
Authoritarianism and Austrian Economics: The Paradox of Nayib Bukele’s Reforms in El 

Salvador 

Nayib Bukele’s leadership in El Salvador stands out for its convergence of authoritarian 

political tendencies and market-oriented reforms that resonate with Austrian Economics. 

Prominent observers—such as Freedom House and the BTI 2024 El Salvador Country Report—

highlight his consolidation of political power and the erosion of institutional checks (Freedom 

House 2023; BTI 2024). Yet Bukele has also introduced initiatives like Bitcoin adoption, 

deregulation, and incentives for foreign investment, sparking comparisons to the ideas of Ludwig 

von Mises, Friedrich A. Hayek, and Murray N. Rothbard. 

Austrian Economics revolves around limited government, voluntary exchange, and a 

competitive environment in which individuals exercise freedom of choice. This framework has 

driven innovation and dynamism in numerous contexts, yet it is traditionally seen as 

incompatible with heavy-handed control from the top. By examining Bukele’s policies—

especially his shift to Bitcoin as legal tender and his aggressive security measures—this essay 

explores whether Austrian principles can persist when one leader amasses most of the political 

clout. The question at hand is whether a disciplined but centralized governance structure nurtures 

or undermines the decentralized ethos championed by Austrian theorists. Ultimately, El Salvador 

provides a revealing look at how free-market ideals might function under a regime that embraces 

them selectively while consolidating power. 

 

  



I. Austrian Economics: A Competitive Framework 

Austrian Economics emphasizes voluntarism, individual liberty, and limited government 

intervention. Ludwig von Mises, in his classic work Human Action (1949), contends that the 

essence of a free market is found in consumer sovereignty: “The direction of all economic affairs 

is in the market society... a task not of civil government, but of the consumers” (p. 271). In 

Mises’s view, bottom-up choice—rather than top-down directives—drives genuine economic 

coordination and innovation. 

Murray N. Rothbard advances a similar logic in Man, Economy, and State (1962/2009). 

He asserts that “any forced exchange is a contradiction in terms” (p. 670), arguing that mandated 

transactions corrupt the voluntary fabric on which true markets rest. Rothbard’s writings stress 

that for markets to thrive, participants must be free from coercion, allowing entrepreneurial talent 

to flourish naturally. 

Friedrich A. Hayek introduces an additional cautionary note. In The Road to Serfdom 

(1944), he warns, “Economic control is not merely control of a sector of human life... it is the 

control of the means for all our ends” (p. 91). A government that centralizes economic planning 

effectively shapes every aspect of citizens’ lives, potentially stifling the creativity and 

spontaneous order Austrians prize. Later, in Denationalisation of Money (1976), Hayek 

champions the possibility of privately issued currencies to restrain state-driven inflation and 

encourage competition. 

In essence, Austrian thinkers converge around the conviction that decentralized decision-

making fosters innovation and accountability. When authority is concentrated in any single 



entity—be it a legislature or a strong executive—Austrian economics predicts eventual 

distortions in prices, property rights, or freedom itself. Bukele’s reform agenda might echo 

certain Austrian prescriptions, but the context of heavy political centralization poses fundamental 

questions about whether these free-market ideals can truly gain traction. 

 

II. Bukele’s Leadership and Market-Friendly Policies 

A. Centralizing Power 

Nayib Bukele’s rapid ascent to the presidency in 2019 featured promises to end 

corruption and spark economic revival. However, Freedom House (2023) has documented 

executive overreach, while the BTI 2024 El Salvador Country Report notes that legislative and 

judicial independence has declined (BTI 2024). Austrian principles rely on predictable rule of 

law and stable property rights (Mises, Human Action). When a leader accumulates control over 

multiple branches of government, there is a heightened risk that the checks and balances 

essential to long-term market health might erode. 

In The Road to Serfdom, Hayek underscores that “We shall never prevent the abuse of 

power if we are not prepared to limit power...” (Hayek, 1944, p. 67). Even if citizens desire swift 

reforms, an unconstrained executive could eventually undermine the freedoms it initially claimed 

to protect. This tension sets the stage for analyzing whether Bukele’s economic agenda can 

remain free from authoritarian distortions. 

B. Economic Deregulation and Bitcoin Adoption 



Despite—or perhaps because of—his centralized approach, Bukele has pushed policies typically 

lauded by free-market advocates: 

1. Deregulation: His administration touts streamlined processes for starting businesses and 

reduced bureaucratic hurdles. The American Affairs Journal identifies these strategies as 

part of the “Bukele Model,” aimed at attracting global investors. Austrian economists 

generally support lifting red tape, trusting competition and consumer choice to guide 

innovation (Mises, Human Action). 

2. Bitcoin Legal Tender: In 2021, El Salvador made headlines by adopting Bitcoin as 

official currency. Hayek’s Denationalisation of Money (1976) famously advocates 

currency competition to curb governmental overreach. Yet the key Austrian principle is 

voluntarism. Rothbard reminds us that if individuals or businesses are coerced into 

accepting a medium of exchange, “it is a contradiction in terms” (Rothbard, 1962/2009, 

p. 670). Compulsory Bitcoin acceptance challenges the genuine market-driven adoption 

that Austrian theory envisions. 

Emerging data from the World Bank points to a mild uptick in foreign direct investment, 

reflecting investor curiosity in El Salvador’s crypto experiment. Still, local usage of Bitcoin 

remains limited, suggesting the policy’s top-down nature might hinder the organic acceptance 

that Austrian thinkers view as indispensable. On paper, these reforms resonate with free-market 

ideals; in practice, they rest on Bukele’s centralized power, creating an uneasy interplay between 

Austrian rhetoric and a strong government hand. 

 



III. Security Crackdown and Its Economic Consequences 

A. Mano Dura and Immediate Results 

Beyond economic policy, Bukele is recognized for his aggressive stance on crime. El 

Salvador’s chronic gang violence, dominated by MS-13 and Barrio 18, has long stifled both 

everyday life and business activity. InSight Crime highlights Bukele’s strategy of mass arrests 

and expanded police powers to control these gangs (InSight Crime, “How El Salvador President 

Bukele Deals with Gangs”). This “mano dura” approach has proven effective statistically: 

Reuters reports a 70% drop in homicides in 2023, a success frequently attributed to Bukele’s 

crackdown (Reuters 2023). 

From an Austrian standpoint, a more secure environment can indeed spark economic confidence. 

Ludwig von Mises points out that markets benefit when people feel safe to own property, invest, 

and trade (Mises, Human Action). Eliminating violent extortion allows businesses to operate 

more freely, potentially raising living standards. 

B. Authoritarian Undercurrents 

Yet the manner of achieving reduced crime is critical. Hayek warns in The Road to Serfdom that 

once significant power is consolidated, it can be deployed for purposes that may undermine 

individual liberty (Hayek, 1944). While Austrian economists don’t deny the need for policing, 

they advise that due process and transparency remain intact to prevent the state from seizing too 

much control. 



Murray Rothbard places a moral emphasis on the non-aggression principle, writing, “No 

action can be truly voluntary unless it is free from violent interference by another man” 

(Rothbard, Man, Economy, and State, p. 1020). If thousands are detained arbitrarily or if there 

are backroom deals with gang leaders, the same strong-arm tactics could later be used to stifle 

dissent or pressure businesses into compliance with government edicts. The BTI 2024 echoes 

these concerns, noting that security policies devoid of institutional checks jeopardize human 

rights and risk normalizing authoritarian governance (BTI 2024). While Bukele’s crackdown 

might eliminate some immediate barriers to commerce, Austrian insights caution that 

concentrated power can become an obstacle to free-market liberty down the line. 

 

IV. The Authoritarian–Austrian Paradox 

A. Currency Competition vs. Government Mandate 

Bukele’s endorsement of Bitcoin can seem compatible with Hayek’s hope for multiple 

competing monies (Denationalisation of Money, 1976). Such competition theoretically 

safeguards consumers from inflationary government policies. However, a law compelling every 

business to accept Bitcoin collides with the voluntary nature that Austrian theorists uphold. 

Rothbard’s phrase “contradiction in terms” (1962/2009, p. 670) crystallizes the issue: a currency 

forced by legal requirement cannot fully embody the freedom Austrian economists associate with 

market-driven acceptance. 

B. Strength at the Top, Freedom at the Edges? 



Freedom House underscores that Bukele’s rapid policy shifts frequently circumvent 

typical checks, while the American Affairs Journal characterizes his rule as reliant on personal 

popularity (“Bukele Model”). Friedrich A. Hayek reflects on the slippery slope of centralizing 

authority: “The more the state ‘plans,’ the more difficult planning becomes for the individual” 

(Hayek, 1944, p. 94). Although Bukele’s swift moves impress those seeking an end to corruption 

and gang violence, Austrian perspectives question whether these same moves, once normalized, 

might undermine the predictability and accountability that sustain free enterprise. 

C. Adaptability or Contradiction? 

El Salvador reveals how Austrian-minded reforms—deregulation, competitive currencies, 

and reduced barriers—can flourish in certain respects, even under an authoritative regime. The 

immediate drops in crime and the slight rise in investment illustrate how a driven leader can 

produce results that partially align with free-market ideals (World Bank). Nevertheless, Austrian 

theorists like Mises would argue that such outcomes remain precarious if they rely on centralized 

power rather than genuine constitutional limits. The essence of Austrian economics rests on 

ensuring no single figure can arbitrarily alter the rules of the game. If Bukele continues to 

consolidate control, the tension between Austrian ideals and authoritarian execution may deepen. 

 

Nayib Bukele’s El Salvador stands at the intersection of Austrian-leaning reforms and a 

concentrated political structure. On the surface, policies like Bitcoin adoption and deregulation 

resemble Hayek’s vision of competition and Mises’s preference for minimal intervention. 

However, mandates that compel businesses to accept cryptocurrency challenge Rothbard’s 



insistence on voluntary exchange. Meanwhile, organizations like Freedom House and BTI 2024 

raise legitimate fears about where unchecked executive power ultimately leads. 

Short-term victories—reduced crime (Reuters 2023; InSight Crime) and modest 

investment gains (World Bank)—underscore the potential of freeing markets from bureaucratic 

constraints and criminal influences. But Austrian thinkers warn that a leader who can impose or 

reverse such reforms at might undercut freedom in the long haul. El Salvador’s experience thus 

raises a pressing question: can Austrian Economics find enduring success when one person 

wields enough authority to shape—and possibly distort—its fundamental principles? 
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