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. AN END OF CENTURY MARKED BY DI STURBI NG SCCI AL TRENDS

1. Manki nd i s approaching the end of the twentieth century with vastly

i ncreased scientific, technological and productive capacities. Sinultaneous

br eakt hroughs are occurring in numerous branches of know edge, giving rise to
new conceptual nodels for interpreting phenonena and a new wave of technol ogi es
based on a know edge of infinite possibilities. Advances in such fields as

t el econmuni cations, mcroel ectronics, biotechnology, the material sciences,
nmachi ne tool s, conmputer science and robotics, anmong others, are transformng our
basi ¢ production patterns. CQur potential for producing goods and services has
expanded and multiplied rapidly. These changes have been acconpani ed by a
revolution in expectations. Denobcratic systens under which people are able to
elect their representatives are becom ng nore preval ent and there are w despread
demands for increased participation. People expect to have a real and greater
say in the decision-nmaking process and there is a broad novenent towards
establishing new and nore active forns of organization of civil society.

2. However, the trenendous potential of our productive capacities is not
resulting in inprovenents in the difficult conditions under which |arge sectors
of the world's population currently live. There is a huge gap between that
potential and the realities of daily life. There is also a gap between the
progress made towards denocracy, towards the denocratic citizenship that offers
peopl e the potential for participation, and the situation of social exclusion
and degraded social citizenship that many of these same people face and that
creates nunerous barriers to nmeaningful participation. The social situation to
which the historic Wrld Summit for Social Devel opnent drew attention raises
prof ound questions about the future.

3. According to Wrld Bank data, 1.3 billion of the world's population live on
less than a dollar a day and are thus in a situation of extrene poverty. Two
fifths of the world's popul ation | ack adequate health services and electricity.?
According to the United Nations Devel opnment Programe (UNDP), there has been a
mar ked i ncrease in the nunber of poor people whose incone has actually declined.
Bet ween 1965 and 1980, this situation affected 200 nmillion poor people; between
1980 and 1993, it affected 1 billion. Sorme 800 mllion people do not receive
adequate food and nearly 500 mllion suffer fromchronic malnutrition;

17 mllion people die each year fromcurable parasitic infections and di seases
such as diarrhoea, malaria and tubercul osis.?

4. The unenpl oynment figures which underpin these social difficulties reflect a
wi despread trend towards rising unenpl oynent and a decline in the quality of the
jobs available. The International Labour O ganization (I1LO Wrld enpl oynent
1995 report states that in 1995, 30 per cent of the gl obal |abour force was
ei t her unenpl oyed or underenpl oyed. This phenonmenon of high unenpl oynent rates
i s acconpani ed by a steady shift towards the so-called informal econony.

Al t hough het erogeneous, in general, the informal econony tends to consist of

unst abl e enpl oynent offering no definite prospects, no social protection of any
kind, |ow incomes, and productivity levels which are far |lower than those in the
formal econony because of resource, technology and credit limtations. |In Latin
America, for exanple, informal enploynent accounted for 40.2 per cent of the
non-agricul tural enployed | abour force in 1980. By 1995, the proportion had
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increased to 55.7 per cent. The rate of open unenploynment in the regi on was
estimated at 16.2 per cent in 1996.3% Data on the extent of unenploynent nust be
taken together with indicators of the average duration of unenploynment. As
Robert Sol ow has noted, the |length of unenploynent, which also seens to be
increasing, is very inportant. H s analyses point to the high social cost of
ext ended periods of unenpl oynent and show that the experience of prolonged
unenpl oyment has many adverse effects on personality which are overl ooked by
conventional econom c studies. Prolonged unenpl oynment |eads to, anmong ot her

t hi ngs, apathy, a serious loss of interest in socializing and a gradua

wi thdrawal fromthe | abour force.* Loss of self-esteemis a defining el enent.

5. A obal poverty continues to affect mainly wonen and children. According to
| LO data, women account for a disproportionately |arge nunber of the poor, the
unenpl oyed and the underenpl oyed. Children are highly vulnerable to the effects
of poverty and there is a noticeable gap between the advances made in nodern
medi cal technol ogy and the rates of infant nortality in poor areas. A third of
children in devel oping countries suffer frommalnutrition. The infant nortality
rate for children under five in these countries is 97 per thousand, al nost six
tinmes greater than the rate in devel oped countries. According to data provided
by the United Nations Children's Fund (UNI CEF), 600,000 children die each year
in Latin Anerica and the Cari bbean from preventabl e causes.® Forced by

ci rcunst ances, children account for a growi ng proportion of the |labour force in
various countries and work under deplorable conditions of exploitation. The
probl em of street children has become nore wi despread in many cities and poor
chil dren have become a target of choice for drug traffickers.

6. The severe social tensions that have built up in all the areas discussed,
and in others which have not been mentioned, provide a fertile breedi ng ground
for processes that weaken the social fabric. These include the breakdown of the
famly and rising crimnality. The institution of the famly, which is centra
to nost societies and the provider of noral standards, basic education,
preventive health care, nurturing and role nodels, is being seriously underm ned
by social problens and is losing its male figures. At the sane tinme, a narked
increase in crine rates is being observed in sone societies. The Econom st
magazi ne, for exanple, reports that alnost all cities in Latin Arerica are |ess
safe today than they were 10 years ago.®

7. Toget her, the deficiencies described above are creating vicious circles of
poverty. Nutritional deficiencies in early childhood, the absence of a stable
famly setting, limtations on attending and renaining in school, and

mar gi nal i zation fromthe | abour market give rise to a situation of socia
excl usion which is self-perpetuating.

8. In the closest |linkage with poverty and social exclusion, a marked increase
in inequity and social polarization can be observed at the international |evel
UNDP figures show that over the past 30 years the incone of the poorest

20 per cent of the world' s people declined from2 per cent to 1.45 per cent of

gl obal incone, while the share of the richest 20 per cent rose from 70 per cent
to 85 per cent of global wealth. The social gap doubled in size between 1960
and 1990. At the two extrenes of this global incone polarization, the assets of
the world' s 358 billionaires exceed the conbi ned annual inconmes of countries
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with 45 per cent of the world' s population - 2.3 billion people. In turn,

inequalities in income and in ownership of assets result in glaring inequities
in access to credit and have nunerous repercussions in such crucial areas as
access to and continuation in educational systens, the quality of the education
received by poor people and the latter's potential for academ ¢ achi evenent.

9. These existing inequities are being conpounded by the boomin
comuni cati ons, which has reached a peak with the devel opnent of conputer

net works of fering massive potential for the dissenm nation and exchange of
information. Broad sectors of the population may have no access to these

devel opnents, however, owing to the gaps that exist in other areas.

Martin Hopenhayn speaks of the threat of the enmergence of new forns of conputer
illiteracy for those who have no access to any formof information technol ogy.’

10. In drawing the world's attention to the gravity of the problemof inequity,
the UNDP Adm nistrator told the Wirld Sunmt in Copenhagen that it was crucia
that the problem be tackled in the com ng decades. Likew se, the President of
the Worl d Bank has said that distributing the benefits of growh is one of the
greatest challenges for global stability. Social injustice nmay destroy economc
and political progress and we nust |earn nore about the why and the how of

i ncone distribution.® Robert Sol ow points out that, in order to secure the

popul ation's conmtment to devel opnent policies, there nust be a perception of
justice by all social groups, in the sense that each group nmust feel that it is
receiving a fair share of the fruits of economic progress.® Acute poverty and
extreme social polarization create a scenario which severely jeopardizes
prospects for sustained econonmic growh and seriously affects denpcratic
governance in the devel oping countries. Lack of progress in inproving the
precarious quality of daily life anong broad sectors of the population |eads to
a significant loss of credibility on the part of denocratic Governments, thereby
di m ni shing their prospect for good governance.

11. How does one deal with this disturbing social situation? 1s poverty
inevitable, a kind of condition of nature? In many parts of the world, this is
clearly not the case, since poverty exists alongsi de an abundance of m neral and
agricultural wealth, energy sources and strategic raw materials. |s poverty an
i ndividual condition attributable to certain people's shortcom ngs? There is no
enpi rical evidence to support this kind of reasoning either. A core docunent
submtted to the Wrld Summt in Copenhagen by a conmi ssion of em nent persons
chaired by the former President of Chile, Patricio Aylwi n, pointed out that,
general | y speaking, the poor are not responsible for their situation. Mny of

t hem are hard-working individual s who nmanage to overcone their poverty when they
are given a little help or when the country's overall situation inproves.

12. In view of the persistence and the exacerbation of the problem new
solutions are being sought and new | i nes of research and study are being pursued
inthis area, leading in turn to a radical rethinking of the role and structure
of the State. W shall now exam ne these new directions in the debate, while
later in our analysis we shall use themto discuss what role the State should
play in the social sphere in the developing world. Having identified this role,
we shall reflect on guidelines for redesigning institutions and the State in
line with that role and on what kind of nanagenent woul d be best suited to
ensuring that the State perfornms effectively in the social sphere, and we shal

l...
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conclude with a final note. |In any event, the analysis will be exploratory and
its main purpose will be to draw attention to the need to inject newideas into
t he agenda for the discussion of these issues.

I'1. NEWDI RECTI ONS | N THE DEBATE ON SOCI AL DEVELOPNMENT

13. Shahid Javed Burki, a Vice-President of the Wrld Bank, recently pointed
out that the situation of the poorest 20 per cent of the world' s population is
not inproving and that this is particularly true of two regions: Latin Anerica
and Africa.'* The persistence and aggravati on of social problens and the

wi despread denmands for their solution, emanating principally fromthe Wrld
Summit for Social Devel opnent, have sparked a broad debate which is taking a
fresh | ook at nost of the basic prem ses of social action in recent decades.
The new debate which arose froma feeling of powerlessness at the |ack of
answers and the limted results of nodels which, on paper, were supposed to
provi de effective solutions is challenging basic aspects of their validity and
seeking alternative anal ytical nodels which mght be nore useful. Sonme of the
basi c el ements being explored in a debate which now i nvol ves Governnents,
academ c institutions, nenbers of civil society, international cooperation and
fundi ng agencies and worl d public opinion are sunmari zed bel ow.

A. Questioning the "trickl e-down" node

14. In recent decades, a nunber of popul ar approaches have offered an answer
based essentially on "trickl e-down" theory. The well-known basic assunptions of
this theory are that making huge sacrifices in order to attain macroecononic

goal s whi ch involve econom ¢ and financial equilibria will bring about econonic
progress, and that this will ultimately "trickle down" to the entire popul ation
i ncluding the poorest groups, lifting themout of their situation of dire

poverty. There would be a difficult waiting period before this phase of del ays
and al nost enforced accumul ation finally produced a happy ending. As has
happened so many times in the past, the facts on the ground have not matched the
assunptions of the nodel. The road to devel opnment seens to be infinitely nore
conpl ex according to, anong others, the conprehensive research of the UNDP Human
Devel opnent Reports, which cover alnost all the devel oping countries and give a
conpl ete account of recent decades. The facts indicate that reality operates
very differently fromthose assunptions. The evidence shows that, while it is
essential for a country to achieve economc stability and financial equilibria
and to increase its conpetitiveness and gross national product, this does not
automatically "trickle down". On the contrary, it is perfectly possible for
indicators to inprove, while the situation of the nost di sadvantaged sectors
continues to deteriorate or remains static. According to the Wirld Bank Annua
Report 1995, "Inproving incone distribution and alleviating poverty cannot be
left to trickle down consequences of econonmic growh”. The Wirld Bank al so

mai ntai ns, in an analysis of the causes of the Mexican econom c crisis, that
"for many years, acceleration in growh was considered the main prescription for
reduci ng inequalities and poverty. Increasingly, however, enpirical evidence
indi cates that, although very inmportant, higher growth is not enough".* Inits
Human Devel opnent Report 1996, UNDP warns that attention nust be focused on the
structure and quality of growh, since even when there is growh, it may be
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acconpani ed by unenpl oynent, marginalization, |ack of participation, a weakening
of national cultures or environnmental degradation, rendering it "futurel ess”

15. The increasingly w despread perception of the inefficiency of the trickle-
down nodel points to the fact that the relationship between the econom ¢ and
soci al spheres is far nore conplex than the nodel assuned and that, |ike other
nodels in the past, it has been denolished by the facts, naking it necessary to
find new approaches.

B. Revaluation of hunman and social capita

16. To a large extent, research and debate are engaged in an in-depth
reassessnent of the inpact on devel opnent of forms of capital accunul ation

whi ch until now, have not been adequately evaluated. 1In addition to
"traditional" capital - the natural capital of a society, consisting of its
natural resources, and its man-nade capital, consisting of what it has produced
(infrastructure, business capital, financial capital, etc.) - a closer |ook
shoul d be taken at two other forns of capital: human capital and socia
capital. The first has to do with the quality of human resources, the second,
with qualitative elenments such as shared values, culture, the capacity to act
synergetically and to generate networks and the | evel of consultation and

di al ogue within the society. In an analysis of the factors contributing to
econom c growh, a Wrld Bank study on 192 countries concluded that no | ess than
64 per cent of growth can be attributed to human capital and social capital.?®®

17. Human capital formation involves systematic, ongoing investnment in such
areas as education, health and nutrition. As we approach the end of the
century, education has becone one of the nost cost-effective investnents. This
has to do with the radical changes that are occurring in production structures,
whi ch are tending to enphasi ze know edge as a buil ding block of the new
productive matrices. Pure know edge is now the basis of high technol ogy
industries, and there is every indication that this trend will continue.

Lester Thurow maintains that the twenty-first century will be a century of

"brai npower" and that know edge has become the only source of |ong-run
sust ai nabl e conpetitive advantage.* Anpbng other things, conputers use virtually
no natural resources and are based on know edge. Accordingly, he says that the
"rate of return for industries that invest in know edge and skill today will

[be] nore than twi ce that of those that concentrate on plant and equi pnent™.
Robert Reich, former United States Secretary of Labour enphasizes the decisive

i npact of education, noting that the winners in this new globalized, volatile
economny are those who can identify and resol ve probl ens, handl e and anal yse
synbol s and create and manage i nformation. He reconmends that his own country,
the United States of Anerica, should invest in the education and training of its
peopl e by providing good public schools and excellent public universities and
that they should be public in the truest sense of the word: accessible to all
supported by all.* Jacques Delors highlights the vital historical role of
education in our time: "human progress is largely dependent on it. ... The

i dea is gaining ground that education is one of the nost powerful tools with
which to shape the future".'® The education, science and technol ogy budgets of
econom cal Iy and technol ogi cal | y advanced countries have increased dranmatically.
Japan has just approved a 50 per cent increase over its already high science and

/...
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technol ogy budget of the past five years. In the next five-year period it wll
be $155 nmillion. Governnent funding for science and technology in the year 2000
shoul d be twice that in 1992. 1In the Republic of Korea, investnment in education

amounts to 10 per cent of the gross national product, well above that of the
devel oping world. Since 1994, Israel has been carrying out a further reform of
its al ready advanced educational system which has neant a 33 per cent increase
inreal terms in the resources allocated to education. This will make it
possible, inter alia, to bring teachers in all schools up to date with the

| at est advances in conputer technology and to introduce those advances in al

cl assroonms. High-technology private firnms have significantly increased their
staff training budgets, which in sone cases now amount to nearly 10 per cent of
total payroll

18. Health spending, which is a cornerstone of human capital devel opnent, has
proved extrenely cost-effective. Activities pronoted by the Wrld Health

Organi zati on, the Pan-Anerican Sanitary Bureau and UNI CEF, for example, in the
area of high-nortality diseases such as infant diarrhoea and chol era, have had a
maj or inpact in a short time with mniml investnents. Conbined efforts in the
fields of health and education have trenmendous potential. Expanding and

i mprovi ng education for girls fromdeprived areas is considered to be one of the
nost profitable end-of-century investnments. According to Wrld Bank estinates,
providing three nore years of basic schooling for these girls would reduce the
infant nortality rate by 15 per thousand. These additional years would increase
the girls' educational capital, enabling themto deal nuch nore effectively with
i ssues such as teenage pregnancy, famly planning, prenatal care, neonatal care
and nutrition managenent.

19. Social capital can, in turn, generate very high returns for econonic
progress and general well-being. The nmuch-publicized study by Robert Putnam
enpirically confirnms its strategic contribution to growh. The author says
that it is a public good: "one special feature of social capital, |ike trust,
nornms and networks, is that it is ordinarily a public good, unlike conventiona
capital, which is ordinarily a private good". A biased evaluation process
occurs: "like all public goods, social capital tends to be underval ued and
undersupplied by private agents”. Underestimating it is a mstake, for such
capital can have a decisive inmpact. Analysing the Italian experience, Putnam
enphasi zes the key role of social capital, identifying sone of its practica
effects: "in the civic regions of Italy, by contrast to Naples, social trust
has | ong been a key ingredient in the ethos that has sustai ned econom ¢ dynam sm
and governnent performance. Cooperation is often required - between |egislature
and executive, between workers and nmanagers, anong political parties, between

t he governnent and private groups, anong snmall firns and so on. Yet explicit
"contracting" and "nonitoring" in such cases is often costly or inpossible, and
third-party enforcement is inpractical. Trust lubricates cooperation. The
greater the level of trust within a community, the greater the |ikelihood of
cooperation. And cooperation itself breeds trust. The steady accunul ation of
social capital is a crucial part of the story behind the virtuous circles of
civic Italy".

20. Human capital and social capital have been rediscovered in recent years,
and devel opnent cannot be seriously considered without taking into account their
significant inpact as its "levers".
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C. Rethinking the concept of equity

21. Here again, the conventional nodels have clashed with historical facts, and
their failure has generated broad new possibilities for research on the topic
and for designing new nodels and testing new responses.

22. As Nancy Birdsall, David Rose and Ri chard Sabot have noted, the assunption
that there is an inverse rel ationship between an increase in growh and a
reduction in inequality has been a basic postul ate of conventional economc
theories about the nature of the devel opnent process.'® For these theories to
wor k, a high degree of inequity would be necessary in order to obtain cunul ative
benefits and pronpbte growth. However, a rigorous econonetric analysis of the
experience of two regions of the world - South-East Asia and Latin Arerica - in
t he past 30 years shows just the opposite. Birdsall, Ross and Sabot specul ate
as to why relatively | ow economic gromh rates and a high degree of inequality
are found in Latin Anerica, conpared to rapid growh and a | ow degree of
inequality in East Asia. Wile in the countries of South-East Asia the active
effort to reduce inequality has lowered its levels significantly, and in the
Republic of Korea the distribution of national income between the top

20 per cent and the bottom 20 per cent is now 8 to 1, the situation in Latin
Anerica has becone nore polarized, with a gap of 26 to 1 in Brazil and grow ng
di sparities in Mexico and Argentina and the region in general. Anpbng ot her
things, vicious or virtuous circles can be seen - dependi ng on whether equity is
i ncreasi ng or decreasing - between equity, education and growth. The above-
nentioned study found that in the 1950s the rate of conpletion of primary schoo
in Brazil was 60 per cent, much higher than that of the Republic of Korea, which
was 35 per cent. In the three decades that followed, while inequity grewin
Brazil, it decreased significantly in the Republic of Korea. This and other
factors determined that the rate of primary school conpletion in Brazil dropped
consi derably, while in the Republic of Korea it rose to over 90 per cent.
According to The Economi st, the evolution of inequality in Brazil was of the
foll owi ng type

Table 1

I NCOVE DI STRI BUTI ON: BRAZI L

Percent age of national income

1970 1994
Ri chest 1% of popul ation 8 15
Poor est 25% of popul ation 16 12

Source: The Economist, 29 April 1995.
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23. The application of the G ni coefficient, which neasures degrees of
inequality in incone distribution in Latin Anerica, Africa, South-East Asia and
East Asia shows how the coefficient, which rises when inequality increases,
reflects appreciable positive differences in the |ast-nmentioned two regions,
which in turn have grown at a faster and nore sustained rate than the others.

Table 2
DI STRI BUTI ON OF NATI ONAL | NCOVE

(i n percentages)

Sout h- East Asi a,

Popul ati on East Asia Africa Latin Anerica

Poorest quintile 8.1, 6.0 3.3
6.6

2nd quintile 12. 2, 8.2 7.2
11. 4

3rd quintile 16. 1, 11.5 11.9
16.6

4th quintile 21.8, 18.5 19.8
24.9

Ri chest quintile 42. 0, 55.9 57.9
40. 4

G ni coefficient 0. 31, 0. 44 0. 49
0.32

Quintiles follow increasing order of incone.

Source: \Waver, J. and Sprout, R in Mchael Rock, "Twenty-five years of
economni ¢ devel opnment revisited', Wrld Devel opnent, vol. 21, No. 11, 1993.

24. Actual data have definitively disproved the idea that inequity is
ultimately a function of economc growh. The situation, as described by
Joseph Stiglitz, is as follows:

"There are positive relations between growh and equality. High rates of
growt h provided resources that could be used to pronote equality, just as
the high degree of equality hel ped sustain the high rates of growh.

Al though this may seemto be little nore than comon sense, until the
experience of East Asia, 'commopn sense' suggested quite the contrary:
grow h produced inequality, and inequality was necessary for growth."?®

25. Wth the collapse of the "common sense" approach taken by conventiona
econom c theory, the entire field is now open for reinvestigation. There is a
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pressing need for this research, in view of the aforenmenti oned hi gh | evel s of

i nequal ity today, which augur severe problens for future growh and in

t hensel ves generate w despread social tensions within societies. The many new
approaches to research at the international |evel are systematically beginning
to detect various orders of inequality. Together with inequity in incones,

t hese studies are exploring, anong other things, inequality in the possession of
assets and inequities in access to credit, both of which are highly significant
in economc terms. A recent study by Deininger and Squire found that an

i nequi tabl e distribution of land - a crucial asset - has a clearly negative

ef fect on subsequent growth. According to this study, only 2 out of 15
countries with Gni coefficients for land distribution greater than 70 had a
growh rate that was higher than the low level of 2.5 per cent in the period
1960-1992.%° Hongyi, Squire and Zou, in another study, show that the initia
inequity in the distribution of assets may be maintained indefinitely,
generation after generation, with regressive consequences, and that effective
policies are required in order to reduce it.#

D. Interrel ati onship between econom ¢ devel opnent
and soci al devel opnent

26. The discrediting of the trickle-down theory, the revaluation of human and
soci al capital and the re-exam nation of rel ationships between inequity and
growm h are prinme dinmensions in a broader debate involving the global orientation
of devel opnent nodels. On the one hand, it is evident that relations between
econom ¢ and social matters are conplex. The trickle-down mechani sm assuned
that, given enough time, the benefits of growh would reach the poorer sectors.
The real process is different. Mreover, some researchers are going even
further, suggesting that the entire process should not be thought of in terns of
resol ving one di mensi on at the expense of others, but that there is a basic
interrelationship between them Practical experience seens to indicate that
soci al devel opnent is vital to the prospects for sustai ned econom c growth

I nvest ments in human and social capital and i nprovenent of equity, besides being
ends in thensel ves fromthe standpoint of denobcratic societies, are necessary in
order to provide a solid foundation for econonmc growh. Thus, as

Janes Wl f ensohn has suggested, w thout parallel social devel opnent there can be
no sati sfactory econom c devel opnment.?* |1DB notes with respect to the case of
Latin Anerica that the persistent social gaps in the accumul ati on of hunman
capital have augnented the |large proportion of persons living in poverty and the
hi ghly unequal distribution of wealth in the region. These social gaps continue
to limt productivity and economic growh in the region and del ay the

denocrati zation and noderni zati on of States.?®

27. The current viewis that there is a gap to be closed in both directions,

wi t hout whi ch devel opnent itself is highly vulnerable. There is no way to
support social devel opnent wi thout econom c growh, nonetary stability and
econom ¢ and financial equilibria, but in turn these will not be sustainable in
the mediumand long termif an active social devel opnment does not occur. This
vi ew opens up the possibility for alternative policies to "conventional conmon
sense", which are now begi nning to take shape. Thus, Amartya Sen suggests that,
on the one hand, there are approaches that see devel opnent as a "cruel" process,
based on a norality which suggests "blood, sweat and tears". The rhetoric of

/...
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t hese approaches is that sacrifices are needed to ensure a better future -
sacrifices linked, for exanple, to a low level of welfare, great inequality,
authoritarianism etc.? This approach, according to Sen, has been heavily
oversold. It does not seemto lead to the results prom sed by past experience
and generates very high levels of tension. It is often presented as the only
alternative. The inclusion of the above-nenti oned new el enents in the debate
offers a broad possibility for designing other alternatives. Sen speaks of

per spectives which see devel opnment as an essentially am cable process centred on
hel pi ng others and oneself, and with the possibility of nmoving ahead with a
little help fromone's friends. This "little help" may cone from

i nt erdependence in the nmarketplace (nutual trade benefits) but also frompublic
servi ces which provide people with nore training so that they can hel p

t hensel ves and others. Experience in the past few decades shows that, in
response to the traditional separation between econom ¢ and social affairs,
where, as is increasingly being pointed out, social policies are ultinmately

dedi cated to "picking up the dead and wounded | eft by econom c policy", an
integral |ink could be postul ated between the two which woul d thoroughly exploit
their conplenentarities. The societies that have nanaged to conbine the two
types of devel opnent are anobng the nbst advanced in the world, and show by their
exanpl e that such integration is feasible. Thus, countries such as Canada,
Norway, Sweden, Denmark, the Netherlands, Bel gium Japan, |srael and the
countries of South-East Asia are in the forefront with respect to successfu
nmacroeconom ¢ results and human devel opnent indi cators.

28. The new directions in the debate on social devel opnent require, in turn, a
re-exam nation of the conventional w sdom of recent decades concerning the role
of the State. Wat newroles are to be expected in view of the profound
re-exam nation currently under way in the franmework of gl obal concepts of

devel opnent ?

I11. RETH NKING THE ROLE OF THE STATE

29. The usual approach to the issue of howto redesign the State to facilitate
and pronote social developnent is to work directly on its organizationa
structures, enhance the efficiency of its managenent and incorporate nodernizing
techni ques. Although these aspects are essential, they cannot be addressed
until a decision has been reached on what role the State should play in

devel oping countries at the close of this century. The types of technica
change and noderni zati on which are considered absol utely necessary cannot be
selected in the abstract or on the basis of the supply of technol ogies on the
market. There nust be selection criteria guided by a central idea of what, in
the light of the specific role to be played by the State, woul d be the
"technol ogi cal style" nost likely to enable the State to play that rol e nost
effectively. Purely technocratic discussions on State reformfor socia

devel opnent shoul d give way to a broader debate which, beginning with a
reassessnent of devel opnment nodels, draws conclusions as to what the roles of a
"desirabl e State" should be and, on that basis, develops technical criteria for
equi pping the State to carry out those roles. The type of methodol ogica
approach suggested is the one which we are attenpting to put forward in this

st udy. *#
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30. The discussion on the role of the State in the social sphere is part of a
| arger debate on the overall role of the State. GCenerally speaking, and as has
of ten been pointed out, the pendul um has swing sharply. A few decades ago, it
focused on the idea that it was possible to conceive of a State that would
conprehensively plan all aspects of devel opnent and inpl enment those pl ans
through its own machi nery, carrying out those operations fromthe centralized

| evel and assuming all types of executory functions. |n practice, this view
proved to be seriously flawed, both in its conception - which underestimated or
margi nal i zed civil society inits many manifestations - and in its

i mpl ementation, as major inefficiencies in the State nachinery becane apparent
and the centralized managenent style turned out to be a key source of rigidity
and of serious discrepancies with the exigencies of reality.

31. The pendulumthen swing in the opposite direction, and the need for "State
m ni mali sm' was postulated. It was asserted that the State's functions shoul d
be kept to an absolute mininmum and that devel opment should be left to the market
and the "invisible hand". The State was perceived as an obstacle to the dynamc
that was to be created. Mich was nade of the supposed antagoni sm between State
and market. An active process of denolishing the State was pursued in
devel opi ng countries. For a long time, efforts focused on the issue of size, as
continual and often not very selective cuts were nade to reduce it. Many of the
State's functions were abolished. In several cases, attenpts were made to
privatize and to elimnate functions as quickly as possible, even though it was
acknow edged that the operations concerned could have been carried out nore
efficiently for the country's sake and that the public regulatory capacities

whi ch supposedly woul d be needed for the next phase were very weak or nearly
non-exi stent. Mbreover, like the first approach, this approach inplicitly
underesti mates the productive and contributory capacities of other expressions
of civil society which are neither the State nor the market, such as the very
broad spectrum of structures created by the conmmunity to carry out essentia
functions.

32. History has shown that neither extrene led to the desired sol utions.

Rudi ger Dornbusch notes, with reference to the Anerican experience, that the
United States is a step ahead, having seen that excessive conpetition, heedl ess
deregul ation and a | ack of State intervention have carried things too far. As

t he pendul um swi ngs the other way, the re-enmergence of the State can al ready be
predicted. 1In 10 years' tinme, the United States will be able to | ook back on
this as a period of reconstruction centred on a correct conception of the State,
on the right kind of cooperation anmong the Governnment, the |abour force and

busi ness, and on the need for the Governnent to play a crucial role in seeking
solutions to the problens of coordinating and exploiting external factors. ?®

33. The rethinking of this whole issue is based on the clash between
theoretical nmodels and reality. The facts have seriously chall enged wi dely held
assunptions. For exanple, it is said that confining the issue to a di scussion
on the size of the State and believing that the reduction of the State wll
automatically provide solutions is an illusion. The data clearly show that, if
the size of the State is neasured, inter alia, in terns of civil servants

per 100 citizens served and percentage of public expenditure in relation to
gross national product (GNP), the relative size of the State in many devel opi ng
countries is considerably smaller than in nost devel oped economies. The centra

/...
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i ssue should not be size in the abstract, but what role the State should play in
the historical process and howto give it the managerial capacity it needs to
play that role efficiently.

34. Reality, in turn, has shown that in the new globalized world, where the

nmul tiplication of interrelationships and the profound geopolitical, geoecononic
and technol ogi cal changes whi ch have occurred in a very short period of tine
have resulted in a "conplexity explosion", the State nust carry out functions
whi ch were not part of any of its previous roles in history. d obalization
rapi d change and conpl exity have come with a | arge dose of uncertainty.

Edgard Morin warns that "becom ng" is not necessarily synonynous with
"devel opi ng" and that, fromnow on, the future is uncertain. He underscores the
difficulties of predicting the future, asserting that we are in the mdst of not
only the unknown but the unnaned, and that our understanding of these tines is
expressed nerely in the form ess prefix "post" (post-industrial, post-nodern
post-structuralist, etc.) or in the negative prefix "anti" (anti-totalitarian).
Thus, we have no clear picture of our future or even of our present.?” The sane
feeling with respect to a society that is ever nore globalized, and therefore
nmore conpl ex and mul tidi mensional, is described by thinkers in the devel opi ng
wor |l d, who conpare it to navigating, alnost without a conpass and with limted
and all too often outdated maps, the whirlw nd of change brought about by

gl obal i zation. So many changes and so few maps, they say, are one of the main
sources of the uncertainty and anxiety so often seen in today's world.?® These
devel opnent s have generated w despread denmands for new types of State responses.
M chel Crozier notes that we need nore public intervention to handl e conplexity
and that, in one way or another, all groups - even groups of businessnen -
require intervention.? 1In the developing world, the possibility of pronoting
and strengtheni ng subregional and regional integration schenes, which can be so
useful in the context of globalization, is generating a wave of demands for
catalytic and facilitating roles that could be carried out by a State which has
gai ned efficiency in this crucial area.

35. Together with the demands arising from globalization and conplexity, there
are others which are linked to the devel opment of the State's regul atory
capacities. Regulation energes as a requirenent of econom c efficiency and as a
deeply felt social concern in the face of the enornmous price which society as a
whol e may have to pay if areas critically inportant to it are left to an
"invisible hand". Lester Thurow warns, in this regard, that Adam Snith's idea
that the individual search for profit always pronotes the econonmc growth of a
nation runs into problens in practice because, very often, Adam Smth's
"invisible hand" becones the hand of a pickpocket. Free and unfettered markets
have a habit of discovering highly profitable but unproductive activities, and
practical experience shows that nmaxim zing profits does not always mean

maxi m zi ng out put . ¥

36. O her demands on the State have to do with inequity and its costs.

Dor nbusch notes that the market does not facilitate a socially acceptable
distribution of incone and that State intervention, therefore, is legitimte
when it tries to equalize the distribution of the income generated by the
market. In this view, equality of opportunity and, to sone extent, of outcone
is not only an ethical precept but also an inperative because there is grow ng
evi dence that excessive inequality leads to social conflict.3
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37. The minimalist State, which has little managerial capacity and is nearly
absent fromthese and other key processes of our time, is very unlikely to be
able to help society cope with them adequately. Wen tested against reality,
the underlying idea that "the best government is no governnent" led to the
caustic assertion, by a recogni zed managenent authority, that this node
"represents the great experinment of econom sts who have never had to manage
anyt hi ng". %2

38. In contrast to the pendulums two extremes, a different conception is
currently emerging which indicates, based on recent historical evidence, that
the societies which have nmade the nost consistent progress in recent decades are
t hose whi ch have noved beyond the fal se State-versus-market dichotony. Inits
pl ace, they have devel oped a nodel of cooperation anong the main social actors
and have actively integrated into that nodel the powerful |atent forces of civi
soci ety, which both extrenmes tended to nmarginalize. These nodels recognize that
there is a wide range of organizations between the State and the market,
including, inter alia, public interest groups that serve collectively usefu

pur poses but are not part of either the State or the market; the new generation
of busi ness cooperatives that are wi despread in many devel oped countries;

non- gover nnent al organi zati ons; religious-based voluntary social organizations,
whi ch have grown significantly; nei ghbourhood organi zati ons; environnental
groups; volunteerism and a nultitude of other groupings of civil society. The
aim in the new conception, is to add the potential of the market and the

mul tiple contributions which civil society can nake to the key rol es which the
State can play for society, inter alia, to neet the demands noted earlier. From
this standpoint, it is essential to rebuild a State which can neet new demands,
work in harnmony with the forces of private enterprise to achieve optinmumresults
for the country, and pronote and facilitate the devel opment of an increasingly
cl ose-knit, strong and active civil society.

39. There is a need to rebuild the State with the aimof creating what could be
called "smart governnent”; in other words, governnent that focuses on its
strategic roles in society, with an institutional design and a devel opnent of
nmanageri al capacities that enable it to play themin a highly effective manner

A wealth of evidence shows that one of the key roles of "smart government" will
be in the field of social developnent. As noted earlier, new views of

devel opnent, in which the State has crucial roles to play, have energed in
response to the large-scale problens outlined in the first part of this study
and the failure of trickle-down nodels to solve them

40. In the trickle-down nodel, the view that growth would sol ve the probl ens of
poverty by itself led to a mnimalist and wel fare-oriented conception of the
State's role in the social sphere. According to that view, the State shoul d
confine itself to mitigating the tenporary nal adj ustnents that woul d occur as
the trickle-down effect began to work. |Its role should be to carry out only

ti me-bound, targeted programmes to attenuate inpacts. Limted resources should
be allocated to its social activities, since such resources were being siphoned
off fromthe central policy of growh and trickle-down that woul d generate the
real solutions. These guidelines resulted in a strong novenent towards
"disarming" the State in the social field by disnmantling services, causing a

de facto brain drain fromthe public sector to the private sector and creating a
great deal of uncertainty for agencies operating in the social sector by making

/...
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them increasi ngly dependent on external decisions taken with little input from
them The new directions of the debate show that this type of forced, narrow
restructuring of the State in the social sphere actually aggravated the
problenms. Investnment in human capital and social capital declined, the already
hi gh | evel s of inequity increased and the possibility of integrating econonic
and social policies became even nore renpte. The new orientations of the socia
devel opnent debate suggest a very different role for the State.

41. To build human capital, a society needs a systematic, long-termpolicy to
that effect, in which the State plays a key role. To devel op social capital

the State nust protect it and actively pronote synergies. |nprovenent of equity
calls for active State efforts in that direction. A Wrld Bank study enphasi zes
that State actions which result in a nore equitable distribution of wealth could
wel | becone an integral part of a successful economc strategy.3 The
interrel ati onship established between the econonic and social spheres in a

devel opnent nodel that nobilizes the conplenentarities of both requires the
State to play a coordinating and synergetic role. Job creation and suitable

i ncome policies nmust be at the heart of this interrelationship. A fundamental
aspect of the newrole is to enlist allies in the effort to tackle socia
problenms. The State nust generate initiatives that pronote active participation
inthis effort by basic social actors, private enterprise, trade unions,
universities and civil society in all its manifestations.

42. Smart governnent in the social sphere is not a minimalist or absent
Governnent that carries out short-term wel fare-based actions, but rather one
with a State policy (as opposed to a party policy) on education, health,
nutrition and culture which is oriented towards overconing gross inequities and
pronoting cooperation between the econom c and social fields, while enhancing
the contribution of civil society through an ongoing synergetic role. This
tinme, it is not a question of postulating yet another theoretical nodel.

Rat her, this type of thinking about the State is energing forcefully fromthe
hi storical experience of the past few decades, which shows that countries where
the State has taken on roles of this type have achi eved very significant
results. Amartya Sen describes the recent world historical context by stressing
t hat many Western European countries have managed to ensure w despread soci al
security coverage, with the provision of public health care and education in
ways hitherto unheard of anywhere in the world; Japan and East Asia have seen a
hi gh | evel of governnent |eadership in the transformation of both their
econom es and their societies; the role of public education and health care has
been the Iinchpin of efforts towards social and econom c change throughout the
world (and quite spectacularly in East and Sout h-East Asia); and pragmatic

pol i cy-maki ng has drawn inspiration fromboth the market and the State, and even
frominstitutions which belong to neither category, such as community

or gani zati ons. 3

43. Nancy Birdsall enphasizes the role played by the Japanese Governnent in
promoting small- and nedi um scale enterprise, in the context of a "bottom up”
grom h strategy to generate jobs. She notes that Japan's Mnistry of
International Trade and Industry considered the | ack of nodernization of snal
busi ness as a potential stunbling block to growh, and that the Japanese
Government's support for small businesses was one of the nost |asting and
constant aspects of industrial policy.3
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44. In denocratic Chile, the CGovernnment-elect totally replaced the socia
strategy of the previous adm nistration. Al though the latter had scored
econom ¢ successes, the social situation had pal pably worsened, as the estinmated
proportion of famlies living below the poverty line rose from20 to 40 per cent
of the population. The denocratic Governnment gave high priority to social

i ssues and | aunched a proactive social policy based on four guiding principles:
equity, solidarity, integration and social participation. It cooperated
extensively with the private sector to inprove social conditions and strongly
encouraged civil society to act. The results of this effort, which has sought
to build an ongoing interrel ationshi p between social and economic issues, have
been i npressive, and progress in both areas has been nutually strengthened.

45. In these and other cases, a State which is active in the social field,
aware of the inpact of globalization and the market on social problens,
aggressive in devel opi ng human capital and social capital, involved in forging

continual strategic alliances anong the various social actors to pronpte poverty
reduction, and placed fully at the service of society is enmerging as a key
hi storical tool for societies.

46. Sone of the basic risks entailed in insisting on ideas such as State
mninmalismor in allowing the State to be guided by the interests of interna
bureaucracies are vividly denpbnstrated by Paul Streeten. He suggests that the
nost serious problens arise not frommarket failure but from nmarket success, and
not fromthe failure of certain government bureaucracies but fromthe opposite.
He notes that "if the signals propagated by the nmarket are based on a very
unequal distribution of |and, other assets, and incone, it is market success in
responding to these signals that causes the trouble". He notes further that
"Amartya Sen has anal yzed fam nes and shown that often total food supply was
adequate, but that the purchasing power ... of a particular group of poor people
had declined. In those conditions the market is all too successful inits
signals, incentives and allocations, while people starve". Simlarly, he
indicates that it is governnent success in pursuing the self-interested

obj ectives of its officials that produces the destructive results which have
been wi dely depl ored. 3¢

47. In view of what have been descri bed as desirable roles, how can the State
be equi pped with the institutional and nanagerial capacity to play then? Wat
woul d be the profile of "smart governnent”™ in the social field?

V. COURSES OF ACTI ON FOR REDESI GNI NG THE STATE I N
THE SCOCI AL SPHERE

48. In the developing world, major State refornms have been carried out in the
soci al sphere in the context of macroeconom ¢ adjustnment processes. The basic
profile of these reforns has been described by Fernando Zunmbado and the
characteristics can be applied to many countries: up to now, social reform has
been a product of the exigencies of stabilization programes and structural

adjustnent. In this respect, unfortunately, the reduction of public social
spending and the dismantling of inefficient services have played a decisive role
in the gromh of poverty. It has taken a long tine to produce alternative, nore

ef fective programmes. ¥
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49. Fromthese reforns a post-adjustnent State has energed, which seens to have
serious institutional and managerial limtations and weaknesses that hamper it
in performing roles such as those outlined in the previous section. The State
needs to be reconstructed in the social sphere so that the roles in question can
be performed effectively. This reconstruction cannot be backward-|ooki ng. Such
a course woul d not be advisable, considering the major operational shortcom ngs,
rigidities and incapacities of State social structures in previous decades.
However, mere cuts are not the reformwhich is required either. Zunbado's cal
is fully justified: alternative, nore effective, programes are needed.

50. The rebuilding of State managenent capacity for active, equitable and
sust ai ned soci al devel opnent nust be carried out in a forward-|ooking manner

The State nust be connected in the social sphere with the new technol ogi ca
frontiers in managenment and institutional developrment. |n recent decades, there
have been fundanental changes in the basic ideas as to how to achieve greater
organi zational efficiency. At the global level, a new managerial paradigmis
emerging with anal ytical nodels, hypotheses and technical proposals which are
very different fromthose which predonm nated for nuch of this century.3® A
transition fromadmnistration to managenent is under way. The nost efficient
organi zati ons of our tinme have generated nmany el enents of this emerging paradi gm
in their practice, and they are operating increasingly on its basis. It is an

i nportant source of reference on how to manage organi zations in the year 2000,
whi ch may be of great value for the reformof the State in the social sphere.
The challenge is how to accommpdat e the special problens and characteristics of
State social sectors in the |atest devel opments in organizati onal managenent at
the global level. This process does not consist of copying managenent met hods
whi ch are in vogue; the challenge is nuch broader and nore conplex. It is a
matter of seeing whether it is possible to re-exam ne social managenment probl ens
on the basis of recent innovations in the understanding of organizationa

behavi our, while fully respecting their unique and specific characteristics.
This re-exam nation woul d be the starting point for designing, on its basis,
appropriate technical solutions for the State in the social sphere. Wat is
bei ng proposed then is not a process of nechanical appropriation of fashionable
nmanageri al sol utions, but a vast research and devel opnent effort to generate
organi zational innovation in the social areas.

51. The forward-1ooking reconstruction of the State in the social sphere
therefore entails tackling basic questions such as the follow ng:

(a) What are the truly strategic problens that hinder efficiency? The
tradi tional approach stressed problens of an essentially formal nature connected
with organi zati onal charts, procedures, operating nanuals, norns and circuits.
In the | atest managenent theory, it is felt that this area should be inproved,
but that the effects of these inprovenents on final organizational output are
very limted. Final output depends on other nuch nore strategic aspects.

(b) How can these problens be tackled in the light of advances in
nmanagenent science while taking into account the very specific characteristics
of the nmanagenent of social programes?

(c¢) How can solutions be found that will ultimately ensure that, in the
devel opi ng countries, the State effectively fulfils the roles assigned to it in
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the social sphere, including a drastic inprovenent in education and health care,
t he devel opnent of social capital, the achievenent of greater equity, the

opti mum use of scarce resources, the production of sustainable solutions, the
active pronotion of participation by civil society in all its manifestations in
soci al undertakings and the devel opment of the internal capacities of

di sadvant aged communiti es?

52. Starting fromthese conceptual foundations, sone courses of action will now
be suggested which are considered crucial for redesigning the State in the
soci al sphere. They should be regarded as courses of action whereby gradua
changes would be made with a view to achi eving the goals pursued. The approach
suggest ed basically constitutes a selective and gradual strategy for change.

A. Reorgani zation of social policy

53. In the State structures of the devel oping world, social policy has operated
as an area which | acks autonomy in relation to variables which are critical to
t he achi evenent of its objectives. Aspects essential to its proper operation
have been determ ned fromthe outside. Normally, the econom c policy areas of
States take substantive decisions on issues of great social inmpact and sinply
communi cate themto the social areas. The latter have very limted

organi zati onal participation in the relevant decision-naking processes. Socia
operators have very little involvenment in crucial decisions on issues such as
credit policy, negotiation of the external debt, tariff policies and fisca
policy which will have a far-reaching inpact in the social sphere. Furthernore,
the information used in the respective decision-nmaking processes is al nost
entirely generated by the econom ¢ areas; very few information inputs provided
by the social areas are used. The organizational position of the social areas
in the government power structure al so shows narked weaknesses. Regardl ess of
formal titles, their frequency of access to the head of State and their

i nvol venent in critical decision-making spheres are considerably nore limted
than those of the economic and political areas.

54. Under these circunstances, social policy is carried out in a context of
subordination and isolation. Control of the level of uncertainty, a key factor
of organi zati onal power, is very low The basic paraneters of social policy can
easily be mani pul ated fromoutside, |eaving no place for carefully thought-out
schenes.

55. This structural and organi zational weakness of the social policy area is
consistent with a vision of devel opnent in which social devel opnent is perceived
as a "residual" by-product of other policies. |If this vision is thoroughly
revised and it is recognized, as nentioned, that the | evers of devel opnent are
many, that there are social dinmensions that are crucial if devel opnent is to be
sustai nabl e and that the "residue" can obstruct the entire process, then it
becones apparent that there is a strong need to restructure the traditiona
organi zational pattern. As Enrique lglesias rightly observes, the State is the
mai n agent responsible for ensuring the great conproni se between econom ¢ and
social policy.®* Ensuring such a conprom se neans redefining organi zationa
responsibilities in such a way as to encourage it. This is a highly conpl ex
issue. It cannot be resol ved by establishing sporadic coordinati on nechani sns,

/...



ST/ SG AC. 6/ 1997/ L. 8
Engl i sh
Page 20

such as steering conmttees in which the respective senior nministers neet every
so often. That is a useful step, but it represents a primary |evel of
coordination. 1In order to nove towards a joint formulation of econonm c and
soci al policies, much nore sophisticated levels are required. Coordination nust
enconpass the various stages of the fornulation of public policies. Anmong other
things, it means creating databases on social devel opment, far bigger and better
than those currently in existence, which can be a crucial frame of reference in
the design of policies. It nmeans giving the social areas direct access to the
setting of agendas for discussion. |t means setting up organizationa

nechani sns to enable the joint fornulation of decisions at crucial |evels, so
that, together with economic variables, social variables are incorporated fully

into franeworks for decision-making. |t means setting up nonitoring systens in
real tinme which provide ongoing information on the social inmpact of econonic
policies and feedback on the inplenentation of joint designs. It is necessary

to establish an institutional framework that facilitates increasing |evels of
coordination, in line with what, in some countries that are nore advanced in
this area, is called generating a "social econony", that is to say, integrated,
and not nerely coordi nated, econom c and social policy designs. There are
various experiences along these lines which indicate the feasibility of such a
project. For exanple, the denocratic Governnent of Chile has devel oped an
active, ongoing practice of close coordination between econom ¢ and soci al
policies. In Israel, a systemfor nonitoring the social situation was devel oped
whi ch generates data that are used jointly by decision makers at the economc,
soci al and parlianentary |evels.

56. In addition to tighter coordination, what is needed is a reclassification
of the social areas in terms of their inportance and hence their access to the
basic centres of power.

B. Need for a radical inprovenent in intragovernnenta
coordination in the social sphere

57. The coordination problens affecting the social areas of central governnents
do not arise solely at the external level; in the devel oping world, such
agencies tend to have very low levels of internal coordination. The mnistries
i n charge of such social policies as education, health, famly welfare, housing,
soci al devel opnent, and so on, tend to act in isolation and in a highly

uncoordi nated manner. For their part, the various public agencies operating in
t he social sphere have weak real links to the relevant mnistries and limted
rel ati onships with one another. Social investnent funds, a significant
institutional effort of recent decades, have received only linited acceptance
fromthe government social area and operate with this severe restriction. In
fact, not only are there huge gaps in coordination, but also frequent sharp
conflicts over jurisdiction, resources and progranmes.

58. Al of this has an inportant inpact on the final outcome, since socia
policy is, by its very nature, an area in which no institutional agent can

achi eve fundanental goals on its own. Thus, the goals to be achieved with
regard to educational deficiencies require firmsupport fromthe health care and
nutrition systems. Progress in health care requires active cooperation with the
educational system The transfornmation of urban areas with nmarginal dwellings

l...
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into stable and productive settlenents requires the conbined efforts of various
soci al agencies. Optinmumresults in the social sphere can be obtained only when
there is operational integration of the various areas.

59. Behind the serious difficulties of inter-agency coordination |ie various
probl ens whi ch shoul d be brought into focus. Sone of these are of a conceptua
nature. Many governnent bureaucraci es have devel oped on the basis of markedly
sectoral approaches. The organi zati onal design has tended to create a strict
separati on anong sectors, to establish rigid boundaries and totally distinct
responsibilities, and to institutionalize a highly formalized division of

| abour. The realities of programmes to alleviate urban poverty or pronmbte rura
devel opnent require a different kind of organizational design which facilitates
over | appi ng approaches, teamwork in the field and joint optim zation of scarce

avail abl e resources. |Instead of continuing to sectoralize the social policy
area, what is needed is to "inter-institutionalize" it, in other words, to
increase the real |inks amobng the various agents invol ved.

60. O her problens are very concrete: conflicts of interest, power struggles,
territorial disputes. Such problens cannot be solved through traditiona
approaches which set up formal coordinating structures. These structures
establish on paper various kinds of units in which coordination is supposed to
take place, but they are usually of linmted effectiveness. The serious problens
affecting the functioning of social policy steering comittees are an
illustration of this. These commttees bring together the senior mnisters in
charge of social policies and the heads of governnment social agencies. In
theory, they are a useful tool; in reality, however, their productivity is
generally low. Their agendas tend to exclude controversial issues and to
concentrate on mnor aspects of administrative coordination. The technica
arrangenents for followi ng up the decisions adopted are limted. Meetings are
not supported by systematic technical preparation in advance. The forma
approach shoul d be replaced by a substantive approach. Participants should
begi n by recognizing that there are real underlying conflicts and attenpt to
address them A good many of these conflicts could probably be resolved if the
parties engaged in organic negotiating processes using advanced technica
nodels. In the first place, negotiations would enable themto identify points
of agreement, recogni ze the benefits to all of carrying out joint efforts, and
desi gn common programres on that basis. Current experience in this area shows
that ministries and agencies can easily derive benefits fromjoint work in such
areas as, for exanple, the production of high-quality social data for shared
use, the pooled training of human resources skilled in critical areas, and a
comon position in negotiations on relevant issues with the econom c agenci es.
Wil e such an approach woul d not resolve all conflicts, it would reduce and
limt them |In addition, organizational nechani sns should be set up to
facilitate effective coordination. The neetings of social policy steering
comi ttees should be preceded by a consultation process broad enough to enabl e
representati ve agendas to be drawn up. Likew se, systens should be put in place
for monitoring the results of the inplenentation of the decisions adopted,

t her eby providing feedback for the adoption of decisions by the steering
conmi tt ees.

61. Al these efforts nmust be made in the context of an in-depth conceptua
di scussion which will hei ghten awareness of the need to abandon sectora
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approaches, given that the very nature of social problens calls for a conbi ned
appr oach.

C. Decentralization as an opportunity

62. One of the main opportunities for making positive changes in the State
soci al sphere in devel oping countries is provided by the decentralization of
soci al services to regions and municipalities. Such decentralization offers
nuner ous advantages. Fromthe standpoint of effectiveness, social programes
can be matched nmuch nore closely to the real needs of the target popul ation
Froma strictly managerial standpoint, decentralization will heighten efficiency
by offering greater opportunities for a dynam c, flexible and rapid response.
Wth regard to the nmedium and |long-termsustainability of programes,
decentral i zati on encourages recipient populations to articulate their needs, and
this will help to nake efforts self-sustaining. Lastly, decentralization
contributes to the process of putting in place integrated econom c and soci a
policies at the regional |evel

63. Many countries are inplenmenting decentralization processes in the social
sphere which are clearly forward-1ooking. Efforts are being made to
decentral i ze areas such as primary and secondary education, primary health care
and hospital services, housing, environnental sanitation, water pipelines,
sewers, drainage and solid waste disposal systens, nutrition, social security,
transportation and cul ture, anong others. However, close attention nmust be paid
to past experience in order to be aware of the difficulties and risks that may
arise and to devise strategies for tackling and resolving them

64. O her problens include the degree of institutional clarity of the
decentralization process. In sone cases, the respective roles of the centra
Governnment, regions and nmunicipalities follow ng decentralization have not been
precisely defined, |eaving considerable grey areas. This creates an opening for
constant friction and clashes. Funding is a critical aspect. Unless the
decentralization of services is acconpani ed by nechani sns enabling the regi ona
and muni ci pal bodies to which they are transferred to raise or obtain the
necessary resources, the process may becone regressive. As Karin Stahl has
said, inplementing a decentralization policy w thout ensuring that

muni ci palities have revenue and without equalizing the financial situation of

ri ch and poor regions can, noreover, exacerbate regional inequalities and
therefore social inequalities, further underm ning the State social services
system especially in poorer municipalities.* Another inmportant aspect is the
institutional and nanagerial capacity of the bodies to which services are
decentralized. |If their capacities are weak, as nmight be expected at the
outset, and no sustained effort is made to strengthen them services will be
seriously threatened. Anong other things, many nunicipalities in devel oping
countries lack the full-fledged career civil service that is a key to efficient
managenent. For instance, research in Col onbia, where there has been

consi derabl e decentralization, revealed that 85.5 per cent of nunicipalities,
covering 43.5 per cent of the popul ation, did not have the capacity to undertake
the tasks assigned to them* A study covering 16 Latin American countries
sought to measure municipalities' managenment capacities by the follow ng

i ndi cators: existence of units to take over the service, skilled human
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resources, mastery of managenent technol ogy, ability to devel op projects,

avai lability of financial resources, presence of a sound organizationa
structure and exi stence of a municipal career structure in the social services
area. The study found that, in a range of 5 to 1 in descending order
managenment capacity averaged 1.4 This kind of situation can create a vicious
circle. Formally, the central Government del egates powers to nunicipalities,
but it has m sgivings about their nanagenment capacity. Instead of trying to
build that capacity, it rations the practical del egation of powers, with the
result that grey areas arise which seriously conplicate the provision of
services. The resulting difficulties then conpound the Governnent's origi na
m sgi vi ngs.

65. Basing herself on field studies, Dagmar Raczynski warns of another probl em
She wites that her analysis of Argentina and, in part, Brazil suggests that the
pressures and practices of special interest groups are often far nore intense at
the regional, provincial and local levels than at the national level.* This
warning may extend to broader areas. Elite power groups in regions and

muni ci palities my seek to steer decentralized resources towards their economc
or power interests. At these levels the process can be significantly distorted.

66. These and ot her aspects do not invalidate the proni ses held out by
decentralization, which may be as specific as those identified by IDBin its
1996 report: there is growing evidence that results can be inproved by giving
school t eachers and headt eachers greater autonony within their schools,
acconpani ed by appropriate nechani sns for ensuring accountability. @G ving
parents and students greater choice and a greater say in local schools'

deci si on-maki ng can increase the systems ability to nmeet educational needs.
Organi zati onal changes can in fact be an effective catalyst for increasing
accountability, inmproving resource allocation, stimulating innovation and
generating the resources needed to enhance equity and quality.*

67. Seizing the opportunities offered by decentralization neans explicitly
identifying and confronting risks such as those nmentioned. It neans avoiding
grey areas, creating conditions for the effective funding of services by regions
and nunicipalities, greatly strengthening the nanagenent capacities of regions
and nunicipalities and maki ng sure that they are not co-opted by elite groups.
Raczynski recommends that since the process is a difficult one, it is essential
that it be conducted by a strong central Government which provides inpetus and
gui dance and, at the sane time, that it preserve the benefits of econom es of
scal e and avoid increasing the already enornmous inequalities that exist anong
the different part of any given country.*

D. Network-building

68. The new outl ook for action in the social devel opnent field demands that al
those working in this field who have a contribution to make pool their efforts.
At present, there is very little coordination anong soci al devel opnent agents
and they fail to take advantage of the conplenentarities that joint action m ght
offer. The State must take the lead in encouraging the building of networks
that bring together public agencies in the social field, regions and

muni ci palities, NGOs, private business foundations, trade uni on nmovenents,
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grass-roots religious organizations, universities, neighbourhood associ ati ons,

ot her menbers of civil society and organi zati ons representi ng poor comunities.
Such networ ks woul d be nutually supporting and draw on the best that each agent
has to offer, while overconm ng any weaknesses. As Janmes M dgley has said, the
respective roles of the State, the community and vol unteer organi zati ons nust be
taken into account and each one's strong and weak points anal ysed. Strategies
for harnonizing the contributions of the community, the State and NGOs can al so
be identified.®

E. Participation: a nmaster strateqgy

69. The World Bank recently published The World Bank Participati on Source Book,
which details the new direction taken by the Bank in supporting participation.?
The evidence of studies conducted in this area is entirely consistent:
anti-poverty and soci al devel opment projects which take a participatory approach
are far nore successful than those based on hierarchical structures. Cher

i nternational organizations are now reaching simlar conclusions. |DB has just
conpl eted publication of a guide on the subject, in which it sees participation
as the key to promoting devel opnent and denbcracy in the world.*® The benefits
of adopting a participatory approach in the planning, nanagenent and eval uation
of programres for health, education, housing, rural devel opnent, inprovenent of
mar gi nal urban areas, nutrition, etc., are very tangi ble in nanagenent terns.
Experi ence has shown that the involvenment of the communities targeted by such
programes makes it possible to determine precisely what their priority needs
are, creates a useful information flow which can be a key managenent tool,
pronmotes a conmunity input of innovative ideas, permts ongoing eval uation of
the progress of the programme and is an alnost infallible deterrent to potenti al
corruption. One significant aspect is that when a community is consulted, its
self-esteemis enhanced and its latent potential begins to be tapped, enabling
it to make a fundamental contribution

70. In addition to these nanagenent benefits, comunity participation can have
a very considerable inpact on an essential goal of present-day socia

devel opnent: programe sustainability. This is a very pressing issue.

Internal evaluators have reportedly classified over half of the Wirld Bank's
projects as being of dubious sustainability, neaning that, once they are

conpl eted, a process that usually takes around five or six years, they nay cease
to provide significant benefits for the recipient countries.* Generating

medi um and long-termsustainability is a critical test of the real success of
soci al managenment. As the reported evaluation indicates, wthout such
sustainability projects fail to achieve |lasting goals and are therefore
inefficient. Participation is essential for building sustainability, and ful
community involvenent will facilitate and pronote the building of the comunity
capacities that are essential for sustainability. Mreover, broad comunity
participation makes it possible to tackle sone of the strategic probl ens

menti oned above in anal ysing decentralization. Decentralization to

nmunici palities with active comunity involvenent will help to ensure that
resources really go to community priorities and prevent them from bei ng taken
over by local elites.
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71. Many recent participatory experiences denonstrate the practical functioning
of these clear advantages of participatory nodels. A broad sanple of successfu
partici patory experiences are described in the Wrld Bank and |1 DB publications
nenti oned above and in the vast docunentation on the subject produced by the
United Nations system The G aneen Bank in Asia, for instance, a popular credit
bank which is 75-per-cent owned by its nenbers and operates on a basis of broad
participation, broke new ground in this field. It gave poor peasants vita
access to credit and its nmenbership grewin 10 years from 15,000 to 250, 000.
Villa El Salvador in Peru, a shanty town housing 250,000 poor people who started
out froma situation of extreme poverty, devel oped a sel f-managi ng partici patory
approach based on 2,000 organi zational units actively involving all its
residents. 1In 20 years, they have erected 50,000 hones and an extensive network
of schools and health centres, their literacy and health | evels are far higher
than the national average, they produce their own food and they have devel oped
an industrial park for small businesses. The project has received a UNESCO
prize, was awarded the Prince of Asturias prize by the King of Spain and has

received many other international awards. In the nunicipal sphere, the city of
Porto Alegre in Brazil has been devel oping a broad participatory system since
1989 to give the population a say in decisions on communal investnents. In

1995, 100, 000 people out of a total population of 1.3 mllion participated
actively in the entire process. The allocation and nanagenent of resources are
consi dered to have inproved markedly as a result of this process, denonstrating
the possibilities offered by decentralized municipal action conbined with
comunity participation. In all these and other simlar cases, there has been a
real transfer of decision-nmaking power to the comunity. This sets them apart
fromthe frequent "simulations" of participation, in which the community is

prom sed an opportunity to participate but this is limted to statenments of
intent and secondary aspects, giving rise to considerable frustration.®°

F. Inproving the quality of services

72. There is general agreenent that the State nust drastically inprove the
quality of its services in general and of social services in particular

However, that line of reasoning nmust be carried further. What is quality in
public services? Christopher Pollitt puts forward one point for consideration
Practical observation indicates that the reply to this question will vary with
the actor. Perceptions of what constitutes an inprovenent in quality vary
according to whether we are asking politicians, public adm nistrators,

prof essionals working in these services or users. The following is a realistic
description of the situation: first, there are the politicians in power who are
anxious to limt spending while assuring the public that the standard of basic
public services is not being adversely affected. Next, there are the managers
and senior admnistrators, who are obliged to follow the dictates of their
political masters and rightly anxious to preserve and el evate their own
institutions. They frequently clash with our third group, the professionals of
the public service sector, who frequently view senior managenment w th suspicion
Their reaction is predictable: they try to preserve their sphere of autonony
and protect their students, patients and clients. These consunmers of services
nmake up our fourth group, although it is a group that has yet to play an active
role in the design of quality initiatives. Quality is sonething that has been
done to them rather than defined by them ®
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73. Initiatives to inprove the quality of services and introduce total quality

el ements should be clearly targeted to the needs of the last group, which should
be allowed to give their own definition of quality. Wen this happens in the
devel oping world, the beneficiaries frequently indicate priorities quite
different fromthose established fromthe outside. They raise very specific

i ssues, for exanple: information on programes does not reach them forms from
public agencies to be filled out should be witten in understandabl e | anguage,
and the respective offices should be open on days and at tines conpatible with

t hei r working hours.

74. Quality inprovenent nmust start with, and be carried out with, recipients if
it istoresult in real progress.

G Towards an adaptive managenent style

75. \What is the npst appropriate nmanagenent style for the efficient delivery of
soci al programmes? The answer mnust be sought first in the requirenments of the
processes for inplementing these programes. Such processes are extrenely

vol atile. Wen programres targeting vast social groups, for exanple, programes
to extend primary health care in rural areas, |ower the school drop-out rate in
poor urban nei ghbourhoods or deliver food together with nutrition education, are
i mpl enent ed, highly conplex and vari able dynanmics are created. Various interest
groups, including econonmic interests and | obbies, gravitate around progranmnes
and m ght attenpt to divert themto their own ends. Different organizationa
agents, with variable interrelationships, are involved - mnistries, regions,
muni ci palities, NG and groups of civil society. Recipient communities may
react in very different ways and their reaction may change over the course of
the progranme's execution. |n the actual inplenentation of the programe,

unf oreseen opportunities and risks may arise. Frequently, decisions external to
the progranme and even to the entire social sector, such as budget cuts, are
taken. Programme execution as a whole tends to display turbul ent
characteristics. Dennis Rondinelli concludes, in his analysis of the causes of
the failure of various devel opnent projects support by international agencies,
that irrespective of how the project was planned or how the technical analysis
was conducted, rarely is the observation nade that the probl ens encountered
coul d not have been predicted. %

76. Thus, it is not a matter of adjusting earlier designs; the issue is nore
conplicated than that. A dynami c is unleashed which in various respects cannot
be predicted in advance. This dynam c cannot be controlled by applying
traditional bureaucratic managenent styles, which use plans, routines and
standards to regulate the operations to be performed. Such plans assume highly
predi ctabl e situations in which projections frompast situations can be an
efficient guide. 1In the field of social nmanagenent, the situation is volatile
and the past is an unreliable reference because basic conditions are changi ng
constantly. W need to nove towards a style of adaptive managenent that is in
close touch with reality and which reacts to change as it goes along. This does
not nean doing away with planning, but sinply changing the timng. Planning and
managenent shoul d be as close as possible to each other: planning, execution

f eedback and redesign should be virtually one operation. Advanced nanagenent
currently has different technical tools to support the nanagenent style that is
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required. Anmong these, systens for the real-tine nonitoring of the progress and
i npact of programres may be hel pful; they involve changing froma conception of
nmoni toring and evaluation as instrunments of control to view ng them as
managenment tools. %3

H  Renewal of organizational structures

77. Organizational structures in the public social sector tend to follow the
customary vertical, pyram dal and hierarchical nodels w th numerous grade

| evel s. Such nodels are functionally inappropriate to the requirenents arising
from decentralization processes, fromthe interest in starting up networks and
promoting participation and fromthe need to devel op adaptive managenent styles.
Among ot her problens, they tend to close in on thenselves, turn routines into
targets, develop serious resistance to the participation of agents external to
the structure, such as other possible partners and the recipient conmunities

t hensel ves, and can be extremely rigid in reacting to change. Progress nust be
nmade towards nore open, flexible and participatory structures. The design of
organi zational structures is not an end in itself, but a neans to facilitating

t he achi evement of objectives. |In the area of social nmanagenent, the design
shoul d encourage such aspects as an active relationship with what is happening
on the ground. M ntzberg advances a significant argunent on this aspect.® W
must | ook at organizations as circles rather than pyramds. Normally, there are
those who work at the perinmeter, on the edges of the circle, in active contact
with recipients and with reality. They have feedback on what is happeni ng, but
because they work in very strictly defined areas, their approach is

conmpartnentalized. In the centre of the circle we have the senior executive
| evel , which knows where the organization is trying to go but may have little
contact with reality. It tends tolive in an ivory tower. 1In ternms of social

programes, a nunber of suggestions can be gl eaned. Such programres nust
maxi m ze the interaction with reality. A closer relationship between the
perineter and the senior executive level is essential if reality is to filter
through to the latter. Likew se, an attenpt nust be made to apply the nobdern
strategy of a shared vision for the organi zation, which can generally help to

i nvolve the perineter fully in the operation but will also enable it to nake its
practical information-gathering and anal ysis nore productive.

78. In various contexts, changes in the State social sector are taking the
directions indicated. In Canada, one of the countries which have taken the | ead
in this area, the admnistration and finance division of the Ontario Mnistry of
Comuni ti es and Soci al Services announced a new organi zati onal structure based
on a trial administrative method that would reduce hierarchical |evels and
elimnate structural barriers. According to the division, this project would

i nclude a change in the prevailing organizational culture and val ues (from
territorialism a nob nentality and fear, to teamwork, trust and del egati on of
responsibility).5%

I. Looking at the specifics of social managenent

79. \What should the basic strategic orientation be for the essentia
institutional and nmanagerial reforns to be undertaken in the State social
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sector? The application of traditional public adnnistration approaches has
reveal ed serious shortcom ngs and conflicts with the denmands of reality.
However, there al so does not seemto be any enpirical evidence to support the
use of business-style approaches in this field, since their goals and usua
characteristics differ markedly fromthe objectives and typical functioning of
soci al programmes. Social programes have devel opnent targets whose effects are
often seen basically in the mediumand long term as happens in education
Their targets interact with those of other programmes. |n sone cases, their
goal s cannot be measured by the means nornally used in business nanagenent
because they are qualitative. Moreover, in the social progranmmes of the

devel oping world there are overall goals under which the specific goals of a
programme in a given area are subsuned. It is hoped that all programes will
hel p to enhance equity, overcone gender discrimnation, pronote environmenta
preservati on and achi eve sustainabl e devel opnent. The technical operation of
i mpl ementi ng social programmes is also very different fromthat of business
organi zations. As we have seen, it is characterized by nultiple institutiona
actors, the need to coordinate them networks, turbulence, the essential need
for participation because of its w de-ranging positive effects, the need to
respect local cultures, and the inpact of political, social, denographic and
other factors. The list of managenment dilemmas that arise in operations of this
kind is unique and quite different fromthat arising in business.

80. An approach nust be developed in this field that focuses on the specific
probl enms of social institutions and social managenent and seeks appropriate
technical solutions to them A social nmanagenent approach is required. |Its

i nputs of support woul d include el ements of other approaches, but the strategic
approach nust be different and be efficient in ternms of goals and overall goals,
such as those listed and of the particular type of technical operation that
characterizes social programmes and policies. This approach is energing in
speci fic experiences of successful institutional adjustnents and programmes in
different countries. The type of institutions and nanagenent di scerned in what
are internationally viewed as exanpl es of managerial excellence, such as the
Graneen Bank in Asia, the EDUCO schools in El Sal vador or the nei ghbourhood
consuner fairs in Venezuela, arise out of this differentiated approach.% The
observation of this technical dinmension of social managenment is currently
stinulating efforts to train social managers in this area in various countries
of the devel opi ng worl d. ®

81. The need to respect specific characteristics and not to transfer the

busi ness approach nechanically to other fields is not exclusive to the socia
sector. Paul Krugman warns of the danger of such transfers to the economc
field in arecent article, "A country is not a conpany".®® He calls attention to
what he considers a dangerous tendency to seek to apply a business approach to
countries. He says that what people learn fromrunning a business does not help
themto fornul ate economc policy. A country is not a major corporation. The
ment al processes that make a great business | eader are not generally those that
make a great econom c analyst. He notes that the problens are of a totally
different nature and conplexity. He warns against the "great nman" syndrone in
whi ch peopl e who are successful in one field believe that they can be an
authority on others. He notes that the same syndronme appears in sone

busi nessnen who have been prombted to the rank of econom c adviser. They have
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difficulty accepting that they nmust go back to school before they can nake
pronouncenents in a new field.

82. Just as the macroeconom ¢ sphere denmands nmacroecononi ¢ nmanagenent, the
goal s and functioning of social managenment cannot be equated w th busi ness
logic. Mich nore needs to be done to ensure such essential aspects as access,
equity, sustainability and efficiency.

V. FINAL NOTE

83. According to Goethe, theories are grey, while the golden tree of life is
green. In the developing world of recent decades, a nunber of theoretica
nodel s have indeed succunbed to or been seriously challenged by reality.

Appr oaches based on a mechanistic vision, which puts off solving today's acute
social problens to an imaginary future where there will allegedly have been a
“trickle-down" of growth, have not been validated by the facts. |Instead, they
have resulted in a systematic marginalization of social policy and managenent
whi ch has aggravated social problens. Conbined with a m sperception of inequity
as being conducive to gromh, a perception totally negated by the case of South-
East Asia and other societies and by the marginalization of human and socia
capital, these approaches have caused the social sphere to be |argely abandoned,
with nmany far-reachi ng consequences. At the nacroeconomc |evel, ignoring the
soci al dinension creates major obstacles to opportunities for sustained growth
Negl ect of education, health and nutrition, weakening of the famly and

i ncreasi ng personal insecurity are processes which underm ne growth, deter

i nvestment and i npede technol ogi cal progress and the devel opnent of external
conpetitiveness. The case of Latin Anerica is also illustrative of other parts
of the developing world. Nancy Birdsall pinpoints the econom c significance of
such obstacles in the region when she says that it is possible that growth rates
in Latin America sinply cannot go above 3 or 4 per cent as long as the half of
the population which is in the | owest incone percentiles is unable to

partici pate and make a contribution.® To this observation we m ght add anot her
fromthe Wrld Bank, concerning the high | evel of unenploynment in the region

for Latin Anerica to be able to lower its unenploynent rates in the com ng
years, the region's gross donestic product will have to grow by nore than

4 per cent.® Wat we have here is a vicious circle. Reducing the region's
critical unenploynent |evel of over 16 per cent will require a growmh rate of
over 4 per cent, and such gromh will happen only if the vast sectors of the
popul ation currently bel ow the poverty |line are brought into the devel opnent
process.

84. A deteriorating social situation also has high costs in terns of denocratic
governance. A broad survey of public opinion in 17 Latin Anerican countries
showed that, while the great majority of the population are in favour of the
denocratic system only 27 per cent of those surveyed are satisfied with the
functioning of denbcracy. The survey concluded that this dissatisfaction arises
because peopl e expect the systemto solve the probl ens which they consider nost
urgent, and for them enploynent is a mgjor problem conmpounded by that of |ow
wages. 61 62
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85. The assertion of a contradiction between State and narket and the
consequent calls for a mnimalist State are al so being seriously chall enged by
the facts on the ground.

86. The new debate is therefore suggesting that the best results in recent
years have been achieved with a broad conbi nation of State, plus nmarket, plus
civil society inall its manifestation. An absent or mininmal State does not
seemto be the answer to social problens or, nore generally, to the need to
encour age sustai ned devel opnent. The idea of an intelligent, highly efficient
State which intervenes at strategic nmonents is steadily gaining ground.

Merilee Grindle says that it has been noted that only States can provide the set
of conditions essential to econonm c developnent: |aw, order, effective
nmacroeconom ¢ policies, infrastructure devel opnent, investnment in human capita
and greater equity.®®

87. One essential field of activity of the intelligent State in the devel opi ng
world in com ng decades will be the vigorous, sustained pronotion of active

i ntegration of econom ¢ and soci al devel opnent, together with a substantia

i nprovenent in equity. The State will also have to pronote the active

i nvol venent of all the basic forces of society in those efforts. To achieve al
this, it will have to take on the task of forging strategic alliances anong

t hose forces.

88. Performng these newroles efficiently will require radically reform ng the
State's social structures. Such a reform nust not be backward-| ooking, but

nei ther should it nmean sinply cutting back on or dismantling those structures.
Institutional imagination will be required for rethinking the State in the
social field. It is therefore essential to set aside conventional w sdom and

t he nunerous dognmas of theoretical nobdels with no answers that stand in the way
of progress towards innovative solutions. This collective task cannot be

del ayed, for the social opportunity cost is very high. Every nonent that passes
wi t hout sustained policies of education and health investnment, w thout efforts
to increase equity and without efficient, high-quality public social services
has a drastic regressive inpact on the basic living conditions of vast nunbers
of long-suffering people in the devel oping world and prolongs their

unj ustifiable social exclusion

Not es

! James D. Wl fensohn, "1.3 billion people living on a dollar a day", The
Washi ngt on Post, 13 Cctober 1995.

2 United Nations Devel opnent Progranme, Hunman Devel opnent Report 1996.

8 Luis Quash, Chief, Technical Departnent for Latin Anerica and the
Cari bbean of the Wirld Bank, press conference, 4 April 1997.

4 Robert M Sol ow, "Mass unenpl oynent as a social problent, in Basu,
Pat t anai k and Suzunura, Choice, Wl fare and Devel opnent, C arendon Press,
Oxford, 1995.




ST/ SGE AC. 6/ 1997/ L. 8
Engl i sh
Page 31

5 Carol Bellany, Executive Director of UNICEF, Third Anerican Conference on
Children, Chile, 9 August 1996.

6 The Econom st, Novenber 1996.

" Martin Hopenhayn, "Notas para el BID' (unpublished), 1997.
8 Wl fensohn, op. cit.

° Robert Solow, "The |abor market as a social institution", the Royer
Lectures, University of California, Berkeley, 1989.

10 ECLAC Report on Soci al Devel opnent 1995.

11 Shahid J. Burki, dissertation at the Forumfor Inter-Anerican D al ogue,
Washi ngton, D.C., June, 1996.

12 Shahi d Burki, Sebastian Edwards, Latin Anerica and the Mexican Crisis:
Qui ckeni ng the Pace, The Wrld Bank, 1995.

13 Mentioned by UNDP, Human Devel opnent Report 1996.

14 Lester C. Thurow. "Preparing students for the conming century", Education
Revi ew, The Washi ngton Post, 7 April 1996.

5 In "Changi ng by degrees", The Washi ngton Post, 2 February 1997.

16 Jacques Del ors, "Education for tomorrow', UNESCO Courier, April 1996.

7 Robert D. Putnam Maki ng denmbcracy work, Princeton University Press,

1993.

8 Nancy Birdsall, David Ross and Richard Sabot, "La desigual dad conp
limtacion del grecimento en Anérica Latina", Gestion y politica publica,
Centro de Investigaciones y Docencia Econ6m cas (Cl DE).

19 Joseph E. Stiglitz, "Sone | essons fromthe East Asian miracle", Research
Qoserver, The Wirld Bank, August 1996.

20 Kl aus Deininger, Lyn Squire, "Measuring incone inequality: a new
dat abase", The Wrld Bank Econom c Revi ew, 1996.

2! Hongyi Li, Lyn Squire, Heng-fu Zou, "Explaining international and
intertenporal variations in income inequality", The Wrld Bank, June 1996.

22 James D. Wl fensohn, "El gasto social es clave", darin, Buenos Aires,
23 February 1996.

23 | DB, Econonic and Social Progress in Latin Arerica 1996.




ST/ SG AC. 6/ 1997/ L. 8
Engl i sh
Page 32

24 Amartya Sen. "Devel opnent thinking at the beginning of the 21st century",
| DB Devel opnent Thi nki ng and Practice Conference, Washington, D.C
Sept ember 1996.

2> The author works on this nmethodol ogy in Bernardo Kliskborg, "Redesigning
the state profile for social and econonic devel opnment and change", lnternationa
Revi ew of Adm nistrative Sciences, June 1994.

26 Rudi ger Dornbusch in IDB, "Politicas de ajuste y pobreza", edited by
José Nufiez del Arco, Washington, D.C, 1995.

27 Edgard Morin, "El astro errante", La Naci6n, Buenos Aires, 1993

2% Quillermo O Donnell, "El inpacto de |a gl obalizaci 6n econémica en |as
estrategias de reforma institucional y normativa", [DB, 1996.

2 M chel Crozier, "La transicio6n del paradigma burocratico a una cultura de
gesti 6n puplica", Reforma y Denocracia, Revista del CLAD, Caracas, January 1996

% Lester Thurow, La Querra del Siglo XXI, Vergara Editores, 1992.

3! Dor nbusch. op.cit.

32 Henry M ntzberg, "Managi ng governnent. Governi ng managenment", Harvard
Busi ness Revi ew, May-June 1996.

3% Burki and Edwards, op. cit.

34 Sen, op. cit.

% Nancy Birdsall, "Conments on Lessons from Japan by K Yamada and
A. Kuchiki", | DB devel opnent thinking and practice conference, Septenber 1996

% Paul Streeten, "Markets and States: Against Mnimalisn, Wrld
Devel opnent, vol. 21, No. 8, 1993.

37 Fer nando Zunbado, "En el canmino del desarrollo humano", UNDP
% The author deals with the subject in detail in El _pensam ento

organi zativo: de |os dognas a un nuevo paradi gna gerencial, 13th revised
edition, Norma-tesis, Buenos Aires, 1995.

% Enrique Iglesias, "Reforma econdmica y refornma social: visién integral™
in IDB, Social Reformand Poverty, 1993.

40 Karin Stahl, "Politica social en América Latina. La privatizacioén de |la
crisis", Nueva Soci edad, My-June 1994.

4 Vivas R and Parra Sandoval R, "Hacia la nunicipalizacién de |a
educaci 6n en Col ombi a", |LPE, LCIP.R81, 1990.



ST/ SGE AC. 6/ 1997/ L. 8
Engl i sh
Page 33

42 Carl os Mascarefio, "Municipalizaci én de | os servicios sociales en Arérica
Lati na", CLAD, 1996.

4% Dagmar Raczynski, "Estrategias para conbatir |a pobreza en Anérica
Latina", 1DB, ClEPLAN, 1995.

44 1 DB, Econonic and social progress in Latin Arerica 1996.

4 Raczynski, op. cit.

4 Janmes Mdgley, "La politica social, el Estado, y la participacioén de la
comuni dad", in Bernardo Kliksberg ed., Pobreza. Un tenma inpostergable. Nuevas
respuestas a nivel mundial, Fondo de Cul tura Econdm ca, 1994.

47 Worl d Bank, The Wrld Bank Participati on Source Book, 1996.

48 | DB, Libro de Consulta sobre Participaci 6n, 1997.

4 Paul Blustein, "Mssionary work", The Washi ngton Post nmgazi ne,
10 Novenber 1996

50 The aut hor exam nes the obstacles to participation in "Participation of
st akehol ders", in Bernardo Kliksberg, Social Mnagenent: sonme strategic issues,
United Nations, New York, 1997

51 Christopher Pollitt, "¢Qué es calidad de |os servicios publicos?", in
Bernardo Kliksberg ed., Pobreza. Un tenmma inpostergable.

52 Dennis A. Rondinelli, Devel opnent projects and policy experinents: an
adaptive approach to devel opnent adnini stration, Methuen Editorial, New York,
1983.

5% José Sul brandt, "La eval uaci 6n de | os programas social es: una
perspectiva critica de | os nodel os usual es", in Bernardo Kliksberg, Pobreza. Un

tema inpostergable.

5 Henry M ntzberg, "Misings on managenent", Harvard Busi ness Review, July-
August 1996.

5 Kennet h Kernaghan, "Enpowernent and public admninistration", Canadian
Public Admnistration, vol. 35, No. 2, 1994.

% The author presents conceptual nodels, technical devel opnents and
experiments in social managenent in Bernardo Kliksberg, Social managenent. Sone
strategi c issues.

5" A far-reaching effort in this connection is the initiative taken by |1DB
in creating the Inter-Anerican Institute for Social Devel opment, one of whose
mai n areas of work is the training of social managers.



ST/ SG AC. 6/ 1997/ L. 8
Engl i sh
Page 34

58 Paul Krugman, "A country is not a conpany", Harvard Busi ness Review,
January- February 1996.

% Birdsall, op. cit.
50 @uash, op. cit.
61 Encuest a Lati nobarénmetro, 1996.

52 An approach full of suggestions on governance and devel opnent is that put
forward by Joan Prats in Gobernabilidad y d obalizaci 6n, ESADE, 1996.

% Merilee S. Grindle, Challenging the State, Canbridge University Press,
1996.




