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Note by the Secretary-General

1 In its decision 5, taken at its organizational session in
1998, the Preparatory Committeeforthe Special Session of the
General Assembly on the Implementation of the Outcome of
the World Summit for Social Development and Further
Initiativesinvited GovernmentstocontributetotheTrustFund
forthe Follow-uptothe World SummitforSocial Devel opment
setupto support theparticipationofleastdevel opedcountries
in the work of the Preparatory Committee and the special
session and the organization of expert group meetings,
seminars, symposia and workshops to be held by the
Secretariat on issues of relevance to the special session, both
of whichwould contributeto the consideration of such issues
by the Preparatory Committee.

2. Initsresolution 1996/97 of 23 July 1996, the Economic
and Social Council decided on the substantive items of the
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agendafortheCommissionforSocialDevelopment at its future
sessions and a multi-year programme of work for the
consideration of priority themes. The priority theme for the
thirty-eighth session of the Commission in 2000 will be
“Contribution of the Commission to the overall review of the
implementation of the outcome of the Summit”.

3. In its resolution 1995/60 of 28 July 1995, the Council
decided that the Commission for Social Development should
establishthepractice of opening its debates to experts and the
main actors of civil society so as to enhance knowledge and
understanding of social development and the exchange of
information and experience. Further, in its resolution 1996/7,
the Council reaffirmed the need for ensuring an effective
partnership and cooperation between Governments and the
relevant actors of civil society, the social partners and the
major groups as defined in Agenda 21,' including
non-governmental organizationsand the private sector, in the
implementation of and follow-up to the Copenhagen
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Declaration and Programme of Action adopted at the W orld
Summit for Social Development and for ensuring their
involvement in the planning, elaboration,implementation and
evaluation of social policies at the national level.

4. Accordingly, in preparing for the thirty-eighth session
of the Commission for Social Development and the second
session of the Preparatory Committee for the Special Session
of the General Assembly on the Implementation of the
Outcome of the World Summit for Social Development and
FurtherInitiatives,andin responseto theexpressedintentions
of the Economic and Social Council, the Secretariat organized
asymposiumon States,marketsandsocial progress:roles and
cooperation of the public and private sectors,in cooperation
with the State Development Planning Commission of the
People’s Republic of China. The symposium was held in
Beijing from 11 to 13 October 1999. The symposium brought
togetherinternational experts fromall world regions, domestic
participants and observers from the United Nations system.
The Secretary-General wishes to express his thanks and
appreciation to the Government of the People’s Republic of
Chinafor hosting the symposium.

5. The report of the symposiumfollows the present note.

Notes

1 In addition to the socia partners (representatives of trade
unions, business and industry), the other major groups
identified in Agenda 21 are women; children and youth;
indigenous people; non-governmental organizations; local
authorities; the scientific and technological community; and
farmers.
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Report of thesymposium on States, marketsand social
progress: rolesand cooper ation of the public and
private sectors

Summary

A key question for the symposium concerned the interrelationships and interactions
among actors from Government, the private sector and civil society in the cause of social
progress. How does one define awell-functioning State? What is a well-functioning market?
What is the contribution of civil society? All must work efficiently, and yet the gauge of
efficiency, as measured by budget expenditure or by profit, is insufficient. The measures of
social progress areimprovementsinthewell-being of all people, their empowerment and their
enhanced participation in decisions that affect their lives. To bring about social progress,
development mustbesocially responsibleandenvironmentally sound.Indeterminingpriorities,
attention must be given to ethical and societal values. This is a view of development that
extends far beyond economic facts and figures. It is the view that Heads of State and
Government so nobly put forward at the World Summit for Social Development.

Thereis no universal recipe for development and social progressand each society must
determine its own approach. We have recently witnessed increased concern that the State
cannot respond to social needs. To some extent and in many places, the State has all but
withdrawn from the field of social development, allowing the market to determine social well-
being. Ultimately, however, Governments are the representatives of the people and have the
responsibility for promoting social goals on their behalf. All markets function on the basis of
traditions, institutions, rules and regul ations. It remainsakey functionofthe Statetodetermine
what range of issues are to be dealt with by markets, to set frameworks and to enable private
actorsto act moreresponsibly through them. The Statetakes on principally an“enabling” role,
complemented secondarily, and where necessary, with an “implementing” or a “regulating”
role.

The years since the World Summit for Social Development have been a period of rapid
change and economic uncertainty. While a few economies have enjoyed sustained growth,
many others have faced financial crisis, uncertainty or stagnation. On the social front, despite
increasing attention, there has been considerabl e regression as well as progress. The collapse
of several promisingeconomies wiped out in amatter of weeksormonthstheprogressachieved
during years of development efforts. Many armed conflicts have occurred — few have been
resolved. The number of people living in poverty has increased despite determined effortsin
many countries. Globalization and market liberalization have created increased uncertainty for
large numbers of people. Changes seem to occur more rapidly each year while inequality is
growing and polarization isincreasing, both within and among societies. Those individuals
and groups who are able to take advantage of changedo well — everyone else seemsto fall
farther behind.

Clearly, globalization can have both positive and negative impacts. Innovations and
technol ogicaladvances offeropportunitiesfornew, moreeffectivewaystoaddressintransigent
problems. Yetprogressisnotuniversaland it is not irreversible. Each country, and indeed cities
and regions within each country, has a different experience of globalization. While there can
be no blanket judgements concerning theimpact of globalization,what can be said is that the
process offers expanded opportunities at the
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same time that it increases risks. The priority concern for all the actors involved should be to
find ways and meansto take better advantage of opportunities and to reduce risks. Improved,
relevant and universal education is the best means to ensure that people are better prepared
totakeadvantageofchangingopportunities.Institutionsneedtobedevel opedorstrengthened
to help people to deal with risk. Among theseareimproved social protection, social insurance
schemes and access to information and to credit.

Globalizational soreducestheability ofindividual Governmentstoset independent policy.
With regard to public finance, for example, the ability of many Governments to secure funds
through taxation and tariffs has been reduced becauseof financial and tradeliberalization. At
atime whentheneed to remain competitiveisincreasing, the resources available to do so are
reduced. This raises the issue of governance. Within countries, the issue of governance
concernsthe establishmentor strengthening of mechanisms for participation and cooperation
among Government and the other social actors. Globally, theissuerelates to the devel opment
or strengthening of mechanisms and institutions to enable Governments and the other social
actorsto respond to forces beyond their individual scope.

Basic principles

Comprehensive lists of suggestions and recommendations for action appear at the end
of each chapterin the body ofthepresentreport. Some of thebasic principles upon whichthose
suggestions are based are expounded bel ow.

1. Ensuring thewelfare of vulnerable groups and individuals

Vulnerable groupsand individuals are thosewho are not empowered. This suggests that
vulnerability is also closely related to the question of governance. Governance refers to the
rules and institutionsthrough which States, markets and communities structure and regulate
all social and political interactions andtheir own functioning. The structure of governanceis
partly an historical inheritance, but it is also actively and consciously determined by present
action. The vulnerable, by definition, are not informed or empowered enough to participate.
The long-term remedy lies in removing the sources of vulnerability and increasing the
participation of all peoplein thestructures of governance: the short- or medium-term remedy
requires ensuring that the interests of the vulnerable are not sacrificed by the governance
structures that exist.

Just as national governance involves powerful and unempowered groups, so too does
the construction of evolving institutions of global governance. The principal challenge of
globalization is that, whereas the instruments for governance, by design or by default, need
to go beyond the national to the global level, the capacity of more and more groups (of
individual s and nations) to participate in governance tends to decline. A key dilemmais that
we are trying to respond to global problems with purely national solutions, which are not up
to the task. At the same time, many national problems are generated by decisions or actions
taken at the global level.

In confronting the issue of vulnerability, whether at the national or the global level, the
values of civility and decency, empathy and solidarity, acquire overwhelming importance as
the social bases for cooperation. The problem is not how to reconcile “ State” and “market”
values, but to make both States and markets answerable to fundamental human val ues.
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2. Enlarging employment by promoting small enterprises

To promote full employment requires policies and actions which support rapid growth
of opportunities forincome-generating work. A s recognized at the Copenhagen Summit, rapid
job creation islikely to occur most often in small and medium-sized enterprises. Yet studies
indicatethat it is arelatively small number of fast-growing small firms that actually account for
most job creation, not the entire sector. It isimportant for Governments to adopt policies and
programmes to both strengthen small- and medium-sized enterprises and encourage
labour-intensive growth. Governments can do this by promoting an appropriate business
environment, ensuring an adequate legal framework for markets to function and encouraging
larger firmsto provide support.

Policies should al so provide support forinformal sector enterprises,while assisting them
to overcomeobstacles and constraints to fullerintegration into the formal economy. Attention
must also be given to the quality of such employment and its sustainability.

3. Financing social development

Therationaleforfinancing social development is not only that it is acentral goal for every
humane society, but al so that investment in the poor makes good economic sense. It has often
been argued that sufficient resources exist to meet basic human needs everywhere. What is
required to ensure adequate financing is sufficient political will, mechanisms for determining
how resources are allocated, improved administrative arrangements and cooperation among
the social actors, including communities.

For individualsliving in poverty, akey to enhanced financing of social developmentis
to improve their access to financial services, both savings and credit. To this end, public
support, including subsidized support, is necessary to facilitate the “down-scaling” of
commercial banks and the “ up-scaling” of informal financeinstitutions. Public support is also
required to assist people living in poverty to establish credit history.

It isimportant to clearly define the nature of anticipated policy changes and the goods
or services to be provided: are the benefits public, private or mixed? Pure public goods (e.g.
primary education or basic health care) should be financed publicly. Mixed goods, such as
tertiary education, create opportunities for public-private partnerships. Financing of purely
private goods should, as faras possible, be left to market mechani sms. To achieve more within
existing resources, public financing could be leveraged.

Within countries, it is important to review carefully the possibilities for re-orienting
expenditures fromspending onsocial“ills” (produced by social neglect), such as monies spent
building prisons or hiring additional police, to spending on social “benefits”, such as
employment creation or education. At the global level, solidarity and cooperation are the key.
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|. Introduction and background

1 Four and a half years have passed since the World
Summit forSocial Developmentwasconvenedin Copenhagen.
The participation of so many Heads of State and Government,
the 10 commitments to which they agreed and the
comprehensive Programme of Action which they approved
werefundamental affirmationsof anew, holistic understanding
of development. That understanding put human beingsat the
centre of concern for development. As they review the
implementation of the outcome of the Social Summit and as
they considerfurtherinitiativesforfutureaction,Governments
are invited to recall the many important and fundamental
aspects of theconsensus achievedat Copenhagen,inter alia:

(a) Thecentraldefiningcriteriaof social progressmust
be improvement in the human condition and people’s ability
to control their lives and their futures;

(b) People should be fully involved in solving their
own problems;toachievethis participationrequireseducation,
empowerment, information and democratic institutions;

(c) Partnership among the agencies of Government,
theorganizationsof civil society and enterprises inthe private
sector is essential to promote sustainable, equitable
development and social progress;

(d) There is a wide diversity of national situations,
experiences and abilities; while uniform solutions are not
desirableandwhile each country mustdefineitsown priorities,
there is a need for greater sharing of experience and
international cooperation;

(e) Equity,fairnessand social justiceremain essential
concerns.

2. The goals and objectives established at the World
Summit remain of utmostrelevance. Theinterveningyearshave
witnessed acceleration of the globalizing forces that affect
economic and social development in al countries and the
abilitiesofthevariousactorstoaccomplishtheirindividual and
joint objectives. While some progress has been achieved in
some places in reducing poverty, promoting full employment
and enhancing socialintegration,there haveal so been serious
reversals. Eventsduring the pastfiveyears haverevealed just
howfragiledevelopmentand social progress can be. They al so
havedemonstratedthat market-based sol utionsby themselves
areinsufficient for promoting equitable development. Market
liberalization has ledto spectacular, if not always consistent,
growth, but it has alsoledtogreaterinequality and polarization
within and among societies; some regions have been mostly
overlooked by private capital, and in al regions the swift

withdrawal of investor confidence can lead to economic
collapse and social distress.

3. Furthermore, the years since the Copenhagen Summit
have reveal ed a paradox: whilethere is general consensus on
thegoals of development, there remainsacontinuing inability
to implement sufficient specific policies and concrete
programmesto achievethosegoals.Inaglobal sense,weknow
alot and we agree on a great deal — so why don’t we take
action? The General Assembly at its special session in Geneva
in June 2000 should make a concrete appeal to Governments
to make national plans, in consultation with othersocial actors
at the national level, to achieve the commitments made at
Copenhagen. Additionally, betterinternational cooperation is
needed and the Assembly should suggest specific initiatives
and measures to provide new impetustowards achieving the
Summit’s objectives and promoting social progress.Wehope
to contribute to this process by offering some analysis of the
current situation and suggestions and recommendations for
the consideration of Governments and other social actors.

4, Threekey areas of social developmentwere considered,
namely “ensuring the welfare of vulnerable groups and
individuals”, “enlarging employment by promoting small
enterprisesin all sectors of the economy”, and “financing of
social development”, from the perspective of the balance
between publicand privateresponsibilityinthesespheres.Can
markets guarantee equity, fairness and social justice? Can
Governments? If there is one thing which can be stated with
any certainty, it is that to attain progressin these key areas
some mixof publicand privateprovisioningisrequiredin every
country. How the specific mix is determined is a matter for
national discussion.

5. Theextent to which an effective mixof publicand private
contributions can provide optimal development and equitable
well-beingis also subject to forces of the global economy and
the support of the international community. Globalization,
which will receive more in-depth treatment in the sections to
follow, may be considered to be essentially irreversible. This
has led many actors,both publicand private,to feel essentially
powerless against faceless global forces. The impact of
globalization onaparticularindividual, group or nation should
not be seen as being beyond anyone’s control. If it is not
possible to slay the beast, might it not be possible to tame it
a bit? Do States rule markets, do markets rule States or can
there be some middle ground? Ideally, this middle ground
would involv e the partnerships which are invoked at every
opportunity,partnershipsof Government, civil society and the
privatesectorin orderto pool talents and resources — onthe
basis of specialization and comparative advantage — to
achieve the objectives of the World Summit for Social
Development.
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II. Ensuring the wdfare of vulnerable
groupsand individuals

A. Definitions

6. Rather than making alistof specific vulnerable groups,
it is more important to reach an understanding of underlying
factors which cause vulnerability and to find some common
approaches to reducing vulnerability and marginalization
within thediversity of national situations. Vulnerable groups
are people who are not empowered — they are the least
informed, the least organized, the least able to manage their
interaction with others in the community, and they are often
voicel ess.Somevulnerabilitiescanbeconsideredas*“relative”,
inthatthey are socially created and canbeamelioratedthrough
policy interventions, education and legal measures. Other
vulnerabilities (such as disability) might be considered
“absolute” because they are not easily overcome and,
therefore, therights of such groups must be protected. There
is also atendency for human problems to clusterandto create
multiple vulnerabilities, which makes confronting them much
more difficult.

7. Thecombinedforces of modernization and globalization
seem to be increasing vulnerability, or the perception of
vulnerability. The increased insecurity and uncertainty that
people feel can cause them to view globalization negatively
and needs to be addressed. Simultaneously, purely
market-driven globalization,whichignores historical, cultural
and national values and differences, has created social
upheaval and increased vulnerability for large numbers of
people in al countries. This is to some extent because
modernization and globalizationintroduce new challenges —
implying new opportunities and risks. It is important to
considerthe relationship between vulnerability and risk. The
linkbetween riskand economic growth should be recognized:
growth requires taking chances, making investments,
encouragingentrepreneurialbehaviour.Ontheotherhand,one
of the reasons for poverty is that the poor cannot insure
themselves againstrisk. Societies should,therefore, consider
how best to respond to risk. Mutual forms of organization are
important, particularly for provision of insurance and
protection schemes.

8. A major goal for all social actors should be to assist
peopleinresponding to new opportunities andtoprotectthem
against new risks. Globalization, however, is occurring on a
dual basis: market-based liberalization, which is happening
very quickly, and political-economy globalization, which is
irritatingly slow in making itself felt. Political-economy

globalization refers to the development and strengthening of
services,organizationsand networksthat help peoplerespond
to change — a process which is not keeping pace with the
changes resulting from liberalization. Experience shows that
the depth and impact of recent macroeconomic crises were
directly related to the strength of social networks and their
ability to provide some degree of social protection. Building
community throughsocial networksand organizationsisavery
difficult task, which would benefit from the support of
Governments. The generation of social capital should be
considered an important responsibility of Governments.

9. The question of values and ethics must be raised —
even if market economies are seen as i ndi spensabl e, societies
are not ruled by the values of the market. Market principles
cannotreplacethe values of solidarity,compassionand equity.
Families, communities and informal networks, whose
interactionsare based not on concern for profit but on mutual
interest and concern, remain fundamental, if sometimes
threatened, in all societies. Furthermore,whileit is possible to
conceive that ethical behaviour and social responsibility can
be embodied in enterprises, this requires astructure of laws or
principles which conditions those enterprises and their
corporategoverningstructures;emphasis mustbegiventothe
rights of others as well as shareholders. There are many
examples of ethical behaviour and social responsibility
displayed by enterprises; examples and bestpracticesin this
field should be identified, highlighted and disseminated.

10. The value of civility and decency towards the less
fortunate, the vulnerable or marginalized and the global
community should be stressed. Concern for human
responsibility and solidarity should entail the involvement of
the powerful in society in obligation to the rest of society.

B. Microconcerns andissues

11. In considering how States and markets respond to
vulnerability, thereis afundamental need to ensure the rights
of vulnerable individuals and groupswithin the protection of
al human rights. Of primary concern in overcoming
vulnerability is the provision of universal social services.
Universal primary education and basic healthcareforall remain
essential but may not be sufficient. There will also be a need
totarget interventionstowardsvulnerablegroups.Inaddition,
as globalization continues and new challenges arise, more
specialized services are required. Higher education, for
example,is becomingincreasingly important.A t the same time,
within universal provision, vulnerable groupsand individuals
may need special attention. Attaining universal social service
provisions while providing special servicesto the vulnerable
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and marginalized is not contradictory. It will certainly require
innovative thinking and may involve the dismantling of
administrative and bureaucratic cultures which can hinder
advances inthis area. Too often, social servicesfail the people
they are meant to serve.

12.  With regard to provision of services for poor and
vulnerable groups, there remains a great need for expanded
partnerships among Government, the private sector and civil
society. But there may be fundamental conflicts of interest
among the public agencies, private enterprises,
non-governmental organizations (NGOs) and professionals
responsible forthe services and the needs and desires of the
recipients of thoseservices. This is nottosay that partnership
is dispensable, but rather to recognize that the service
providers often have interests of their own which needto be
reconciled with one another and with the needs of the
community. How these potential conflicts of interest are
resolved can fundamentally influence the ability of services
to provide assistance to vulnerable groups and individuals.

13. Often, there remains a need to change the way
individuals andsocietiesthinkinordertofacilitatepartnership.
For partnership to be effective, it must be wide-ranging and
moreorlesshalanced. Governments caneasily overwhelmtheir
partnersincivil society; multinational corporations, multilateral
institutions or bilateral donor agencies may exert undue
influenceon Governmentsandcivil society; privateenterprises
may seetheir role as limited to protecting the interests of their
shareholders;thestruggleforresourcescancreatecompetition
among agencies which renders partnership unworkable; the
profit motive might overrule considerations of equity and
universalisminserviceprovision. Partnership remainsa“work
in progress” in most places, and greater attention is needed to
establish and strengthen mechanisms which can make it
effective.

14. The importance of knowledge and information is
increasing daily in the new global economy. More and more,
the “new” vulnerable will be those people without access to
information or the skills to use it. The value of learning is
essential: in an increasingly changing economy, where job
security can no longer be assumed, people need to be able to
continueto learnand keep abreast of innovation. Theinability
to continue learning leaves individuals and groups without
protection in a changing world. Therefore, the education of
children is vital; children who do not receive adequate
education are at risk of being marginalized, as adults, from the
world of work. Education must include development of the
skills and abilities to continue to learn throughout life.

C. Macro concerns andissues

15.  Economic growth can providethelong-term solutionto
poverty, but the short-term impact of growth has often been
to worsenincome inequality and to increase vulnerability for
individuals, families and communities. It is insufficient to wait
for the benefits of economic growth to “trickle down” to the
poor and vulnerable for, without intervention, thisis unlikely
to happen.In fact, economic devel opment and the process of
innovation can create greater inequalities and divisions in
society — the rich get richerand benefit more from advances
intechnology, while those who are unable to keep up withthe
pace of change in an increasingly information-oriented age
become vulnerable and risk becoming marginalized.
Vulnerability can be created or worsened through the forces
of themarket and the powerrelationshipswhich existin every
society:vestedinterests,competinggroupsandethnicrivalries
may act to protect their own interests.

16. Economic issues also have social consequences: high
rates of inflation, for example, affect the weak and vulnerable
more than the strong and powerful members of society. Sound
macroeconomicpoliciesare, therefore, fundamental toeradicate
poverty and vulnerability, to achieve economic stability and
to protect people from the negative and protracted effects of
macroeconomic shocks. But the definition of “sound
macroeconomic policies” mustberevisited. At the very least,
the distributional consequences of specific policies must be
carefully analysed. Financial planners and policy makers al so
have to be made to see that social policies are useful to
economicgrowth, for, otherwise, social concernswill never be
more than secondary toeconomic considerations. To promote
social progress, every Government, within its own national
context, has theresponsibility to gear its policies, regulations
and provision of finance towards the needs of the most
vulnerable, deprived and excluded members of society. While
it isimportant to develop appropriate policies to improve the
situation of vulnerable groups and to promote a “ society for
all”, as envisaged at Copenhagen,itis also very important to
“mainstream” awareness of the needs of vulnerable groupsin
dl policies,including fiscal and employment policies, in order
to ensure greater consideration of their needs and their wider
participation in society. Participation can be enhanced by
bringing decision-making closer to the people. There can be
valueingreaterdecentralizationofresponsibility and authority
from the national to the local level, where people can be
expected to exert more influence over decision-making.

17. If it ispossibleto speak of individuals and groups as
being vulnerable or marginalized, it should al so be possible to
speak of countries, orindeed regions or continents, as being
vulnerable. Globalization has created a situation in which a
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group of developing countries is highly integrated into the
global economy, and amuch larger group is marginalized from
it; while a third group is both integrated and marginalized at
the same time. Openness to the global economy creates a
situation which can create high levels of growth, but also the
risk of rapid collapseif investments are quickly withdrawn, as
the Asian financial crisis demonstrated. It is important to
considertheextent to which countries are able to choose the
terms on which they are integrated into the global economy
and how their choice (or lack of choice) affects the well-being
of their people. Countries have become vulnerable in part
becauseof rapid economic liberalization. Opening the capital
accounts has created added risk: national financial regulation
and infrastructure may be underdevel oped and the risks have
not beensufficiently understood. The question must be asked
whether the current pace and pattern of globalization are
modifiable, and whether Governments and other social actors
— aloneortogether— have the capacity and opportunity to
do so.

18. At the international level, there is a need for greater
dialogue so that differing views can be expressed and
Governments can be afforded more room to make choices. It
is alsoincreasingly recognized that equitable management of
“global public goods” requires concerted efforts. Thisisthe
realmof globalgovernance.Yettherearepowerfulinternational
institutions (World Bank, the World Trade Organization
(WTO),thelnternational M onetary Fund (IMF)) which restrict
the ability of Governments to make independent choices and
“global rules” are likely to increase. There should be greater
opportunity fordialogueto promote international consensus
on the development of these “global rules”. There is also a
need to rethink the design and operation of international
institutions, including financial institutions.

D. Comparativerolesof Statesand markets

19. Sometimes the State may not bein apositionto exercise
its expected role of protecting the vulnerable and promoting
thecommon good. Thesetasks may be left to the market orto
civil society. The question arises as to whether the private
sector has the ethic required to overcome vulnerability and
whether civil society has the capability. The recent trend
towards cutbacks in Government funding for social services
is often presented as an objective factor resulting fromalack
of resources, but the level and distribution of Government
resources is certainly amatter of political choice and theresult
of specific decisions. Government withdrawal from social
service provision, to be replaced by the private and
non-governmental sector, may work in countries where civil
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society is strong, but not in other places. In many places,
including Africa, both the Stateand civil society are generally
weak.

20. Efforts should be made to increase understanding of
market-driven notions such as competition and efficiency and
the impact they have: is cost the only basis for determining
efficiency, profit the only determinant of success?This is not
to imply that markets do not serve auseful function, but aplea
for continued intervention to promote fairness. There is
certainly a need to shake up governmental complacency and
to humanize corporate behaviour. Corporate social
responsibility must be encouraged and channelled: can the
behaviouroftheprivatesector beinfluenced so that it focuses
on the needs and interests of vulnerable groups? Can
enterprises be encouraged to consider more than the bottom
line, to become better corporate citizens and work to increase
social cohesionalongwithprofits?Governmentincentivesand
consumer insistence may prove useful in thisregard.

21. It is also important that the role and potential
contribution of the private sector not be exaggerated. Just as
it is unrealistic to expect “trickle down” benefits to
substantially improvethewell-beingofthepoorandvulnerable
groups, it is also unrealistic to expect the private sector to
provide universal social services or to solve social problems
onitsown. A pooling of efforts and resources is needed and,
to the extent that private enterprises can contributeresources
in some areas, Government resources can be freed for usein
other areas.

E. Suggestions and recommendations

22. At the national level the following suggestions and
recommendationsforensuringthewelfare of vulnerablegroups
and individuals were put forward at the symposium:

(&) Mechanisms to implement the Government-civil
society-private sector partnership should be strengthened;
within these arrangements, mechanisms must be developed
which provide vulnerable groups the opportunity to express
their views and interests; there is also a need to consider and
develop pluralistic regulatory mechanisms;

(b) Governments must become more “pro-active” in
fighting vulnerability: service providers must seek out the
vulnerable (case-finding); they must inform them of their
options and the services available to them (case-managing);
they must mediate on behalf of vulnerable individuals and
groups to help them break through the bureaucracies and
ensure that they get the services they need and deserve
(advocacy); they must continuously review and evaluatethe
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services providedto ensure that they are sufficient, that they
meet needs and that they perform effectively;

(c) Achieving an efficient system of services may
require innovative modes of provision that entail an adequate
mix of public, private and non-profit participation and
mobilizing new resources from the supply side; basic social
services should be financed through taxation, not user fees,
which, in many cases, never revert to the facilities for which
they were intended;

(d) Decentralizationofauthority and decision-making
should be encouraged; as decentralization proceeds, thereis
a need to increase local capacities; policies are needed to
promote economic empowerment,enhanced_civil participation
andincreasedhumanresourcesat thelocalorcommunity level;
there is a compelling need to evaluate services on the basis of
data received from service users at the community level;

(e) Private enterprises should be offered incentives
to adopt socially responsible behaviour through, inter alia,
reaching out to vulnerable groups by offering
income-generatingandtrainingopportunitieswhichgobeyond
what is strictly necessary for the enterprise but which are
socially useful, including generating jobs specifically for
persons with disabilities;

(fy  Itisimportanttodevel op programmeswithbuilt-in
incentives, so that the benefits offered to poor and vulnerable
groups can have long-term positive effects; for example, a
programme to provide families with income support might
include a requirement that families ensure that their children
attend school regularly;

(g) Special efforts are needed to involve the most
vulnerablegroups,inparticularpersonswith disabilities,inthe
development of policies, programmes and pragmatic action to
improve their situations and ensure their well-being.

23. Attheinternational levelthefollowing suggestionsand
recommendations were put forward:

(@) Thenotion of vulnerability should be enlarged to
include countries; further attention should be given to the
development of this notion currently being undertaken with
respect to small island devel oping countries;

(b) It is necessary to look to multiple models and
different approaches to development; international financial
institutions and donor agencies need to reshapethe kinds of
assistance they provide to fit different circumstances; the
one-size-fits-all approach is outdated,;

(c) There should bedejurerecognitionthat countries
aredifferentand thatitis seriously counter-productivetoinsist
that all countries follow one set of policies; this recognition

would provide countries a sounder basis for negotiating with
international institutions;

(d) Thereisaneedtointroducemoderationintherate
of global integration; the agendas of international i nstitutions
are being set at a rapid pace, which precludes in-depth
discussion or incorporation of the views and concerns of
vulnerable groups and countries;

(e) Itshould bepossibletolookintoinnovativeways
to make grants and loans, not just through government
channels,butdirectly to organizationsof civil society; indoing
so, careful consideration must be givento the need to ensure
operational capacities to managegrants or loans, to maintain
accountability to clients (rather than donors), and in other
ways to protect their autonomy and ability to operate.

24.  Ultimately, the questionboils down to an issue of rights:
the fundamental right of each person to achieve his or her
potential and contributeto the family, community and society.
This consideration must inform all our policies and
programmes, as well as the political and economic choices our
societies make. The focus in deciding on the mix between
public and private— between States and the market — is the
consideration of which mix will do most for human beings.

[11. Enlarging employment by

promoting small- and medium-sized
enterprisesin all sectors of the
economy

25.  The Copenhagen Summit recognized the potential of
small- and medium-sized enterprises to generate employment
opportunities and stated that theseenterprises are likely to be
the majorsource of job creation in developed countriesinthe
years ahead. If this is true, the case might also be made that
small- and medium-sized enterprises should be supported in
developing countries as well, where the creation of new
employment opportunities represents a major and growing
challenge.

26.  Studies of small- and medium-sized enterprises indicate
that a relatively small number of fast-growing firms actually
accounts for the vast majority of jobs created by the entire
sector. It is also true that as the gross national product (GNP)
rises, the percentage of small- and medium-sized enterprises
in the economy tends to decline and the relative importance
of larger firms rises. The optimist might say that this indicates
that it is possible for small firms to grow and become more
stable,creatingemploymentas they doso. Thepessimistmight
argue that since large numbers of small firms do not grow or
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succeed in creating new jobs, the sector cannot provide a
viable solutionto the problemofjobcreation.Therealistmight
reply that the truth must lie somewhere in between.
Recognizing that small- and medium-sized enterprises must
beviewed withinthecontext oftheindustrial systems of which
they formapart and that situations vary in different countries
as a result of different patterns of economic interaction,
historical traditions and levels of development, it should be
possible to create conditions for successful firms to create
employment without viewing the entire sector as a panacea.
Governmentpolicy should thusprovidesupport for small firms
to overcome obstacles and constraints to their growth and to
their fuller integration into theformal economy, so that those
firms that havethe potential can grow. Attention should also
be paid to the quality of employment these enterprises may
generate, as well as to working conditions, safety and health
considerations. The interaction between States and markets
is obvious: markets may create employment, but Government
— including local and regional authorities — retains a central
role, particularly with regard to promoting an appropriate
business environment, in ensuring an adequate legal
framework and providing supportive actions.

27. Any consideration of employment must not fail to
recognize unpaid or unstructured work, in particularthework
done by women. Human value is not simply a result of paid
work; it is important to recognize the contributions of all
people, but particularly women, through the unpaid and
voluntary work they do.

A. Factors whichmay influence the growthand
development of small- and medium-sized
enterprises

28. Inany economy hundreds, if not thousands, of small
enterprises are established each year. The success of these
enterprises and their ability to create employment dependson
a multitude of factors. Among the many factors which may
influence the growth and development of small- and
medium-sized enterprises, the existence of an entrepreneurial
climateor enterpriseculture may be one ofthe mostimportant.
In addition, the development of managerial capabilities is
essential. Other factors include: a stable macroeconomic
environment which will result in lower interest rates, thereby
reducing the cost of borrowing; access to resources for
growth, includingcredit and seed capital, fromboth formal and
informal sources; the availability of infrastructure; access to
information about available training, technologies, export
opportunities and sources of financing; the existence of
mechanisms to exchange information and share experiences
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and best practices; the availability of analyses on market
conditions,including information on foreign markets; and the
potential for a transfer of technology and know-how from
large-scal e enterprises to small-and medium-sizedenterprises.

29. The success and survival of small- and medium-sized
enterprises can be improved substantially through effective
partnershipsbetween the public and privatesectors. Therole
of the community in policy initiativesis especially important,
particularly inrelationto credit markets,includingtheprovision
of microcredit through NGOs and communal arrangements to
guarantee collateral for loans.

B. Obstaclesand congtraints

30. Small- and medium-sized enterprises represent the most
vulnerable, unstable sector of the economy. There is a high
“deathrate” of firms inthesector, whichresultsinloss of jobs.
Because of their size, small- and medium-sized enterprises
generally face difficulties and increased costs when seeking
to obtain information. Similarly, suppliers of information are
often not interested in providing it to small- and medium-sized
enterprisesbecauseofthelow potential return for their efforts.
In this context, there may be an underlying assumption that
“big represents modern” and “small represents backward”.
This perception may create a reluctance to support small
enterprises.

31. Thissituation can create an asymmetry of information:
while firms understandtheir own problems and risks, potential
lenders do not have accessto thatinformationand it is usually
costly for them to obtain it. This creates obstacles to the
provision of credit, including higher interest rates. Lack of
access to credit, lack of a credit history and high rates of
interest make it extremely difficult for small entrepreneursto
borrowtoinvestintheirenterprises. Although microcredit can
be highly profitable for lenders, the high fixed costs of entry
in many cases discourage many banks and other financial
institutions from providing it.

32.  Market liberalization has made it difficult for small- and
medium-sized enterprises to compete with large international
firmsin selling their products. In general, economic policies
have givenprioritytogrowthratherthan employment creation.
This has resulted in capital-intensive investments and the
growth of unemployment.

C. Employment inthe formal and informal
sectors
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33.  Small- and medium-sized enterprises are sometimes
informal and unregistered and often operate on the margins of
the formal economy, but one must be careful not to equate
small- and medium-sized enterprises with the informal sector.
The tendency to equate the two may in fact underlie the
divergent views about the potential for growth of these
enterprises and the desirability of providing support to them.

34. Theinformal sectoris considered by sometobeastrong
source of employment generation and an example of economic
vibrancy; othersseeitasrepresenting theprecariousexistence
of desperate people who cannot find employment and must
therefore do something to survive. Without enteringintothe
long-standing debate about the nature of theinformal sector,
it is perhaps sufficient to state that informal enterprises are
unlikely to generate significant numbers of newjobswith high
enoughproductivity togeneratesufficient incomes tosupport
satisfactory living standards. Therefore, the issue, from the
perspective of employment generation, becomes how to
overcometheimpedimentstotransition to theformaleconomy,
and the role of Government, in this view, is to reduce the
burden for enterprises of switching from the informal to the
formal sector. It should be recognized, however, that in doing
so, enterprises may lose their comparative advantage.

35. If, however, one assumes that informal sector work is
work-of-last-resort, then the issue is not how to maximize
employment but how to improve productivity and maximize
profit to fight poverty.

D. Other consderations

36. Thereareregional aspects which affect the growth of
small- and medium-sized enterprises. In some countries, cities
may be substantially integratedintotheglobal economy, while
rural areas are left out. The result may bethat people resort to
self-employment in small enterprises as a short-term survival
strategy. Theresort toself-employment in responseto shocks
caused by economic transitions, globalization and market
liberalization may take several forms, of both short and long
duration,and in both traditional and innovative sectors of the
economy. That is, people may create small enterprises for a
variety of reasons and with a variety of objectives. To be
successful, policies to support thesesmall enterprises need to
take into account theunderlyingreasons and objectives upon
which they were founded.

37. Thefact that many Governments and large-scale firms
have implemented “downsizing” schemes to rationalize their
operations may have a positive outcome in that such actions
create a pool of experienced, talented workers and managers
who can bring their skills and knowledge to small- and

medium-sizedenterprises.Small-and medium-sizedenterprises
can strengthen their chances of survival by establishing
linkages withlarge-scal e firms through means such as supply
contracts, outsourcing arrangements or subcontracting.
Large-scale firms can also support the growth of small- and
medium-sized enterprises through cooperative arrangements
such as mentoring, the provision of technical personnel to
offer assistance in areas such as product quality control, the
development of administrative systems and the training of
staff.

38. A sector which offers the potential for extensive
employment growth is provision of social and community
services. The provision of such services is, by definition,
labour-intensive and the demand for such servicesislikely to
grow as aresult of changing demographics, family structures
and economic conditions. Questions arise, however, with
regard to the funding of theseservices. Some combination of
public and community funding may be required.

39. Cooperatives can make an important contribution to
employment generation, and also to social development
becausethey provide people with asocial context and ameans
to integrate with markets. Even when they do not produce
profits, cooperatives can provide people with a sense of
belonging, allowing them to develop their potential and can
reduce welfare burdens by employing those who might
otherwise seek public assistance. Similarly, other small- and
medium-sized enterprises can, by providing employment
opportunities, reduce social pressures and costs, including
undesirable migration and welfare costs.

E. Suggestions and recommendations

40. Inthe area of small- and medium-sized enterprises, the
followingsuggestionsand recommendationswere put forward
at the symposium:

() Governments should ensure an adequate legal
framework, createtaxincentives,devel opexport opportunities,
encouragelargefirms to provide support and instil a senseof
corporate responsibility towards small- and medium-sized
enterprises; International Labour Organization (ILO)
recommendation 189 on general conditions for the promotion
of jobcreationinsmall-and medium-sized enterprises provides
suggestionsforactionswhichcould betakenby Governments;

(b) Access to credit at reasonable interest ratesis
essential; Governments may consider creation of special credit
funds for entrepreneurs, but the State is often not the best
judgeofsuccessful entrepreneurial ability orcredit worthiness,
therefore, it may be advisable to establish a partnership
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between the Government and commercial banks to provide
credit:banks canprovidetheirexpertisein determining riskand
credit worthiness while Governments can act as guarantors of
the loans to be disbursed;

(c) Governments and large firms could create
programmes to help small- and medium-sized enterprises
establishcredit historiesand credit worthiness, orsupport joint
action by groups of borrowersto provide information about
their credit worthiness and back it with group collateral;

(d) Public policy should support the devel opment of
infrastructure to support thesurvivaland growth of small- and
medium-sized enterprises; examples include the creation of
industrial estates and the provisionof centralizedservicesand
assistance, transport facilities and utilities;

(e) Governmentscanal sosupport small-and medium-
sized enterprises by purchasing thegoods and services they
offer;

(fy Governments should support and promote
cooperatives, member-based (representative) associations of
entrepreneurs and informal sector operators;

(g) Efforts should be undertaken to counteract the
high failure rate of small- and medium-sized enterprises:
support for clusters of small enterprises and forassociations,
groupings, clubs, chambers of commerce and other such
organizationsof mutual support can help small- and medium-
sized enterprises to devel op the necessary skills, support and
information they need to survive;

(h) Governments should institute and support
networking arrangements so that small- and medium-sized
enterprises can come together to benefit frommutual support
and share experiences;

(i)  Programmesto enhance entrepreneurship should
be developed: entrepreneurial development can be included
as part of educational reforms aimedat making schooling more
responsive to the changing needs and opportunities of the
workplace; entrepreneurship can al so be encouraged through
demonstration projects, “learning by doing”, and incubator
arrangements which provide training and support;

()  Privatesectorprovidersof business development
services to small- and medium-sized enterprises should also
be promoted and supported,;

(k)  Governments must retain a monitoring function,
perhapsin partnership with organizations of civil society, on
the compliance of small- and medium-sized enterprises with
agreed labour standards and working conditions;

) In certain circumstances, Governments may
consider protecting small- and medium-sized enterprises from
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external competition, which has increased as a result of
globalization and market liberalization; it should be stressed
that the intention is not to protect inefficient firms but to
protect useful, traditional economic activities;

(m) International organizationsshouldassistcountries
— through provision of technical support and information—
to establish systems for collecting and evaluating data on
employment;

(n) International organizations — including ILO, the
United Nations Educational, Scientific and Cultural
Organization (UNESCO) and the United Nations Industrial
Development Organization (UNIDO) — could expand their
activities to assist countries in developing a culture of
entrepreneurship and updating school curricula and training
programmes so that they better prepare students for
employment.

41. At the conclusion of this discussion, it remains to be
stated that, notwithstanding the prediction that small- and
medium-sized enterprises are likely to be major providers of
employment opportunitiesin the years to come, there remain
in every economy other important sources of jobs and other
policies that Governments can and should adopt to promote
full employment.

V. Financing social development

42. It was suggested at the start of the discussion of
financing social development that the rationale for financing
was based on the premise that the development of the poor
makes good economic sense. When people are healthy,
educated, housed, clothed,employed, involved and content,
it is not just they who benefit but all members of society.
Clearly, it should be possible to achieve some consensus on
the mosturgent needs of a given society and, once agreement
has been achieved, it should be possible to accomplish the
goals through mobilization of sufficient will, resources, effort
and cooperation. Primary education and basic health care
provide cases in point. Indeed it has often been argued that
sufficient resources already exist or can be easily freed up to
meet basic humanneedseverywhere. Theseare concepts with
which few people might disagree. Yet sensible and
well-intentioned people continue to disagree every day over
the means to achieve these and hundreds of other goals that
comprisewhat wecall social development and social progress.

A. Expanding the means of finance to promote
social development
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43. A key to enhanced financing of social development is
to improve access of people living in poverty to financial
services.This would involveafullerintegrationoftheinformal
and formal domestic financial markets to extend the benefits
of financial liberalizationtothe poor and to vulnerable groups.
Currently, only the better-off sectors of most societies have
accesstoformalfinancial markets and only they havetherefore
benefitedfromthegainsthat liberalizationcanbring.Theresult
has been growing inequity. Much attention has been given
recently to the provision of microcredit to these groups, but
rather than providing a separate and distinct system,
Governments might prefer to subsidize access to financial
markets or the outreach activities of existing banks, or to
provide opportunities for access through existing service
networks such as post offices.

44.  Withregardtomicrocreditschemes, experienceindicates
that the most successful ventures have involved a mixed
savingsand credit scheme,whereby potential borrowers must
firstestablishtheir credit worthiness by maintaining savings;
this hel psthemto devel op acredit history upon whichto draw
aloan. There isalso aneed to create savings situations for
poor and vulnerable people, so that they too may take
advantage of interest-bearing accounts and so that they may
accumul ate resources to enable them to survivelean periods
(*income-smoothing”). The poor and vulnerable, because of
the scarcity of resources at their disposal, are at risk of
defaulting on loans because of accident orillness; therefore,
arrangements for simple, affordable healthinsurancefor poor
and vulnerable people should be established.

45. A system could be established to enable individuals to
afford fees for tertiary education through establishment of a
“diplomatax”, whereby Government would agree to pre-pay
the expenses of auniversity education and collect re-payment
in the form of atax on the future earnings of the graduate.

46. In some places, consideration has been given to
proposals that services tothe poorand vulnerable groups be
ensured through public provision, while wealthier groups
would providefortheir own social needs, in particularthrough
provision of services in themarket. Theargumentisthat scarce
public resources should not be devoted to meeting the needs
of people who can easily provide for themselves. While it
might be possible in some instances to encourage wealthier
membersof soci ety notto make useof publicly-providedsocial
services, care must be taken to ensure continuation of the
fundamental principle that social services should be provided
universally. Universalism in service provision is the best
guarantee of service quality,becauseexperienceindicatesthat
whenthewealthiersegments of societies utilizepublic services
they have a stronginterestin maintaining them. Universalism
alsoencouragessocial integrationthroughequal treatmentand

avoids the problems of stigmatization associated with means
testing.

B. International assistance and capital flows

47.  Whenthinkingoffinancingsocial devel opment,weneed
toreturn to the target that donor countries devote 0.7 per cent
of GNP to official development assistance (ODA). It is no
secret that levels of ODA have never even approached the
target and we can only be pessimistic about levels of ODA in
the coming years. It is, therefore, essential that every penny
bespent wisely. The 20/20 concept,firstraisedat Copenhagen,
has received a more positive response in recent years from
many donor and recipient countries. The concept is not seen
as an attempt to impose new conditionalities but as a means
oftargeting scarceresources more effectively tosupport basic
services.

48. Discussionhas occurredinrecentyearsonthe question
ofdonor Governments providing ODA tosupport regionaland
global public goods. While the Global Environment Fund has
provided some experience, decisionson supporting such use
of ODA willlikely await better clarification of the mandates and
responsibilities of the agencies concerned, as well as better
targeting. At the same time, the concept of funding global
public goods must be acceptable to all development partners
and not giverisetoconcernsthat resources are being diverted
from traditional assistance programmes.

49. During the past decade, a large part of ODA has been
redirected from Governments to NGOs and the private sector.
It may bethatthis shift has occurred too quickly withtheresult
that assistance is not being effectively utilized by the new
recipients while the former recipients may have ceased to
function. Therefore, there is a danger that existing structures
can be weakened and become ineffective without any new
structuresevolvingtoreplacethem; the outcome isthenworse
than what existed previously. The question of the speed at
which changes are implemented needs careful consideration.

50. Withregard tointernational capital flows,it isimportant
to point out that, currently, investments generally flow to a
small group of devel oping countries which are already highly
integrated into the global economy. These countries, and
indeed many other devel oping countries, may already be able
to finance their social development needs from domestic
savings (althoughtheir abilitiestomake the necessary choices
may be constrained by various political and social factors). It
is precisely thoselow-income and | east developed countries,
mainly in sub-Saharan Africa and South Asia, which most
desperately need capital investment that are least likely to
receiveit. A major reason for this situation is that the credit
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worthiness of these countries is either shaken or not well
established. The issueis not to make investors aware of the
credit worthiness of al developing countries per se, but to
improvethe credit worthiness of those countries mostin need
of privateinvestment. Otherwise, investment will continueto
flow only to those countries which least need it.

51. Atthesametime,it should be possible to introduce the
notion of social responsibility among investors. This may be
occurring to some extent already as more investments flow
fromsources suchaspension fundsandinsurancecompanies,
which are potentially more long-term, patient investors than
bankers and more reliable funders of social development
programmes. In this regard, it might also be possible for
concerned organizations of civil society to promote public
opinion in investor countries to change unsustainable
investment behaviour.

52.  Withregard tothe question of the development of new
international financial architecture, more consideration is
needed and caution should prevail. There may be a need for
new structures and institutions in the long term, but these
should be treated as alast resort. First and foremost thereis
aneedtoencouragedial ogueamongthe many actorsinvolved.
Investors and other financial actors are capable of changing
their attitudes and behaviour, but it is preferable for this
changeto result fromdialogueratherthan fromtheimposition
ofnewrulesandregulations.In orderto change behaviour, the
“freeriderissue” mustbe addressed — this referstothenotion
that for changeto be effective, group agreement is required so
that no one individual or firm receives undue advantage or
penalty.

53.  The opening of many countries to global financial
markets has created situationsin which Governments, at both
local and national level s,have new accessto opportunities to
borrow, yet many of the officials concerned have little or no
experience with the workings of financial markets and no
accurate concept of their abilities to repay theloans. This has
led to numerous cases of potential public default or
bankruptcy. Thereis atremendous process of learning which
needs to occur before fundswhich might be available can be
efficiently and effectively utilized and repaid.

C. Hindrancesto financing social development

54.  The amount of resources available, while important, is
not the sole issue of concern in financing social devel opment.
How resources are beingsafeguarded,distributed and utilized
must also be considered. M ost societies are composed of
interestgroupswith competing agendas,and there is often no
appropriatemechanismtoresol vedifferentinterests, objectives
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and priorities in a consensual or mutually beneficial way.
Entrenched interest groups, long-standing practices,
bureaucratic cultures and inertia can al affect decisionsabout
where resources are allocated and how effectively they are
utilized.

55. Implementationof programmes is often poor and project
funds are often spent without clear objectives simply because
people at the field level are under pressure to spend. Often,
there is no real senseof accountability forthe implementation
of programmes and no serious consequences of failure —
projects can run for years with no visible result.

56. Political will is often insufficient or unsustained. Even
when political will is not lacking, the needs are often
overwhelming and there remains great difficulty for many
politicians,policy makers and planners toprioritizealthemany
actions which need to be taken. Priorities are sometimes
adopted which may not bein the bestinterests of the poorand
vulnerable groups. Politicians continue to support big
infrastructure projects which may be of only indirect benefit
tothe poor, whileignoringprogrammesto providebasic social
services which are truly needed.

57.  Partnership remains afact morein rhetoric than reality.
In spite of the expressed desire for greater collaboration,
representatives of Government and the private sector often
find themselves at odds. Even when they want the same
things, they may speak “different languages”. Improved
communicationandinformation-sharingwould improvemutual
understanding and cooperation.

58. Sometimes, as a result of their experience, poor and
vulnerable people havelost confidence in the formal financial
system. A bank failure which wipes out the savings of a
lifetime only has to happen once before confidence is
destroyed. Market liberalization and theresulting reductionin
controls canal soshake people’s confidence, resulting inmany
poor and vulnerable people continuing to use traditional
savingsmethodsratherthancommittingtheir savingstoformal
institutions, even if thosetraditional methods are themselves
less than fully secure and even if they pay no interest.

59. The continued imposition by international financial
institutions upon some developing countries of policies for
structural adjustment can have profoundly negative impacts
onthepoorand vulnerable. Greaterattention is needed to the
social impact of these policies.

60. Largepercentages of ODA grants are spent inthedonor
country, raising questions about who the intended
beneficiaries truly are.
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D. Suggestions and recommendations

61. Careful evaluation of the costs of each proposal inits
individual context is needed in orderto determinewhether the
proposal indeed results in savings or frees up resources.
Attention should also be given to the relationship between
fairness and efficiency in determining which approaches are
best. In some instances, fairness and efficiency might prove
tobecomplementary andinothers they might becontradictory
factors. To the extent that a determination is possible, public
policy and expenditure should support approaches where
fairness and efficiency are complementary:

(@) Thereisaneedforstrictereval uationof programme
and project implementation and outcomestoensurethatfunds
for social development are effectively utilized,;

(b) Consideration should be given to adopting an
approach to funding social devel opment which mixes aspects
of planning and accountability from the private sector with
social concerns of the public sector;

(c) Emphasis should be given to the efficiency and
effectiveness, professionalism and integrity of public
administration in the civil service;

(d) With regard to ODA, better targeting and more
effectiveness in the delivery and expenditure of funds is
imperativeto ensure social devel opment; there should also be
better integration of aid and public and private financing;

(e) With regard to grants and loans provided to
developing countries,itwould beusefulto create amechanism
at the national level through which more parties can be
involved in monitoring the receipt and utilizationofresources;

(fy  Withregard tothosedevel oping countries which
aresubstantially integrated intotheglobal economy andwhich
are, therefore, vulnerable to rapid capital withdrawal, it would
make sense to create a large pool of money to stabilize
economiesin times of crisis; other official flows (e.g. export
credits) can also be important factors for stabilization;

(9) Withregard tothosedevel oping countries which
are substantially marginalized from the global economy and,
consequently, largely absent from global financial markets, it
would make senseto enhance the financial capacities of local
communities and civil society to help generate resources;

(h)  Other countries experience both integration and
marginalization simultaneously; in these countries it is
important to increase capacity in the social sectors, but it is
also important to provide strong incentives and increased
status to social service workers;

0] Donorsshould moveaway completely fromproject
funding towards pooling of aid resources;

(i)  Social impact assessments should be undertaken
with regard to World Bank and IMF programmes currently
being implemented,

(k)  There is a need to strengthen the capacities of
developing countries to negotiate with the international
financial institutions; Governments could also invite specific
NGOs to prepare alternative policies to those being
recommended,;

(I  Consideration should be given to creation of an
international social development“ knowledge bank” withinthe
United Nationsonissuesandconcerns,policies and practices.

62. Finaly, the discussion of this vast subject called
financing social development was really very much a
discussion about the appropriate, effective instruments for
achieving what societies wish to achieve. The world appears
to be divided ontheissue of whichinstruments are needed to
achievethe goals everyone agrees on. The challenges ahead
are great, but the motivation to succeed is powerful.
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Annex |

Experiencesintroduced by Chinese participants

1 Twelve Chinese experts and observers took part in the
symposium, entitled” States,marketsand social progress:roles
and cooperation of public and private sectors”, and they
played an active role in the discussion. The views expressed
by these participants on the various topics under di scussion
were their own personal opinions.

Ensuring the welfare of vulnerable groups
and individuals

2. Chineseexperts pointed out that economicdevel opment,
to some extent, is only atool for social development. It is
evident from the Chinese experience that economic
development should be coordinatedwith social development.
All decision-making regarding economic development
programmes should take into account the social impact of
those programmes.

3. Government continues to play asignificantroleinsocial
development, although the functions of the Stateare evolving
during this transitional period. Based on Chinese experience,
it was suggested that Governments of developing countries
should play the following roles in the fields of social
protection:

(a) Toprovide basic social servicefacilities, such as
education and public health, so as to ensure equal
opportunity;

(b) Tocreateapublic-orientedenvironment, especially
for vulnerable groups;

(c) To give absolute priority to poverty eradication
in the national development strategy.

4. The function of Governments in the fields of social
protection cannot be generalized. Governments should play
amoreimportant role in those countries where civil society is
not well developed in order to avoid isolating vulnerable
groupsand individuals and leaving them in a situation where
they have no access to essential services.

5. From a certain viewpoint, the extent to which human
rights are enjoyed by the vulnerable groups and individuals
inacountry orinasociety is a measure of the degree of social
progressand “social civilization”. The achievement of thefull
realization of the human rights of the vulnerable groups and
individuals will require support and help from the State and
fromother sectors of the society. This, in turn,will requirethe

protection afforded by special policies. It is the obligation of
theinternational community and every Government to ensure
the welfare of vulnerable groups and individuals in all
countries.

6. Atthesame time,differentiationofthevulnerablegroups
should be emphasized. Since the causes and the experiences
of the vulnerabilities for these groups may be different, the
solutions should also bedevisedin different ways. It may be
helpfultoconsidervulnerablegroupsinterms ofthe “relatively
vulnerable’ and the “absolutely vulnerable”. For instance,
womenbelong tothegroup of the“relatively vulnerable” :their
vulnerability ismostly socially constructed. Historically, there
have always been patriarchal, or “male-centred” societies.
Therefore, to eradicate the vulnerability of women it is
necessary for societies not only to establish policies and
provide assi stance and supportiveactions,but also to change
the ways women are socially stereotyped. A necessary
precondition for gender equality is to provide women with
equal positions,income andrespect.Genderinequality cannot
be resolved through social welfare programmes.

7. The absolutely vulnerable groups are those such as
disabled persons, widows and orphans, whosevulnerabilities
are physically as well as socially constructed. Itis not enough
to merely provide them with “equal access”. They need more
practical protection and support from society to realize their
basic human rights. They depend more on the social welfare
system and they should be guaranteed equal access to
services, although they may require special consideration in
order to receive equal access.

8. Because of its primary role, the State cannot shirk its
responsibility for protecting the social welfare of vulnerable
groups. It isimpossible for the State to give up or to reduce
its social protection to vulnerable groups. The welfare
provided by States is the mostreliable resource andguarantee
for vulnerable groups to be able to realize their basic human
rights.This pointdeservesfurtherattentionand emphasis.The
efforts of individuals, families, informal networks and
organizationsof civil society are necessary to supplement the
provision of services by the State. No matter what happens,
the responsibility of the State to provide social welfare to
vulnerable groups can never be weakened.

9. Partnership is important in the process of social
development. For example,in recent yearsin Chinathere have
been more and more non-governmental organizations taking
part in the provision of community services, especially for
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people living in poverty and victims of natural calamities.
\Voluntarism in China has grown to exceed 10 million
participants.NGOs are all connected with some specific social
groups as well as relevant governmental agencies.

10. Tosomeextent,globalizationaggravatestheweaknesses
of vulnerable groups. Market economies are profit-oriented.
Itisthusnot feasible to expect — or to allow — markets alone
to provide protection for vulnerable groups.

11. Whileemphasizingtheresponsibilities of Statesand_civil
soci ety to vulnerable groups, attention should be paid to the
fact that therealization and formulation of social security are
influenced by the domestic economy and culture, with
particular emphasis on the availability of financial resources.
Fromaninternational perspective,devel opedcountriesshould
undertake more responsibilitiesin this regard. The devel oped
countries should providenecessary assistanceto developing
countries.Intoday’s world,theeconomic order and economic
structure are extremely irrational and unequal. In addition,
economic globalization has put thedevel opingcountriesin an
unfavourable situation. In this case, developed countries
should provide more material and financial assistance to
developing countries. Only in this way can the gap between
developed and developing countries be reduced. The
international community, especially the United Nations, is
responsible for working out some specific regulations and
quantitative indicators on how to realize such assistance. It
should be emphasized that this kind of assistance should not
be accompanied by any additional political conditions as
prerequisites. This principle of “non-conditionality” should
underlie discussions of international assistance to reduce
vulnerability.

12. It should also be pointed out that each country is
different. Thepriorities for social welfare in each country will
be different. Thereis no such thing as a social welfare policy
which is applicable and appropriate for all countries. For
international cooperation in the field of social welfare to be
relevant and useful, it must bear this principle in mind.

Promoting small enterprises

13.  Currently there are approximately 10 million small- and
medium-sized enterprisesin China. This number constitutes
99 per cent of the total number of Chinese enterprises. The
industrial output and tax payments from these small- and
medium-sized enterprises account for 60 per cent and 40 per
cent of the total, respectively. In addition, 90 per cent of
foreign enterprises in China are small- or medium-sized
enterprises. In 1995, the export and import volume attributed
to these enterprises was US$ 109.8 billion, accounting for 39
per cent of the country’ s total volume. In orderto promotethe

20

reform of the small- and medium-sized enterprise sector, the
country promulgated a new policy, which involves:

(a) Startingwith practical conditionsto revitalize and
open small enterprises through a variety of means.In orderto
clarify the direction of the reform on small enterprises,
governmental functions should be separated from enterprise
management. I n this way, the enterprises will beinserted into
the market and they can manage themselves independently.
Finally, they will become legal entities that are responsible for
their own management decisions, profits and | osses, success
orfailure; they will learn to practice self-restraint and devel op
their own initiatives;

(b) Encouraging small enterprises to choose their
reform modus according to their own conditions. With only
the prerequisite of not selling State-owned assets to
individual s,theGovernmentallowstheestablishmentof limited
andshareholdingcompanies, and encourages reforms suchas
entrusted management,selling,contract management andjoint
ventures. Cooperation and mergers between and among
enterprises are also encouraged;

(c) The rights and responsibilities to approve the
opening and revitalization of small- and medium-sized
enterprises belong to the local authorities.

14. From the perspective of reform and
employment-generation, small- and medium-sizedenterprises,
including township enterprises, will continue to be the key
developingsectorin China’ snational economy during thenext
fiveyears. Of course, with the continuing reforms,“township
enterprises” will become an historical concept worth noting
in the history of China’srural development endeavours. Itis
inevitable that small- and medium-sized enterprises will take
theplaceoftownship enterprises,following both domestic and
international trends. The development of small- and
medium-sized enterprises will also provide new avenues of
development for small townsin China.

Financing of social development

15. Some Chinese experts thought that the financing of
social development cannot be fully provided by the
Government, especially the Government of a populous and
developing country like China. Based on the characteristicsof
different social services and financial abilities of acountry, the
process of increasing funding for social provision should
adopt different modalities. In social service projects, for
example:

() “Pure public’ service products should be
undertaken completely by the Government. Sufficient funds
should be allocated in the State budget to support projects
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such as sanitary supervision and monitoring and
environmental treatment;

(b) “Semi-public” projects, including prevention of
transmission of communicable diseases such as tubercul osis,
should beundertakenandfinancedby all parties,includingthe
Government, private enterprises and individuals;

(c) “Purely individual” service products should be
financed mainly by individuals through insurance schemes.
Some favourabl e policies and government subsidies may be
provided to support provision of basic services; non-basic
services should be financed through the market.

16. It may be instructive to examine the case of China’'s
health-care sector. Health care in China has achieved great
results since the founding of the People’s Republic five
decades ago. Thetransmission of infectiousdiseases and the
incidence of infant and maternal mortality in China have
dropped considerably while life expectancy has increased
markedly. Thisisattributedin large part to theuniversal heal th-
care systemestablishedby the Government. While the supply
of resources devoted to health care is sufficient, the
underutilization of health-care services, particularly in
pov erty-stricken and rural communities, has emerged as a
problemin recentyears.Somepeoplecannotvisit healthclinics
because they cannot afford to pay even small fees. To solve
this new problem in a manner appropriate to the Chinese
context, a demand-oriented financing systemforrural health-
careinsurancewasestablished. Thecollectionof contributions
for China's rural cooperative health-care insurance relies
mainly on individuals, with the support of the collective
economy and the Government. The local authorities can,
therefore, provide risk funds for health care to some
poverty-stricken areas soasto ensure the continuity of health
insurance in years when natural calamities occur and rural
citizenscannot afford to pay for themselves. This meansthat,
in some areas, the premiums for the joint-fund insurance
system is payed by the local authorities to the benefit of
peopleliving in poverty.

17.  Atthesymposium,someChineseparticipantsintroduced
information regarding the useof financial loansin the health-
care sector. For example, aWorld Bank loan to China, Basic
Health Services Project VIII,whoseaim isto alleviate poverty
through the provision of free health care, set agood example
forthe utilization of fundsand was identified as an excellently
designed Bank project. Its main characteristics included:

(a) Providing support to both suppliers and
demanders of health-care services;

(b)  Providing support tobothhealth-care”hardware”
(construction) and “software” (management);

(c) Providingbenefitsbothto peoplelivinginpoverty
and others, in particular to women and children, with efforts
focused on preventing major diseases;

(d) Providing plans for resource investment and
assessment of the results of the utilization of thoseresources.

18. Chinese participants proposed some concrete
suggestions to increase public fund-raising, such aslevying
additional fees on cigarettes as a channel to finance public
health services, and supporting health insurance schemes for
employees of small- and medium-sized enterprises.

19. Chinese participants al so considered capacity-building
to beincreasingly important for both Governments and NGOs,
particularly in devel oping countries. Such capacity- building
should include:rational organizationand management of social
resources; formulation of appropriate social policy; and
heightened daily management. Some experts suggested that
the United Nations system could assist the developing
countries in establishing activity centres and facilities for
policy discussions, information exchange and training.
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