Handbook of 

Populism, eds. Cristóbal Rovira Kaltwasser, Paul Taggart, Paulina Ochoa Espejo and Pierre 

Ostiguy, 179-194. Oxford: Oxford University Press. 

Kahn, Robert and Steven Tananbaum. 2015. “Addressing Economic Populism in Europe.” 

Global Economics Monthly, Council on Foreign Relations, December. 

Kazin, Michael. 2016. “Trump and American Populism: Old Whine, New Bottles.” Foreign 

Affairs, 95(6): 17-24. 

Kubik, Jan. 2018. “FATIGUE and POPREBEL: What Are They All About? A Programmatic 

Statement.” https://populism-europe.com/wp-content/uploads/2019/10/Programmatic-

Manifesto-POP-and-FAT-18-October-2019.pdf 

Kyle, Jordan and Limur Gultchin. 2018. “Populists in Power Around the World.” Tony Blair 

Institute for Global Change.  

https://doi.org/10.1016/j.frl.2021.102479
https://populism-europe.com/wp-content/uploads/2019/10/Programmatic-Manifesto-POP-and-FAT-18-October-2019.pdf
https://populism-europe.com/wp-content/uploads/2019/10/Programmatic-Manifesto-POP-and-FAT-18-October-2019.pdf


Laclau, Ernesto. 2005. On Populist Reason. London: Verso.  

Madrid, Raul. 2018. “The Emergence of Ethno-populism in Latin America.” In Routledge 

Handbook of Global Populism, ed. Carlos de la Torre, 163-174, Milton Park: Routledge. 

Moore, Steven and Arthur Laffer. 2018. Trumponomics: Inside the America First Plan to 

Revive Our Economy. All Points Books. 

Mudde, Cas. 2004. “The Populist Zeitgeist.” Government and Opposition 39(4): 541-563. 

Mudde, Cas. 2007. Populist Radical Right Parties in Europe. Cambridge University Press. 

Mudde, Cas. 2017. “Populism: An Ideational Approach.” In The Oxford Handbook of 

Populism, eds. Cristóbal Rovira Kaltwasser, Paul Taggart, Paulina Ochoa Espejo and Pierre 

Ostiguy, 27-47. Oxford: Oxford University Press.  

Mudde, Cas and Cristóbal Rovira Kaltwasser. 2013. “Exclusionary vs. Inclusionary Populism: 

Comparing Contemporary Europe and Latin America.” Government and Opposition 48(2): 

147-174. 

Mudde, Cas and Cristóbal Rovira Kaltwasser. 2018. “Studying Populism in Comparative 

Perspective: Reflections on the Contemporary and Future Research Agenda.” Comparative 

Political Studies 1(13): 1667-1693. 

Müller, Jan-Werner. 2016. What is Populism? Philadelphia: University of Pennsylvania Press. 

North, Douglas. 1991. “Institutions.” Journal of Economic Perspectives 5(1): 97-112. 

Orenstein, Mitchell and Bojan Bugaric. 2020. “Work, Family, Fatherland: The Political 

Economy of Populism in Central and Eastern Europe.” LSE Discussion Paper Series 

163/2020, December.  

Pappas, Takis and Paris Aslanidis. 2016. “Greek Populism: A Political Drama in Five Acts.” 

In European Populism in the Shadow of the Great Recession, eds. Hanspeter Kriesi and Takis 

Pappas, 181-196. Colchester: ECPR Press.  



Pastor, Lubos and Pietro Veronesi. 2020. “Inequality Aversion, Populism, and the Backlash 

Against Globalization.” Chicago Booth Research Paper No. 20-11, December.  

Ricz, Judit. 2017. “The Rise and Fall (?) of a New Developmental State in Brazil.” Society and 

Economy 39 (1): 85-108. 

Ricz, Judit. 2021. “The Anatomy of the Newly Emerging Illiberal Model of State Capitalism: 

A Developmental Dead End?” International Journal of Public Administration DOI: 

10.1080/01900692.2021.1874984 

Rodrik, Dani. 2018a. “Populism and the Economics of Globalization.” Journal of International 

Business Policy 1(1-2): 12-33. 

Rodrik, Dani. 2018b. “Is Populism Necessarily Bad Economics?” AEA Papers and 

Proceedings, 108: 196–199.  

Rode, Martin and Julio Revuelta. 2015. “The Wild Bunch! An Empirical Note on Populism and 

Economic Institutions.” Economics of Governance 16(1): 73-96. 

Rovira Kaltwasser, Cristóbal. 2018. “Studying the (Economic) Consequences of Populism.” 

American Economic Review Papers and Proceedings, 108, 204-207.  

Rovira Kaltwasser, Cristóbal. 2019. “Populism and the Economy: An Ambivalent 

Relationship.” International Policy Analysis, Friedrich Ebert Stiftung. March 2019. 

Rovira Kaltwasser, Cristóbal, Paul Taggart, Paulina Ochoa Espejo and Pierre Ostiguy. 2017. 

“Populism: An Overview of the Concept and the State of the Art.” In The Oxford Handbook of 

Populism, eds. Cristóbal Rovira Kaltwasser, Paul Taggart, Paulina Ochoa Espejo and Pierre 

Ostiguy, 1-24. Oxford: Oxford University Press. 

Röth, Leonce, Alexander Afonso, and Denis Spies. 2018. “The impact of Populist Radical Right 

Parties on socio-economic policies.” European Political Science Review, 10(3), 325-350. 

Sachs, Jeffrey. 1989. “Social Conflict and Populist Policies in Latin America.” NBER Working 

Paper Series 2897. 



Scheiring, Gábor. 2020. The Retreat of Liberal Democracy. Authoritarian Capitalism and the 

Accumulative State in Hungary. New York, NY: Palgrave MacMillan.  

Stavrakis, Yannis and Giorgos Katsambekis. 2014. “Left-wing Populism in the European 

periphery: The Case of Syriza.” Journal of Political Ideologies 19(2): 127-129. 

Streeck, Wolfgang. 2016. How Will Capitalism End? Essays on a Failing System. London: 

Verso. 

Taggart, Paul. 2000. Populism. Open University Press. 

Stiglitz, Joseph. 2000. Economics of the Public Sector. W. W. Norton & Company  

Vilas, Carlos. 1992. “Latin American Populism: A Structural Approach.” Science & Society, 

56(4): 389-420. 

Voszka, Éva. 2018. “Nationalisation: A Hungarian Specialty or a New European Trend?” 

Europe-Asia Studies 70(8): 1-22.  

Weyland, Kurt. 1996. Neopopulism and Neoliberalism in Latin America: Unexpected 

Affinities.” Studies in Comparative International Development 31(3): 3-31. 

Weyland, Kurt. 1999. “Neoliberal Populism in Latin America and Eastern Europe.” 

Comparative Politics 31(4): 379-401.  

Weyland, Kurt. 2017. “A Political-Strategic Approach.” In The Oxford Handbook of Populism, 

eds. Cristóbal Rovira Kaltwasser, Paul Taggart, Paulina Ochoa Espejo and Pierre Ostiguy, 48-

72. Oxford: Oxford University Press. 

White, Jonathan. 2017. “Brexit, Populism and the Promise of Agency.” openDemocracy, 2 

February. https://www.opendemocracy.net/en/can-europe-make-it/brexit-populism-and-

promise-of-agency/ 

Williamson, Oliver. 2000. “The New Institutional Economics: Taking Stock, Looking 

Ahead.” Journal of Economic Literature 38(3): 595-613. 

 


