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Resumen: El artículo que se presenta aquí examina las nuevas orientaciones que ha asumido el 
de bate acerca del papel del Estado en la solución de la problemática relativa al creciente
empobrecimiento de grandes volúmenes de población, en un escenario que admite,
paradójicamente, un vasto incremento en las capacidades tecnológicas y productivas al fin de
siglo. La revisión de las rutas del de bate toma en cuenta algunas aportaciones expresadas en
foros mundiales de discusión. 

Ab stract: This pa per fo cuses on the new di rec tions  in the de bate of the struc ture and role of
the State, in front of the vastly in creased sci en tific, tech no log i cal and pro duc tive ca pac i ties of
man kind at the end of the twen ti eth cen tury, and the not im prov ing in the dif fi cult con di tions
that large sec tors of pop u la tion lives.

An end of century marked by disturbing social trends

M
an kind is ap proach ing the end of the twentieth cen tury with
vastly in creased scientific, tech no log i cal and productive
capacites. Si mul ta neous break throughs are occurring in

numerous branches of knowl edge, giv ing rise to new con cep tual
models for in ter pret ing phenomena and a new wave of technologies
based on a knowl edge of in fi nite  possibilities. Ad vances in such fields
as telecommunications, microelectronics, bio tech nol ogy, the ma te rial
sci ences, ma chine tools, com puter sci ence and ro bot ics, among oth ers,
are trans form ing our ba sic production pat terns. Our potential for pro -
duc ing goods and services has ex panded and multiplied rap idly. These
changes have been accompanied by a revo lu tion in expectations.
Democratic systems un der which peo ple are able to elect their
representatives are be com ing more prev a lent and there are wide spread
de mands for in creased participation. Peo ple ex pect to have a real and
greater say in the de ci sion-making pro cess and there is a broad
movement  to wards es tab lish ing new and more ac tive forms of or ga ni -
za tion of civil so ci ety.

How ever, the tre men dous potential of our productive capacities is
not resulting in improvements in the difficult condictions un der which
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large sectors of the world’s population cur rently live. There is a huge
gap between that potencial and the realities of daily life. There is also a
gap between the progress made towards de moc racy, to wards the
democratic citizenship that of fers peo ple the po ten tial for
participation, and the sit u a tion of so cial ex clu sion and de graded so cial
cit i zen ship that many of these same people face and that cre ates
numerous barriers to meaningful participation. The so cial situation to
which the historic World Summit for So cial Development drew
attention raises profound ques tions about the future.

Ac cord ing to World Bank data, 1.3 bil lion of the world’s population 
live on less than a dol lar a day and are thus in a sit u a tion of extreme
pov erty. Two fifths of the world’s pop u la tion lack adequate health ser -
vices and electricity1. According to the United Na tions De vel op ment
Programme (UNDP), there has been a marked in crease in the num ber
of poor people whose income has ac tu ally de clined. Be tween 1965 and
1980, this sit u a tion affected 200 million poor people; be tween 1980
and 1993, it af fected 1 bil lion. Some 800 million peo ple do not receive
ad e quate food and nearly 500 mil lion suf fer from chronic malnutrition; 
17 mil lion people die each year from cur able parasitic infections and
dis eases such as di ar rhoea, malaria and tu ber cu lo sis2.

The unemployment fig ures which under pin these so cial dif fi cul ties
re flect a  wide spread  trend  to wards ris ing unemployment and a de cline 
in the quality of the jobs avail able. The lnternational La bour Or ga ni za -
tion (IL0) World em ploy ment 1995 re port states that in 1995, 30 per
cent of the global la bour force was ei ther un em ployed or un der em -
ployed. This phe nom e non of high unemployment rates is ac com pa nied 
by a steady shift to wards the so-called informal econ omy. Although
het er o ge neous, in gen eral, the informal econ omy tends to con sist of
un sta ble em ploy ment of fer ing no def i nite pros pects, no so cial pro tec -
tion of any kind, low in comes, and pro duc tiv ity lev els which are far
lower than those in the for mal econ omy be cause of re source, tech nol -
ogy and credit lim i ta tions. In Latin Amer ica, for ex am ple, in for mal
em ploy ment ac counted for 40.2 per cent of the non-agricultural em -
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ployed  la bour  force in 1980. By 1995, the pro por tion had in creased to
55.7 per cent. The rate of open un em ploy ment in the re gion was es ti -
mated at 16.2 per cent in 19963. Data on the ex tent of un em ploy ment
must be taken to gether with in di ca tors of the av er age du ra tion of un em -
ploy ment. As Rob ert Solow has noted, the length of un em ploy ment,
which also seems to be in creas ing, is very im por tant. His anal y ses
point to the high so cial cost of ex tended pe ri ods of un em ploy ment and
show that the ex pe ri ence of pro longed un em ploy ment has many ad -
verse ef fects on per son al ity which are over looked by con ven tional
eco nomic stud ies. Pro longed un em ploy ment leads to, among other
things, ap a thy, a se ri ous loss of in ter est in so cial iz ing and a grad ual
with drawal from the la bour force4. Loss of self-esteem is a de fin ing el -
e ment.

Global pov erty continues to af fect mainly women and chil dren.
According to ILO data, women ac count a dis pro por tion ately large
num ber of the poor, the unemployed and the un der em ployed. Children
are highly vul ner a ble to the ef fects of pov erty and there is a no tice able
gap be tween the ad vances made in modern med i cal tech nol ogy and the
rates of in fant mortality in poor ar eas. A third of chil dren in de vel op ing
countries suf fer from mal nu tri tion. The in fant mor tal ity rate for chil -
dren un der five in these coun tries is 97 per thou sand, almost six times
greater than the rate in de vel oped countries. Ac cord ing to data pro -
vided by the United Na tions Children’s Fund (UNICEF), 600,000
children die each year in Latin Amer ica and the Ca rib bean from pre -
vent able causes5. Forced by circumstances, chil dren ac count for a
grow ing proportion of the la bour force in various coun tries and work
un der de plor able conditions of ex ploita tion. The prob lem of street chil -
dren has be come more wide spread in many cites and poor chil dren
have become a tar get of choice for drug traf fick ers.

The se vere so cial ten sions that have built up in all the ar eas dis -
cussed, and in oth ers which have not been mentioned, pro vide a fertile
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breed ing ground for processes that weaken the so cial fab ric. These
include the break down of the family and ris ing criminality. The
institution of the fam ily, which is cen tral to most societies and the pro -
vider of moral stan dards, ba sic ed u ca tion, preventive health care, nur -
tur ing and role models, is be ing seriously undermined by so cial
prob lems and is los ing its male fig ures. At the same time, a marked in -
crease in crime rates is be ing ob served in some so ci et ies. The
Economist magazine, for ex am ple, re ports that al most all cit ies in Latin 
America are less safe to day than they were 10 years ago6.

To gether, the deficiencies discribed above are cre at ing vi cious
circles of pov erty. Nu tri tional deficiencies in early child hood, the ab -
sence of a sta ble family setting, limitations on at tend ing and re main ing
in school, and marginalization from the la bour mar ket give rise to a
situ a tion of so cial ex clu sion which is self-perpetuating.

In the closest link age with pov erty and so cial ex clu sion, a marked
in crease in in eq uity and so cial polarization can be ob served at the
international level. UNDP fig ures show that over the past 30 years the
in come of the poor est 20 per cent of the world’s peo ple de clined from 2
per cent to 1.45 per cent of global in come, while the share of the richest
20 per cent  rose from 70 per cent to 85 per cent of global wealth. The
so cial gap doubled in size be tween 1960 and 1990. At the two ex tremes 
of this global income po lar iza tion, the as sets of  the world’s 358 bil -
lion aires ex ceed  the com bined an nual in comes of countries with 45 per 
cent of the world’s population - 2.3 bil lion people. In turn, in equal i ties
in in come and in ownership of as sets result in glar ing inequities in ac -
cess to credit and have numerous re per cus sions in such cru cial ar eas as
ac cess to and continuation in educational systems, the qual ity of the
edu ca tion re ceived by poor peo ple and the latter’s po ten tial for ac a -
demic achieve ment.

These ex ist ing inequities are be ing com pounded by the boom in
communications, which has reached a peak with the de vel op ment of
computer net works of fer ing mas sive potencial for the dissemination
and ex change of information. Broad sec tors of the pop u la tion may
have no ac cess to these de vel op ments, how ever, ow ing to the gaps that
ex ist in other ar eas. Martin Hopenhayn speaks of the threat of the emer -
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gence of new forms of com puter il lit er acy for those who have no ac cess 
to any form of information tech nol ogy7.

 In draw ing the world’s attention to the grav ity of the prob lem of
ineq uity, the UNDP Ad min is tra tor told the Word Sum mit in Co pen ha -
gen that it was cru cial that the prob lem be tackled in the coming de -
cades. Like wise, the Pres i dent of the World Bank has said that
distributing the ben e fits of growth is one of the great est challenges for
global stability. So cial injustice may de stroy eco nomic and political
prog ress and we must learn more about the why and the how of in come
distribution8. Rob ert Solow points out that in or der to se cure the pop u -
la tion’s commitment to de vel op ment pol i cies, there must be a
perception of jus tice by all so cial groups, in the sense that each group
must feel that it is re ceiv ing a fair share of the fruits of eco nomic
progress9. Acute pov erty and extreme so cial polarization cre ate a sce -
nario which severely jeop ar dizes pros pects for sus tained eco nomic
growth and seriously af fects democratic governance in the de vel op ing
countries. Lack of prog ress in im prov ing the pre car i ous quality of daily 
life among broad sec tors of the pop u la tion leads to a sig nif i cant loss of
cred i bil ity on the part of democratic Governments, thereby di -
minishing their pros pect for good gov er nance.

How does one deal with this dis turb ing so cial sit u a tion?. Is pov erty
in ev i ta ble, a kind of condition of na ture? In many parts of the world,
this is clearly not the case, since pov erty ex ists along side an abundance
of mineral and agricultural wealth, en ergy sources and strategic raw
materials. Is pov erty an in di vid ual condition at trib ut able to cer tain
people’s short com ings?. There is no empirical ev i dence to sup port this
kind of rea son ing ei ther. A core doc u ment sub mit ted to the World
Sum mit in Co pen ha gen by a commission of eminent per sons chaired
by the for mer Pres i dent of Chile, Patricio Aylwin, pointed out that,
gen er ally speak ing, the poor are not responsible for their situation.
Many of them are hard-working individuals who manage to over come
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their pov erty when they are given a little help or when the coun try’s
overall situation improves10.

 In view of the persistence and the exacerbation of the prob lem, new
solutions are be ing sought and new lines of re search and study are
being pur sued in this area, lead ing in turn to a rad i cal re think ing of the
role and struc ture of the State. We shall now ex am ine these new di rec -
tions in the de bate, while later in our anal y sis we shall use them to dis -
cuss what role the State should play in the so cial sphere in the
de vel op ing world. Hav ing iden ti fied this role, we shall reflect on
guide lines for re de sign ing institutions and the State in line with that
role and on what kind of management would be best suited to en sur ing
that the State per forms effectively in the so cial sphere, and we shall
con clude with a fi nal note. In any event, the anal y sis will be ex -
ploratory and its main pur pose will be to draw at ten tion to the need to
in ject new ideas into the agenda for the dis cus sion of these is sues.

New directions in the debate on social development

Shahid Javed Burki, a Vice-President of the World Bank, recently
pointed out that the sit u a tion of the poorest 20 por cent of the world’s
population is not improving and that this is particularly true of two re -
gions: Latin America and Af rica11. The per sis tence and ag gra va tion of
so cial prob lems and the wide spread de mands for their solution, em a -
nat ing principally from the World Summit for So cial Development
have sparked a broad de bate which is taking a fresh look at most of the
ba sic pre mises of so cial ac tion in re cent de cades. The new de bate
which arose from a feeling of powerlessness at the lack of an swers and
the lim ited results of models which, on pa per, were sup posed to pro -
vide effective solutions is chal leng ing basic as pects of their va lid ity
and seeking altemative analytical models which might be more use ful.
Some of the ba sic elements be ing ex plored in a de bate which now in -
volves Gov ern ments, ac a de mic institutions, mem bers of civil so ci ety,
international cooperation and fund ing agen cies and world pub lic
opinion are sum ma rized be low.
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Ques tion ing the “trickle-down” model

In re cent de cades, a num ber of pop u lar ap proaches have of fered an
answer based es sen tially on “trickle-down” the ory. The well-known
basic assumptions of this the ory are that mak ing huge sacrifices in or -
der to at tain macroeconomic goals which in volve economic and
financial equilibria will bring about economic prog ress, and that this
will ultimately “trickle down” to the entire population, including the
poor est groups, lifting them out of their sit u a tion of dire pov erty. There
would be a dif fi cult waiting period be fore this phase of de lays and al -
most enforced accumulation finally pro duced a happy end ing. As has
hap pened so many times in the past, the facts on the ground have not
matched the assumptions of the model. The road to de vel op ment seems 
to be in fi nitely more com plex according to, among oth ers, the com pre -
hen sive re search of the UNDP Human Developrnent Re ports, which
cover al most all the de vel op ing countries and give a com plete ac count
of re cent de cades. The facts in di cate that reality op er ates very
differently from those assumptions. The ev i dence shows that, while it
is es sen tial for a coun try to achieve eco nomic sta bil ity and financial
equilibria and to in crease its competitiveness and gross na tional
product, this does not automatically “trickle down”. On the con trary, it
is perfectly pos si ble for in di ca tors to im prove, while the sit u a tion of the 
most dis ad van taged sec tors continues to deteriorate or re mains static.
Ac cord ing to the World Bank An nual Re port 1995, “im prov ing in -
come dis tri bu tion and alleviating pov erty can not be left to trickle down 
con se quences of economic growth”. The World Bank also main tains,
in an anal y sis of the causes of the Mex i can economic crisis, that “for
many years, acceleration in growth was con sid ered the main
prescription for re duc ing in equal i ties and pov erty. In creas ingly,
however, empirical ev i dence indicates that, although very im por tant,
higher growth is not enough”12. In its Human De vel op ment Re port
1996, UNDP warms that attention must be focused on the struc ture and
qual ity of growth, since even when there is growth, it may be
accompanied by unemployment marginalization, lack of participation
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a weak en ing of na tional cul tures or environmental degradation
rendering it “fu ture less”.

 The in creas ingly wide spread perception of the inefficiency of the
trickle-down model points to the fact that the relationship be tween the
eco nomic and so cial spheres is far more com plex than the model
assumed and that, like other mod els in the past, it has been de mol ished
by the facts, mak ing it nec es sary to find new ap proaches.

Re val u a tion of hu man and so cial cap i tal

To a large ex tent, re search and de bate are en gaged in an in-depth re as -
sess ment of the im pact on development of forms of cap i tal
accumulation, which until now, have not been ad e quately eval u ated. In 
ad di tion to “traditional” cap i tal - the nat u ral cap i tal of a so ci ety, con -
sist ing of its nat u ral re sources, and its man-made cap i tal, consisting of
what it has pro duced (in fra struc ture, busi ness cap i tal, financial cap i tal, 
etc.) - a closer look should be taken at two other forms of cap i tal:
human cap i tal and so cial cap i tal. The first has to do with the quality of
hu man resources, the sec ond, with qualitative el e ments such as shared
val ues, culture, the ca pac ity to act synergetically and to gen er ate net -
works and the level of consultation and di a logue within the society. In
an anal y sis of the fac tors con trib ut ing to economic growth, a World
Bank study on 192 coun tries con cluded that no less than 64 per cent of
growth can be attributed to human cap i tal and so cial cap i tal13.

Hu man cap i tal formation in volves systematic, ongoing investment
in such ar eas as ed u ca tion, health and nu tri tion. As we ap proach the
end of the cen tury, ed u ca tion has become one of the most cost-effective 
investments. This has to do with the rad i cal changes that are occurring
in pro duc tion struc tures, which are tend ing to emphasize knowledge as 
a build ing block of the new productive matrices. Pure knowl edge is
now the ba sis of high tech nol ogy industries, and there is ev ery
indication that this trend will con tinue. Lester Thurow main tains that
the twenty-first cen tury will be a cen tury of “brain power” and that
knowledge has be come the only source of long-run sus tain able
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competitive ad van tage14. Among other things, computers use vir tu ally
no nat u ral re sources and are based on knowledge. Accordingly, he says 
that the “rate of re turn for industries that in vest in knowledge and skill
to day will [be] more than twice that of those that con cen trate on plant
and equipment”. Rob ert Reich, former United States Sec re tary of La -
bour emphasizes the de ci sive im pact of education, nothing that the
win ners in this new glob al ized, volatile econ omy are those who can
iden tify and re solve problems, handle and ana lyse symbols and cre ate
and manage information. He rec om mends that his own coun try, the
United States of America, should in vest in the ed u ca tion and train ing of 
its peo ple by pro vid ing good pub lic schools and ex cel lent pub lic uni -
ver si ties and that they should be pub lic in the tru est sense of the word:
ac ces si ble to all, sup ported by all15. Jacques Delors high lights the vi tal
his tor i cal role of ed u ca tion in out time: “human prog ress is largely
dependent on it. ... The idea is gain ing ground that education is one of
the most powerful tools with which to shape the fu ture”16. The ed u ca -
tion, sci ence and tech nol ogy bud gets of eco nom i cally and tech no log i -
cally ad vanced countries have in creased dramatically. Ja pan has just
ap proved a 50 per cent in crease over its al ready high sci ence and tech -
nol ogy bud get of the past five years. In the next five-year period it will
be $155 mil lion. Gov ern ment fund ing for sci ence and tech nol ogy in
the year 2000 should be twice that in 1992.  In the Re pub lic of Ko rea,
in vest ment in education amounts to 10 per cent of the gross na tional
prod uct, well above that of the de vel op ing world. Since 1994, Is rael
has been car ry ing out a fur ther reforrn of its al ready advanced ed u ca -
tional sys tem, which has meant a 33 per cent in crease in real terms in
the re sources allocated to education. This will make it pos si ble, inte
alia, to bring teach ers in all schools up to date with the lat est ad vances
in com puter technology and to in tro duce those ad vances in all
classrooms. High-technology pri vate firms have significantly in -
creased their staff train ing bud gets, which in some cases now amount
to nearly 10 per cent of to tal payroll.
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Health spend ing, which is a cornerstone of hu man cap i tal de vel op -
ment, has proved ex tremely cost-effective. Activities promoted by the
World Health Organization, the Pan-American San i tary Bu reau and
UNICEF, for example, in the area of high-mortality dis eases such as
infant di ar rhoea and chol era, have had a major im pact in a short time
with min i mal in vest ments. Com bined efforts in the fields of heafth and
ed u ca tion have tre men dous potential. Ex panding and im prov ing ed u -
ca tion for girls from de prived areas is con sid ered to be one of the most
prof it able end-of-century in vest ments. According to World Bank
estimates, pro vid ing three more years of basic school ing for these girls
would re duce the in fant mor tal ity rate by 15 per thou sand. These
additional years would in crease the girls’ educational cap i tal, en abling
them to deal much more effectively with is sues such as teen age
pregnancy, fam ily plan ning, pre na tal care, neo na tal care and nutrition
man age ment.

So cial cap i tal can, in turn, gen er ate very high returns for eco nomic
prog ress and gen eral well-being. The much-publicized study by
Robert Putnam empirically con firms its strategic contribution to
growth17. The au thor says that it is a pub lic good: “one spe cial fea ture
of so cial cap i tal, like trust, norms and net works, is that it is or di narily a
pub lic good, unlike conventional cap i tal, which is ordinadly a private
good”. A biased evaluation pro cess oc curs: “Iike all public goods, so -
cial cap i tal tends to be un der val ued and undersupplied by pri vate
agents”. Underestimating it is a mis take, for such cap i tal can have a de -
ci sive impact. Ana lysing the ltalian experience, Putnam emphasizes
the key role of so cial cap i tal, iden ti fy ing some of its practical ef fects:
“in the civic re gions of  ltaly, by con trast to Na ples, so cial trust has long 
been a key in gre di ent in the ethos that has sus tained eco nomic
dynamism and gov ern ment per for mance. Cooperation is of ten re -
quired - be tween legislatura and executive, be tween work ers and man -
ag ers, among political parties, be tween the gov ern ment and pri vate
groups, among small firms and so on. Yet explicit “contracting” and
“mon i tor ing” in such cases is of ten costy or im pos si ble, and third-
party enforcement is impractical. Trust lubricates co op er a tion. The
greater the level of trust within a com mu nity, the greater the likelihood
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of cooperation. And co op er a tion it self breeds trust. The steady ac cu -
mu la tion of so cial cap i tal is a crucial part of the story be hind the vir tu -
ous circles of civic It aly”.

Hu man cap i tal and so cial cap i tal have been re dis cov ered in recent
years, and de vel op ment can not be seriously con sid ered with out taking
into ac count their sig nif i cant im pact as its “le vers”.

Re thinking the con cept of equity

Here again, the conventional mod els have clashed with historical facts, 
and their fail ure has gen er ated broad new possibilities for re search on
the topic and for de sign ing new models and testing new responses.

As Nancy Birdsall, Da vid Ross and Rich ard Sabot have noted, the
assumption that there is an in verse re la tion ship be tween an in crease in
growth and a reduction in inequality has been a ba sic postulate of
convencional economic the o ries about the na ture of the de vel op ment
pro cess18.  For these theories to work, a high de gree of inequity would
be nec es sary in or der to ob tain cu mu la tive benefits and promote
growth.  How ever, a rig or ous econometric anal y sis of the experience
of two regions of the world - South-East Asia and Latin Amer ica - in
the past 30 years shows just the op po site. Birdsall, Ross and Sabot
spec u late as to why rel a tively low eco nomic growth rates and a high
de gree of in equal ity are found in Latin America, com pared to rapid
growth and a low de gree of in equal ity in East Asia. While in the coun -
tries of South-East Asia the ac tive effort to re duce inequality has low -
ered its lev els significantly, and in the Re pub lic of Ko rea the
distribution of na tional in come be tween the top 20 per cent and the bot -
tom 20 per cent is now 8 to 1, the situation in Latin America has become 
more polarized, with a gap of 26 to 1 in Brazil and grow ing disparities
in Mex ico and Ar gen tina and the re gion in gen eral. Among other
things, vicious or virtuous circles can be seen - de pend ing on whether
equity is in creas ing or de creas ing - be tween eq uity, education and
growth. The above-mentioned study found that in the 1950’s the rate of 
completion of primary school in Brazil was 60 per cent, much higher
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than that of the Re pub lic of Ko rea, which was 35 per cent. In the three
de cades that followed, while in eq uity grew in Brazil, it de creased
significantly in the Re pub lic of Ko rea. This and other fac tors de ter -
mined that the rate of primary school com ple tion in Brazil dropped
considerably, while in the Re pub lic of Ko rea it rose to over 90 per cent.
According to The Econ o mist, the evolution of inequality in Brazil was
of the fol low ing type:

The application of the Gini co ef fi cient, which measures de grees of
in equal ity in in come distribution in Latin America, Africa, South-East
Asia and East Asia shows the co ef fi cient which rises when in equal ity
in creases, reflects ap pre cia ble pos i tive differences in the

last-mentioned two re gions, which in turn have grown at a faster and
more sus tained rate than the oth ers.

Ac tual data have definitively dis proved the idea that in eq uity is
ultimately a func tion of economic growth. The situation, as described
by Jo seph Stiglitz, is as follows:
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Table 1: Income Distribution Brazil

Percentage of National Income

1970 1994
Richest 1 % of population 8 15
Poorest 25% of population 16 12
Source: The Economist, 29 april 1995.

TABLE 2: DISTRIBUTION OF NATIONAL INCOME
(in percentages)

Population South-East Asia, East
Asia

Africa Latin America

Poorest quintile* 8.1, 6.6 6.0 3.3
2nd quintile 12.2, 11.4 8.2 7.2
3rd quintile 16.1, 16.6 11.5 11.9
4th quintile 21.8, 24.9 18.5 19.8
Richest quintile 42.0, 40.4 55.9 57.9
Gini coefficient 0.31, 0.32 0.44 0.49
Source: Weaver, J. and Sprout, R. in Michael Rock, "Twenty-five years of economic developrnent revisited", World
Development, vol. 21, No. 11, 1993.
* Quintiles follow increasing order of income



There are positive re la tions be tween growth and equal ity, High rates of growth
pro vided re sources that could be used to pro mote equal ity, just as the high de gree 
of equality helped sus tain the high rates of growth. Although this may seem to be
little more than com mon sense, until the ex pe ri ence of East Asia, ‘com mon sense’
sug gested quite the con trary: growth pro duced inequality, and in equal ity was
necessary for growth19.

With the col lapse of the “com mon sense” ap proach taken by
conventional economic the ory, the en tire field is now open for re in ves -
ti ga tion. There is a pressing need for this research, in view of the
aforementioned high levels of inequality to day, which au gur se vere
problems for fu ture growth and in them selves gen er ate wide spread so -
cial ten sions within so ci et ies. The many new ap proaches to re search at
the internacional level are systematically be gin ning to de tect various
or ders of inequality.

To gether with in eq uity in in comes, these stud ies are ex plor ing,
among other things, in equal ity in the pos ses sion of as sets and in eq ui -
ties in ac cess to credit, both of which are highly sig nif i cant in economic 
terms. A re cent study by Deininger and Squire found that an in eq ui ta -
ble dis tri bu tion of land - a cru cial as set - has a clearly neg a tive ef fect on
sub se quent growth. Ac cord ing to this study, only 2 out of 15 coun tries
with Gini co ef fi cients for land dis tri bu tion greater than 70 had a growth 
rate that was higher than the low level of  2.5 per cent in the pe riod
1960-199220. Hongyi, Squire and Zou, in an other study, show that the
ini tial in eq uity in the dis tri bu tion of as sets may be main tained in def i -
nitely, generation af ter generation, with re gres sive con se quences, and
that ef fec tive pol i cies are re quired in or der to re duce it21.

lnterrelationship be tween economic development and so cial de vel op ment

The dis cred it ing of the trickle-down theory, the revaluation of hu man
and social cap i tal and the re-ex am i na tion of re la tion ships be tween in -
eq uity and growth are prime di men sions in a broader de bate in volv ing
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the global orientation of development models. On the one hand, it is
evi dent that relations be tween eco nomic and so cial matters are com -
plex. The trickle-down mech a nism as sumed that, given enough time,
the ben e fits of growth would reach the poorer sec tors. The real pro cess
is dif fer ent. More over, some re search ers are go ing even fur ther, sug -
gest ing that the entire pro cess should not be thought of in terms of re -
solv ing one di men sion at the ex pense of oth ers, but that there is a ba sic
interrelationship be tween them. Practical ex pe ri ence seems to in di cate
that so cial development is vi tal to the pros pects for sus tained eco nomic 
growth. Investments in hu man and so cial cap i tal and improvement of
eq uity, be sides be ing ends in them selves from the stand point of
democratic societies, are nec es sary in or der to pro vide a solid
foundation for economic growth. Thus, as James Wolfensohn has sug -
gested, with out par al lel so cial de vel op ment there can be no sat is fac -
tory economic development22. IDB notes with re spect to the case of
Latin America that the per sis tent social gaps in the accumulation of hu -
man cap i tal have aug mented the large pro por tion of per sons liv ing in
pov erty and the highly un equal distribution of wealth in the re gion.
These so cial gaps continue to limit pro duc tiv ity and eco nomic growth
in the re gion and de lay the democratization and modernization of
States23.

The cur rent view is that there is a gap to be closed in both directions,
without which development it self is highly vul ner a ble. There is no way 
to sup port so cial de vel op ment with out eco nomic growth, mon e tary
sta bil ity and eco nomic and financial equilibra, but in turn these will not 
be sus tain able in the me dium and long term if an ac tive so cial de vel op -
ment does not oc cur. This view opens up the pos si bil ity for altenative
pol i cies to “conventional com mon sense”, which are now be gin ning to
take shape. Thus, Amartya Sen sug gests that on the one hand, there are
ap proaches that see de vel op ment as a “cruel” pro cess, based on a
morality which sug gests “blood, sweat and tears”. The rhetoric of these 
ap proaches is that sacrifices are needed to en sure a better fu ture-
sacrifices linked, for ex am ple, to a low level of welfare, great
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inequality, authoritarianisrn, etc24. This ap proach, ac cord ing to Sen,
has been heavily over sold.  It does not seem to lead to the results
promised by past experience and gen er a tes very high levels of ten sion.
It is of ten presented as the only alternative. The in clu sion of the
above-mentioned new el e ments in the de bate of fers a broad possibility
for de sign ing other alternatives. Sen speaks of perspectives which see
development as an essentially am i ca ble process cen tred on help ing
oth ers and one self, and with the possibility of mov ing ahead with a
little help from one’s friends. This “little help” may come from in ter de -
pen dence in the marketplace (mu tual trade benefits) but also from
public ser vices which pro vide peo ple with more train ing so that they
can help them selves and oth ers. Experience in the past few de cades
shows that, in re sponse to the tradicional separation be tween economic 
and so cial af fairs, where, as is in creas ingly be ing pointed out so cial
pol i cies are ultimately ded i cated to “pick ing up the dead and wounded
left by economic pol icy”, an in te gral link could be postulated be tween
the two which would thoroughly exploit their complementarities. The
societies that have man aged to com bine the two types of de vel op ment
are among the most ad vanced in the world, and show by their ex am ple
that such in te gra tion is feasible. Thus, countries such as Can ada, Nor -
way, Swe den, Den mark, the Netherlands, Bel gium, Ja pan, Is rael and
the coun tries of South-East Asia are in the forefront with re spect to
successful macroeconomic results and hu man de vel op ment in di ca tors.

The new di rec tions in the de bate on so cial de vel op ment re quire, in
turn, a re-examination of the conventional wis dom of re cent de cades
concerning the role of the State. What new roles are to be ex pected in
view of the pro found re-examination cur rently un der way in the frame -
work of global con cepts of de vel op ment?.

Rethinking the role of the state

The usual ap proach to the issue of how to re de sign the State to facilitate 
and pro mote so cial de vel op ment is to work di rectly on its
organizational struc tures, en hance the efficiency of its management
and incorporate mod ern iz ing tech niques. Although these as pects are
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essential, they can not be ad dressed un til a de ci sion has been reached on 
what role the State should play in de vel op ing coun tries at the close of
this cen tury. The types of tech ni cal change and modernization which
are con sid ered ab so lutely nec es sary can not be selected in the abtract or 
on the basis of the sup ply of technologies on the market There must be
selection critera guided by a cen tral idea of what, in the light of the
specific role to be played by the State, would be the “technological
style” most likely to en able the State to play that role most effectively.
Purely technocratic dis cus sions on State reform for social de vel op -
ment should give way to a broader de bate which, beginning with a re as -
sess ment of de vel op ment models, draw con clu sions as to what the
roles of a “de sir able State” should be and, on that basis develops tech -
ni cal criteria for equip ping the State to carry out those roles. The type
of methodological ap proach suggested is the one which we are
attempting to put for ward in this study25.

The dis cus sion on the role of the State in social sphere is part of a
larger de bate on the overall role of the State. Gen erally speaking, and
as has of ten been pointed out the pen du lum has swung sharply. A few
de cades ago, it fo cused on the idea that it was pos si ble to conceive of a
State that would comprehensively plan all aspects of development and
implement those plans through its own machinery, carrying out those
operations from the centralized level and as sum ing all types of
executory func tions. In practice this view proved to be seriously
flawed, both in its con cep tion - which un der es ti mated or marginalized
civil society in its many manifestations - and in its implementation, as
ma jor in ef fi cien cies in the State ma chin ery became ap par ent and the
centralized management style turned out to be a key source of rigidity
and of serious discrepancies with the exigencies of reality.

The pendulum then swung in the op po site di rec tion, and the need
for “State minimalism” was pos tu lated. It was as serted that the State’s
functions should be kept to an ab so lute min i mum and that de vel op ment 
should be left to the market and the “in vis i ble hand”. 
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The State was per ceived as an obstacle to the dy namic that was to be
cre ated. Much was made of the sup posed an tag o nism be tween State
and mar ket. An ac tive process of demolishing the State was pur sued in
de vel op ing coun tries. For a long time, ef forts fo cused on the is sue of
size, as con tinual and of ten not very selective cuts were made to re duce
it. Many of State’s func tions were abol ished. 

In several cases, attempts were made to privatize and to elim i nate
functions as quikly as pos si ble, even though  it was ac knowl edged that
the op er a tions con cerned could have been carried out more efficiently
for the coun try’s sake and that the pub lic reg u la tory capacites which
supposedly would be needed for the next phase were very weak or
nearly non-existent. Moreover, like the first ap proach, this ap proach
im plic itly un der es ti mates the productive and con trib u tory ca pac i ties of 
other expressions of civil society which are nei ther the State nor the
market, such as the very broad spectrum of struc tures cre ated by the
community to carry out es sen tial func tions.

His tory has shown that nei ther extreme led to the de sired solutions.
Rudiger Dornbusch notes, with ref er ence to the American experience,
that the United States is a step ahead, hav ing seen that ex ces sive
competition, heedless de reg u la tion and a lack of State intervention
have car ried things too far. 

As the pen du lum swings the other way, the re-emergence of the
State can al ready be predicted. In 10 years’ time, the United States will
be able to look back on this as a pe riod of re con struc tion cen tred on a
cor rect conception of the State, on the right kind of co op er a tion among
the Government, the la bour force and busi ness, and on the need for the
Government to play a cru cial role in seeking solutions to the prob lems
of co or di nat ing and exploting external fac tors26.

The re think ing of this whole is sue is based on the clash be tween
theoretical models and re al ity. The facts have seriously chal lenged
wide held assumptions. For ex am ple, it is said that con fin ing the is sue
to a dis cus sion on the size of the State and be liev ing that the re duc tion
of the State will automatically pro vide solutions is an il lu sion. The data
clearly show that, if the size of the State is mea sured, inter alia, in terms
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of civil ser vants per 100 citizens served and per cent age of pub lic ex -
pen di ture in re la tion to gross na tional prod uct (GNP), the relative size
of the State in many de vel op ing countries is considerably smaller than
in niost de vel oped economies. The cen tral is sue should not be size in
the ab stract, but what role the State should play in the his tor i cal pro cess 
and how to give it the man a ge rial ca pac ity it needs to play that rote
efficientty.

Re al ity, in tum, has shown that in the new glob al ized world, where
the multiplication of interrelationships and the pro found geopolitical,
geoeconomic and tech no log i cal changes which have oc curred in a very 
short pe riod of time have re sulted in a “com plex ity ex plo sion”, the
State must carry out func tions which were not part of any of is pre vi ous
roles in his tory. Glob al iza tion, rapid change and complexity have
come with a large dose of un cer tainty. Edgard Morin warns that “be -
com ing” is not necessarily syn on y mous with “de vel op ing” and that,
from now on, the fu ture is un cer tain. He underscores the difficulties of
predicting the fu ture, asserting that we are in the midst of not only the
un known but the unnamed, and that our un der stand ing of these times is
ex pressed merely in the formless prefix “post” (post-industrial,
post-modem, post-structuralist, etc.) or in the neg a tive pre fix “anti”
(anti-totalitarian). Thus, we have no clear pic ture of our fu ture or even
of our pres ent27.

The same feel ing with re spect to a so ci ety that is ever more
globalized, and there fore more com plex and mul ti di men sional, is de -
scribed by think ers in the de vel op ing world, who com pare it to nav i -
gating, al most with out a com pass and with lim ited and all too of ten
out dated maps, the whirl wind of change brought about by glob al iza -
tion. So many changes and so few maps, they say, are one of the main
sources of the un cer tainty and anx i ety so of ten seen in to day’s world 28.
These de vel op ments have gen er ated wide spread de mands for new
types of State re sponses. Michel Cro zier notes that we need more pub -
lic in ter ven tion to han dle com plex ity and that, in one way or an other,
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all groups - even groups of busi ness men - re quire in ter ven tion29. In the
de vel op ing world, the pos si bil ity of pro mot ing and strength en ing sub -
re gion al and re gional in te gra tion schemes, which can be so use ful in
the con text of glob al iza tion, is gen er at ing a wave of de mands for cat a -
lytic and fa cil i tat ing roles that could be car ried out by a State which has
gained ef fi ciency in this cru cial area.

To gether with the de mands aris ing from glob al iza tion and
complexity, there are oth ers which are linked to the development of the
State’s reg u la tory capacities. Reg u la tion emerges as a re quire ment of
economic ef fi ciency and as a deeply felt con cern in the face of the
enormous prive which society as a whole may have to pay if ar eas crit i -
cally im por tant to it are left to an “in vis i ble hand”. Lester Thurow
warns, in this re gard, that Adam Smith’s idea that the individual search
for profit aways prometes the eco nomic growth of a nation runs into
prob lems in prac tice be cause, very of ten, Adam Smith’s “in vis i ble
hand” be comes the hand of a pick pocket. Free and un fet tered mar kets
have a habit of discovering highly prof it able but un pro duc tive
activities, and practical ex pe ri ence shows that max i miz ing prof its does 
not al ways mean max i miz ing out put30.

Other de mands on the State have to do with in eq uity and its costs.
Dornbusch notes that the mar ket does not facilitate a so cially ac -
ceptable distribution of income and that State in ter ven tion, therefore,
is le git i mate when it tries to equal ize the distribution of the in come
genera les by the mar ket. In this view, equality of op por tu nity and, to
some ex tent, of out come is not only an eth i cal pre cept but also an im -
per a tive be cause there is grow ing ev i dence that ex ces sive in equal ity
leads to so cial con flict31.

The minimalist State, which has little managerial ca pac ity and is
nearly ab sent from these and other key pro cesses of our time, is very
unlikely to be able to help so ci ety cope with them adequately. When
tested against re al ity, the underlying idea that “the best government is
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no gov ern ment” led to the caus tic assertion, by a rec og nized man age -
ment au thor ity, that this model “rep re sents the great experiment of
econ o mists who have never had to manage any thing”32.

In con trast to the pen du lum’s two ex tremes, a dif fer ent conception
is cur rently emerging which in di cates, based on re cent historical ev i -
dence, that the so ci et ies which have made the most con sis tent prog ress
in re cent de cades are those which have moved be yond the false
State-versus-rnarket di chot omy. In its place, they have de vel oped a
model of cooperation among the main so cial ac tors and have actively
in te grated into that model the pow er ful la tent forces of civil so ci ety,
which both ex tremes tended to marginalize. These models rec og nize
that there is a wide range of or ga ni za tions be tween the State and the
mar ket in clud ing, inter alia, pub lic in ter est groups that serve
collectively use ful pur poses but are not part of ei ther the State or the
market, the new generation of busi ness cooperatives that are wide -
spread in many de vel oped countries, non-governmental or ga ni za tions; 
re li gious-based voluntary so cial organizations, which have grown
significantly; neigh bour hood or ga ni za tions; environmental groups;
volunteerism; and a multitude of other group ings of civil society. The
aim, in the new con cep tion, is to add the potential of the mar ket and the
mul ti ple contributions which civil so ci ety can make to the key roles
which the State can play for so ci ety, inter alia, to meet the demands
noted earlier. From this stand point, it is essential to re build a State
which can meet new demands, work in harmony with the forces of
private en ter prise to achieve op ti mum results for the coun try, and
promote and facilitate the de vel op ment of an in creas ingly close-knit,
strong and ac tive civil society.

There is a need to re build the State with the aim of cre at ing what
could be called “smart gov ern ment”; in other words, gov ern ment that
fo cuses on its stra te gic roles in so ci ety, with an in sti tu tional de sign and
a de vel op ment of man a ge rial ca pac i ties that en able it to play them in a
highly ef fec tive man ner. A wealth of ev i dence shows that one of the
key roles of “smart gov ern ment”will be in the field of so cial de vel op -
ment. 
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As noted ear lier, new views of de vel op ment, in which the State has
cru cial roles to play, have emerged in re sponse to the large-scale prob -
lems out lined in the first part of this study and the fail ure of
trickle-down mod els to solve them.

 In the trickle-down model, the view that growth would solve the
problems of pov erty by it self  led to a min i mal ist and welfare-oriented
conception of the State’s role in the -so cial sphere. According to that
view, the State should con fine it self to mitigating the tem po rary
maladjustments that would occur as the trickle-down ef fect be gan to
work. lts role should be to carry out only time-bound, tar geted
programmes to at ten u ate im pacts.

Limited resources should be allocated to its so cial activities, since
such re sources were be ing si phoned off from the cen tral pol icy of
growth and thckle-down that would gen er ate the real solutions. These
guide lines re sulted in a strong movement to wards “disarming” the
State in the so cial field by dismantling ser vices, caus ing a de facto
brain drain from the pub lic sec tor to the pri vate sec tor and creating a
great deal of un cer tainty for agen cies op er at ing in the social sec tor by
mak ing them increasingly de pend ent on external de ci sions taken with
little in put from them. 

The new di rec tions of the de bate show that this type of forced, nar -
row re struc tur ing of the State in the so cial sphere ac tu ally ag gra vated
the prob lems. In vest ment  in hu man cap i tal and so cial cap i tal de clined,
the al ready high levels of in eq uity in creased and the pos si bil ity of
integrating eco nomic and so cial pol i cies became even more remote.
The new orientations of the so cial de vel op ment de bate sug gest a very
dif fer ent role for the State.

To build hu man cap i tal, a so ci ety needs a systematic, long-term
policy to that ef fect, in which the State plays a key role. To de velop so -
cial cap i tal, the State must pro tect it and actively pro mote syn er gies.

Improvement of eq uity calls for active State ef forts in that di rec tion. 
A World Bank study em pha sizes that State ac tions which re sult in a
more eq ui ta ble distribution of wealth could well become an in te gral
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part of a suc cess ful economic strat egy33. The in ter re la tion ship es tab -
lished be tween the eco nomic and social spheres in a development
model that mobilizes the complementarities of both re quires the State
to play a coordinating and synergetic role. Job cre ation and suit able
income pol i cies must be at the heart of this interrelationship. A
fundamental as pect of the new role is to en list al lies in the ef fort to
tackle so cial prob lems. The State must gen er ate initiatives that
promote ac tive participation in this ef fort by basic so cial ac tors, pri vate 
enterprise, trade un ions, universities and civil so ci ety in all its man i fes -
ta tions.

Smart gov ern ment in the so cial sphere is not a minimalist or ab sent
Gov ern ment that carries out short- term welfare-based actions, but
rather one with a State pol icy (as op posed to a party policy) on ed u ca -
tion, health, nu tri tion and culture which is oriented to wards
overcoming gross in eq ui ties and promoting cooperation be tween the
economic and so cial fields, while en hanc ing the contribution of civil
so ci ety through an on go ing syn er getic role. This time, it is not a
question of pos tu lat ing yet an other the o ret i cal model. Rather, this type
of think ing about the State is emerg ing forcefully from the his tor i cal
ex pe ri ence of the past few de cades, which shows that coun tries where
the State has taken on roles of this type have achieved very sig nif i cant
results.

Amartya Sen de scribes the re cent world historical con text by
stressing that many Western Eu ro pean coun tries have man aged to en -
sure wide spread so cial se cu rity cov er age, with the pro vi sion of pub lic
health care and ed u ca tion in ways hith erto un heard of any where in the
world; Ja pan and East Asia have seen a high level of government
leader ship in the transformation of both their econ o mies and their
societies, the role of pub lic education and health care has been the
linch pin of efforts to wards so cial and economic change through out the
world (and quite spec tac u larly in East and South-East Asia)-, and prag -
matic policy-making has drawn in spi ra tion from both the mar ket and
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the State, and even from institutions which be long to nei ther cat e gory,
such as com mu nity organizations34.

Nancy Birdsall em pha sizes the role played by the Jap a nese Gov -
errn ment in pro mot ing small- and me dium-scale en ter prise, in the con -
text of a “bot tom-up” growth strat egy to gen er ate jobs. She notes that
Ja pan’s Min is try of lnternational Trade and lndustry con sid ered the
lack of mod ern iza tion of small busi ness as a po ten tial stum bling block
to growth, and that the Jap a nese Gov ern ments sup port for small busi -
nesses was on of the most last ing and con stant as pects of in dus trial pol -
icy35.

In democratic Chile, the Gov ernment-elect to tally re placed the so -
cial strat egy of the pre vi ous administration. Although the lat ter had
scored eco nomic suc cesses, the so cial sit u a tion had palpably
worsened, as the estimated proportion of fam i lies liv ing be low the
poverty line rose from 20 to 40 per cent of the population. The dem o -
cratic Government gave high pri or ity to so cial is sues and launched a
proactive so cial pol icy based on four guid ing principles: eq uity,
solidarity, integration and so cial participation. It co op er ated ex ten -
sively with the pri vate sec tor to im prove social conditions and strongly
en cour aged civil so ci ety to act. The results of this ef fort, which has
sought to build an on go ing in ter re la tion ship be tween so cial and eco -
nomic is sues, have been impressive, and progress in both ar eas has
been mu tu ally strength ened.

In these and other cases, a State which is ac tive in the so cial field,
aware of the impact of glob al iza tion and the mar ket on so cial prob lems, 
ag gres sive in de vel op ing hu man cap i tal and so cial cap i tal, in volved in
forging con tinual stra te gic al li ances among the var i ous so cial ac tors to
promote pov erty re duc tion, and placed fully at the ser vice of so ci ety is
emerg ing as a key historical tool for societies.

Some of the basic risks en tailed in insisting on ideas such as State
minimalism or in al low ing the State to be guided by the in ter ests of
internal bu reau cra cies are viv idly demonstrated by Paul Sten. He sug -
gests that the most serious problems arise not from market failure but
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from mar ket suc cess, and not from the fail ure of cer tain gov ern ment
bu reau cra cies but from the op po site. He notes that “if the sig nal
apropagated by the market are based on a very un equal dis tri bu tion of
land, other assets, and income, it is market success in re spond ing to
these signals that causes the trou ble”. He notes fur ther that “Amartya
Sen has analyzed fam ines and shown that of ten to tal food sup ply was
ad e quate, but that the pur chas ing power ... of a par tic u lar group of poor
people had de clined. In those conditions the mar ket is all too successful 
in its signals, incentives and allocations, while peo ple starve”.
Similarly, he in di cates that it is gov ern ment suc cess in pur suing the
self-interested ob jec tives of its of fi cials that pro duces the de struc tive
results which have been widely deplored36.

In view of what have been described as de sir able , how can the State
be equipped the institutional and man a ge rial ca pac ity to play them?
What would be the pro file of “smart gov ern ment” in the so cial field?.

Courses of action for redesigning the state in the social sphere

In the de vel op ing world, ma jor State reforms have been carried out in
the so cial sphere in the con text of macroeconomic ad just ment pro -
cesses. The basic pro file of these re forms has been described by
Fernando Zumbado and the characteriscs can be ap plied to many coun -
tries: up to now, so cial reform has been a prod uct of the exigencies of
sta bi li za tion programmes and struc tural ad just ment. In this re spect un -
for tu nately, the re duc tion of pub lic so cial spend ing and the
dismantling of in ef fi cient ser vices have played a de ci sive role in the
growth of pov erty. It has taken a long time to pro duce alternative, more
ef fec tive programmes37.

From these re forms a post-adjustment State has emerged, which
seems to have serious in sti tu tional and managerial lim i ta tions and
weak nesses that hamper it in performing roles such as those outlined in
the pre vi ous section. The State needs to be re con structed in the so cial
sphere so that the roles in ques tion can be per formed ef fec tively. This
reconstruction can not be back ward-looking. Such a course would not
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be ad vis able, considering the ma jor operational short com ings,
rigidities and incapacities of State so cial struc tures in pre vi ous de -
cades.

How ever, more cuts are not the re form which is re quired ei ther.
Zumbado’s call is full justified: alternative, more ef fec tive,
programmes are needed.

The re build ing of State man age ment ca pac ity for active, eq ui ta ble
and sus tained so cial de vel op ment must be car ried out in a for -
ward-looking manner. The State must be con nected in the so cial sphere 
with the new tech no log i cal fron tiers in man age ment and institutional
de vel op ment. In re cent de cades, there have been fun da men tal changes
in the basic ideas as to how to achieve greater or ga ni za tional ef fi -
ciency. At the global level, a new managerial paradigm is emerging
with analytical models, hy poth e ses and tech ni cal proposals which are
very dif fer ent from those which pre dom i nated for much of this
century38. A transition from administration to man age ment is un der
way. The most ef fi cient organizations of our time have gen er ated many 
elements of this emerging par a digm in their prac tice, and they are
operating in creas ingly on its ba sis. It is an im por tant source of ref er -
ence on how to man age or ga ni za tions in the year 2000, which may be
of great value for the re form of the State in the so cial sphere. The
challenge is how to accommodate the spe cial problems and
characteristics of State so cial sectors in the lat est developments in or -
ga ni za tional man age ment at the global level. This process does not
con sist of copy ing man age ment methods which are in vogue; the
challenge is much broader and more com plex. It is a mat ter of see ing
whether it is pos si ble to re-examine so cial man age ment prob lems on
the ba sis of re cent innovations in the un der stand ing of organizational
be hav iour, while fully re spect ing their unique and spe cific
charactestics. This re-examination would be the starting point for de -
sign ing, on its ba sis, ap pro pri ate tech ni cal so lu tions for the State in the
so cial sphere. What is be ing pro posed then is not a pro cess of me chan i -
cal appropiation of fashionable man a ge rial solutions, but a vast re -
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search and development ef fort to gen er ate or ga ni za tional innovation in 
the so cial ar eas.

The forward-looking re con struc tion of the State in the so cial sphere
there fore en tails tack ling ba sic ques tions such as the fol low ing:

• What are the truly stra te gic prob lems that hin der ef fi ciency? The tra -
di tional ap proach stress prob lems of an es sen tially for mal na ture
con nected with or ga ni za tional charts, pro ce dures, op er at ing man u -
als, norms and cir cuits. In the lat est man age ment the ory, it is felt that
this area should be im proved, but that the ef fects of these im prove -
ments on fi nal or ga ni za tional out put are very lim ited. Fi nal out put
de pends on other much more stra te gic as pects.

• How can these prob lems be tack led in the light of ad vances in man -
age ment sci ence while tak ing into ac count the very spe cific char ac -
ter is tics of the man age ment of so cial programmes?.

• How can so lu tions be found that will ul ti mately en sure that, in the
de vel op ing coun tries, the State ef fec tively ful fils the roles as signed
to it in the so cial sphere, in clud ing a dras tic im prove ment in ed u ca -
tion and health care, the de vel op ment of so cial cap i tal, the achieve -
ment of greater eq uity, the op ti mum use of scarce re sources, the
pro duc tion of sus tain able so lu tions, the ac tive pro mo tion of par tic i -
pa tion by civil so ci ety in all its manitestations in so cial un der tak ings
and the de vel op ment of the in ter nal ca pac i ties of dis ad van taged
com mu ni ties?.

Starting from these con cep tual foun da tions, some courses of ac tion
will now be sug gested which are con sid ered cru cial for re de sign ing the
State in the social sphere. They should be re garded as courses of action
whereby grad ual changes would be made with a view to achiev ing the
goals pur sued. The ap proach sug gested ba si cally constitutes a
selective and grad ual strat egy for change.

Re or ga ni za tion of so cial pol icy

In the State struc tures of the de vel op ing world, so cial pol icy has
oper ated as an area which lacks au ton omy in re la tion to vari ables
which are crit i cal to the achieve ment of its ob jec tives. As pects es sen -
tial to its proper op er a tion have been de ter mined from the out side.
Normally, the eco nomic pol icy ar eas of States take sub stan tive de ci -
sions on is sues of great so cial im pact and sim ply com mu ni cate them to
the so cial ar eas. The lat ter have very lim ited or ga ni za tional par tic i pa -
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tion in the rel e vant de ci sion-making pro cesses. So cial op er a tors have
very lit tle in volve ment  in cru cial de ci sions on is sues such as credit pol -
icy, ne go ti a tion of the ex ter nal debt tar iff pol i cies and fis cal pol icy
which will have a far-reaching im pact in the so cial sphere.
Furthermore, the information used in the re spec tive de ci sion-making
processes is almost entirely gen er a ted by the eco nomic areas; very few
information in puts pro vided by the so cial areas are used. The
organizational position of the so cial areas in the government power
struc ture also shows marked weak nesses. Re gard less of for mal titles,
their frecuency of access to the head of State and their in volve ment in
critical de ci sion-making spheres are con sid er able more limited than
those of the economic and political areas.

Un der these circunstances, so cial pol icy is car ried out in a con text of 
subordination and isolation. Con trol of the level of un cer tainty, a key
fac tor of or ga ni za tional power, is very low. The basic pa ram e ters of so -
cial pol icy can eas ily be ma nip u lated from out side, leav ing no place for 
care fully thought-out schemes.

This struc tural and or ga ni za tional weak ness of the so cial pol icy
area is con sis tent with a vi sion of development in which so cial
development is per ceived as a “re sid ual” by-product of other pol i cies.
If this vi sion is thor oughly revised it is rec og nized, as mentioned, that
the le vers of development are many, that there are so cial dimensions
that are cru cial if de vel op ment is to be sus tain able and that the “res i -
due” can ob struct the entire pro cess, then it be comes ap par ent that
there is a”strong need to re struc ture the tradicional or ga ni za tional
pattern. As Enrique Iglesias righly ob serves, the State is the main agent
responsable for ensuring the great compromise be tween economic and
so cial pol icy39.  En suring such a compromise means re de fin ing or ga ni -
za tional responsibilities in such a way as to en cour age it. This is a
highly com plex is sue. It can not be re solved by es tab lish ing spo radic
co or di na tion mechanisms, such as steer ing committees in which the
respec tive se nior min is ters meet ev ery so of ten. That is a useful step,
but it rep re sents a pri mary level of ordination. In or der to move to wards 
a joint for mu la tion of eco nomic and so cial pol i cies, much more  so -
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phis ti cated levels are re quired. Coordination must en com pass the
various stages of the formulation of pub lic policies. Among other
things, it means creating da ta bases on so cial de velop, far, big ger and
better than those currently in ex is tence, which can be a cru cial frame of
ref er ence in the de sign of pol i cies. It means giv ing the so cial ar eas di -
rect ac cess to the setting of agen das for dis cus sion. It means setting up
organizational mech a nisms to en able the joint formulation of de ci sions 
at cru cial levels, so that, to gether with eco nomic vari ables, so cial vari -
ables are in cor po rated fully into frame works for de ci sion-making. It
means setting up monitoring sys tems in real times which pro vide on go -
ing information on the so cial im pact of eco nomic pol i cies and feed -
back on the implentation of joint de signs. It is nec es sary to es tab lish an
in sti tu tional frame work that facilitates in creas ing levels of
coordination, in line with what, in some coun tries that are more ad -
vanced in this area, is called gen er at ing a “so cial econ omy”, that is to
say, in te grated, and not merely co or di nated, eco nomic and so cial pol -
icy de signs. There are var i ous ex pe ri ences along these lines which in -
di cate the feasibility of such a pro ject. For example, the democratic
Government of Chile has de vel oped an ac tive, on go ing prac tice of
close co or di na tion be tween economic and so cial pol i cies. In Is rael, a
sys tem for mon i tor ing the so cial situation was de vel oped which gen er -
a tes data that are used jointly by decision mak ers at the eco nomic, so -
cial and parliamentary levels.

In ad di tion to tighter co or di na tion, what is needed is a
reclassification of the so cial ar eas in terms of their im por tance and
hence their ac cess to the basic cen ters of power.

Need for a rad i cal improvement in intragovernmental co or di na tion in the
so cial sphere

The coordination problems affecting the so cial ar eas of cen tral
governments do not arise solely at the external level; in the de vel op ing
world, such agen cies tend to have very low levels of internal co or di na -
tion. The min is tries in charge of such so cial pol i cies as education,
health, fam ily welfare, hous ing, so cial development, and so on, tend to
act in isolation and in a highly un co or di nated manner. For their part,
the var i ous pub lic agen cies op er at ing in the so cial sphere have weak
real links to the rel e vant ministries and limited relacionships with one
an other. So cial in vest ment funds, a sig nif i cant institutional ef fort of re -
cent de cades, have re ceived only limited ac cep tance from the
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government so cial area and op er ate with this se vere restriction. In fact,
not only are there huge gaps in coordination, but also fre quent sharp
conflicts over jusdiction, re sources and programmes.

All of this has an im por tant im pact on the fi nal outcome, since so cial 
pol icy is, by its very na ture, an area in which no in sti tu tional agent can
achieve fun da men tal goals on its own. Thus, the goals to be achieved
with re gard to educational deficiencies re quire firm sup port from the
health care and nutrition system. Prog ress in health care re quires ac tive 
co op er a tion with the ed u ca tional system. The transfomation of ur ban
ar eas with mar ginal dwellings into sta ble and productive settlements
re quires the combined ef forts of var i ous so cial agen cies. Optimum re -
sults in the so cial sphere can be ob tained only when there is op er a tional 
in te gra tion of the var i ous ar eas.

Behind the serious dif fi cul ties of inter-agency co or di na tion lie
various prob lems which should be brought into fo cus. Some of these
are of a con cep tual na ture. Many government bu reau cra cies have de -
vel oped on the ba sis of mark edly sec toral ap proaches. The or ga ni za -
tional de sign has tended to cre ate a strict sep a ra tion among sec tors, to
es tab lish rigid bound aries and to tally distinct responsibilities, and to
institutionalize a highly formalized di vi sion of la bour. The re al i ties of
programmes to al le vi ate ur ban pov erty or promote ru ral development
re quire a dif fer ent kind of or ga ni za tional de sign which facilitates
overlapping ap proaches, team work in the field and joint optimization
of scarce avail able re sources. In stead of con tin u ing to sectoralize it  the
so cial policy area, what is needed is to “inter-institutionalize” it, in
other words, to in crease the real links among the various agents in -
volved.

Other prob lems are very con crete: con flicts of in ter est, power
struggles, ter ri to rial dis putes. Such prob lems can not be solved through
traditonal ap proaches which set up for mal coordinating struc tures.
These struc tures es tab lish on pa per various kinds of units in which
coor di na tion is sup posed to take place, but they are usu ally of lim ited
ef fec tive ness. The se ri ous prob lems af fect ing the func tion ing of so cial
policy steer ing com mit tees are an il lus tra tion of this. These
committees bring to gether the se nior min is ters in charge of so cial pol i -
cies and the heads of gov ernment so cial agen cies. In the ory, they are a
use ful tool; in re al ity, how ever, their pro duc tiv ity is gen er ally low.
Their agen das tend to ex clude controversial is sues and to con cen trate
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on minor as pects of administrative co or di na tion. The tech ni cal ar -
range ments for following up the de ci sions adopted are lim ited.
Meetings are not sup ported by sys tem atic tech ni cal prep a ra tion in
advance. The formal ap proach should be re placed by a substantive ap -
proach. Par tic i pants should be gin by rec og niz ing that there are real
underlying con flicts and attempt to ad dress them. A good many of
these con flicts could probably be re solved if  the parties en gaged  in or -
ganic negotiating pro cesses us ing advanced tech ni cal models. In the
first place, negotiations would en able them to identify points of agree -
ment, rec og nize the ben e fits to all of car ry ing out joint ef forts, and de -
sign common programnes on that basis. Cur rent ex pe ri ence in this area
shows that min is tries and agen cies can eas ily de rive ben e fits from joint 
work in such ar eas as, for ex am ple, the producton of high-quality so cial 
data for shared use, the pooled train ing of hu man re sources skilled in
critical ar eas, and a common position in negotiations on rel e vant is sues 
with the economic agen cies. While such an approach would not re -
solve all con flicts, it would re duce and limit them. In addition, or ga ni -
za tional mech a nisms should be set up to facilitate ef fec tive
co or di na tion. The meetings of so cial policy steer ing com mit tees
should be pre ceded by a consultation pro cess broad enough to en able
representative agen das to be drawn up. Like wise, sys tems should be
put in place for monitoring the results of the implementation of the de -
ci sions adopted, thereby pro vid ing back for the adop tion of de ci sions
by the steering committees.

All these ef forts must be made in the con text of an in-depth con cep -
tual dis cus sion which will heighten aware ness of the need to aban don
sec toral ap proaches, given that the very na ture of so cial problems calls
for a combined ap proach.

Decentralization as an opportunity

One of the main opportunities for mak ing pos i tive changes in the State
so cial sphere in de vel op ing coun tries is pro vided by the de cen tral iza -
tion of so cial ser vices to regions and municipalities. Such
decentralization of fers numerous ad van tages. From the stand point of
effectiveness, so cial programmes can be matched much more closely
to the real needs of the tar get pop u la tion. From a strictly managerial
stand point de cen tral iza tion will heighten efficiency by of fer ing
greater opportunities for a dy namic, flex i ble and rapid re sponse. With
re gard to the me dium- and long-term sustainability of programmes, de -
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cen tral iza tion en cour ages re cip i ent populations to articulate their
needs, and this will help to make ef forts self-sustaining. Lastly,
decentralization contributes to the pro cess of putt ing in place in te -
grated eco nomic and so cial pol i cies at the re gional level.

Many coun tries are im ple ment ing decentralization pro cesses in the
so cial sphere which are clearly for ward-looking. Efforts are be ing
made to de cen tral ize ar eas such as pri mary and sec ond ary education,
primary health care and hos pi tal ser vices, housing, en vi romen tal san i -
ta tion, wa ter pipe lines, sew ers, drain age and solid waste dis posal
systerns, nu tri tion, so cial se cu rity, trans por ta tion and cul ture, among
oth ers. How ever,  close at ten tion must be paid to past experience in or -
der to be aware of  the difficulties and risks that may arise and to de vise
strat e gies for tackling and re solv ing them.

Other prob lems include the de gree of in sti tu tional clar ity of the de -
cen tral iza tion pro cess. In some cases, the re spec tive roles of the cen tral 
Gov ern ment, re gions and mu nic i pal i ties fol low ing de cen tral iza tion
have not been pre cisely de fined, leav ing con sid er able grey ar eas. This
cre ates an open ing for con stant fric tion and clashes. Funding is a crit i -
cal as pect Un less the de cen tral iza tion of ser vices is ac com pa nied by
mech a nisms en abling the re gional and mu nic i pal bod ies to which they
are trans ferred to raise or ob tain the nec es sary re sources, the pro cess
may be come re gres sive. As Karin Stahl has said, im ple ment ing a de -
cen tral iza tion pol icy With out en sur ing that mu nic i pal i ties have rev e -
nue and with out equal iz ing the fi nan cial sit u a tion of rich and poor
re gions can, more over, exacerbase re gional in equal i ties and there fore
so cial in equal i ties, fur ther un der min ing the State so cial ser vices sys -
tem, es pe cially in poorer mu nic i pal i ties40. An other im por tant as pect is
the in sti tu tional and man a ge rial ca pac ity of the bod ies to which ser -
vices are de cen tral ized. If their capacites are weak, as might be ex -
pected at the out set, and no sus tained ef fort is made to strengthen them,
ser vices will be se ri ously threat ened. Among other things, many mu -
nic i pal i ties in de vel op ing coun tries lack the full-fledged ca reer civil
ser vice that is a key to ef fi cient man age ment. For in stance, re search in
Co lom bia, where there has been con sid er able de cen tral iza tion, re -
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vealed that 85.5 per cent of mu nic i pal i ties, cov er ing 43.5 per cent of the 
pop u la tion, did not have the ca pac ity to un der take the tasks as signed to
them41. A study cov er ing 16 Latin American coun tries sought to mea -
sure mu nic i pal i ties’ man age ment capacites by the fol low ing in di ca -
tors: ex is tence of units to take over the ser vice, skilled hu man
re sources, mas tery of man age ment tech nol ogy, abil ity to de velop pro -
jects, avail abil ity of fi nan cial re sources, pres ence of a sound or ga ni za -
tional struc ture and ex is tence of a mu nic i pal ca reer struc ture in the
so cial ser vices area. The study found that, in a range of 5 to 1 in de -
scend ing or der, man age ment ca pac ity av er aged 142.This kind of
stuation can cre ate a vi cious cir cle.

Formally, the cen tral Gov ernment del e gates pow ers to mu nic i pal i -
ties, but it has mis giv ings about their man age ment ca pac ity. lnstead of
try ing to build that ca pac ity, it ra tions the practical delegation of pow -
ers, with the result that grey ar eas arise which se ri ously com pli cate the
pro vi sion of ser vices. The resulting difficulties then com pound the
Governments orig i nal mis giv ings.

Basing her self on field stud ies, Dagmar Raczynski warns of an other 
prob lem. She writes that her anal y sis of Ar gen tina and, in part, Brazil
sug gests that the pres sures and prac tices of spe cial in ter est groups are
of ten far more in tense at the re gional, pro vin cial and lo cal lev els  than
at the na tional level43. This warn ing may ex tend to broader ar eas. Elite
power groups in re gions and mu nic i pal i ties may seek to steer de cen -
tral ized re sources to wards their eco nomic or power in ter ests. At these
lev els the pro cess can be sig nif i cantly dis torted.

These and other as pect do not in val i date the prom ises held out by
de cen tral iza tion, which may be as especifics as those iden ti fied by IDB 
in its 1996 re port there is grow ing ev i dence that re sults can be im -
proved by giv ing school teach ers and headteachers greater au ton omy
within their schools, ac com pa nied  by ap pro pri ate mech a nisms for en -
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sur ing ac count abil ity. Giving par ents and stu dents greater choice and a
greater say in lo cal schools de ci sion-making can in crease the sys tem’s
abil ity to meet ed u ca tional needs. Or ga ni za tional changes can in fact
be an ef fec tive cat a lyst for in creas ing ac count abil ity, im prov ing re -
source al lo ca tion, stimulating in no va tion and gen er at ing the re sources
needed to enchance eq uity and qual ity44

.

Seizing the op por tu ni ties of fered by de cen tral iza tion means
explicity iden ti fy ing and con front ing risks such as those men tioned. lt
means avoid ing grey ar eas, cre at ing con di tions for the ef fec tive fund -
ing of ser vices by re gions and mu nic i pal i ties, greatly strength en ing the
man age ment capacites of re gions and rnunicipalities and mak ing sure
that they are not co-opted by elite groups. Raczynski rec om mends that
since the pro cess is a dif fi cult one, it is es sen tial that it be con ducted by
a strong cen tral Gov ern ment which pro vides im pe tus and guid ance
and, at the same time, that it pre serve the ben e fits of econ o mies of scale
and avoid in creas ing the al ready enor mous in equal i ties that ex ist
among the dif fer ent part of any given coun try45.

Net work-building

The new out look for ac tion in the so cial de vel op ment field de mands
that all those work ing in this field who have a con tri bu tion to make
pool their ef forts. At pres ent, there is very lit tle co or di na tion among so -
cial de vel op ment agents and they fall to take ad van tage of the
complementarities that joint ac tion might of fer. The State must take the 
lead in en cour ag ing the build ing of net works that bring to gether pub lic
agen cies in the so cial field, re gions and mu nic i pal i ties, NGOs, pri vate
busi ness foun da tions, trade un ion move ments, grass-roots re li gious or -
ga ni za tions, uni ver si ties, neigh bour hood as so ci a tions, other mem bers
of civil so ci ety and or ga ni za tions rep re sent ing poor com mu ni ties.
Such net works would be mu tu ally sup port ing and draw on the best that
each agent has to of fer, while over com ing any weak nesses. As James
Midgley has said, the re spec tive roles of the State, the com mu nity and
vol un teer or ga ni za tions must be taken into ac count and each one’s
strong and weak points ana lysed. Strat egies for har mo niz ing the con -
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tri bu tions of the com mu nity, the State and NGOs can also be iden ti -
fied46.

Par tic i pa tion: a mas ter stratogy

The World Bank recently pub lished The World Bank Par tic i pa tion
Source Book, which de tails the new di rec tion taken by the Bank in
supporting par tic i pa tion47. The ev i dence of stud ies con ducted in this
area is en tirely con sis tent: anti-poverty and so cial de vel op ment pro -
jects which take a participatory ap proach are far more successful than
those based on hi er ar chi cal struc tures. Other international or ga ni za -
tions are now reach ing sim i lar con clu sions. IDB has just com pleted
publication of a guide on the sub ject, in which it sees par tic i pa tion as
the key to promoting de vel op ment and de moc racy in the world48. The
ben e fits of adopt ing a par tic i pa tory ap proach in the plan ning, man age -
ment and eval u a tion of programmes for health, education, hous ing, ru -
ral de vel op ment, improvement of mar ginal ur ban ar eas, nu tri tion, etc.,
are very tan gi ble in management terms.  Experience has shown that the
in volve ment of the communities tar geted by such programmes makes
it pos si ble to de ter mine pre cisely what their priority needs are, cre ates
a use ful information flow which can be a key management tool, pro -
motes a com mu nity in put of innovative ideas, permits on go ing eval u a -
tion of the prog ress of the programme and is an al most infallible
de ter rent to potencial cor rup tion. One sig nif i cant as pect is that when a
com mu nity is consulted, its self-esteem is en chanced and its la tent
potental be gins to be tapped, en abling it to make a fun da men tal con tri -
bu tion.

In addttion to these management ben e fits, com mu nity participation
can have a very con sid er able im pact on an es sen tial goal of pres ent-day 
so cial de vel op ment: programme sustainability. This is a very press ing
is sue.  Internal eval u a tors have re port edly clas si fied over half of the
World Bank’s pro jects as be ing of du blous sustainability, mean ing
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that, once they are com pleted, a pro cess that usu ally takes around five
or six years, they may cease to pro vide sig nif i cant ben e fits for the re -
cip i ent coun tries49. Generating me dium- and long-term sustainability
is a critical test of the real suc cess of social management. As the re -
ported evaluation in di cates, with out such sustainability projects fail to
achieve lasting goals and are there fore in ef fi cient. Participation is es -
sen tial for build ing sustainability, and full com mu nity in volve ment
will facilitate and pro mote the build ing of the com mu nity capacities
that are es sen tial for sustainability. More over, broad com mu nity
participation makes it pos si ble to tackle some of the strategic prob lems
men tioned above in ana lys ing de cen tral iza tion. De cen tral iza tion to
municipalities with ac tive community in volve ment will help to en sure
that re sources re ally go  to com mu nity priorities and pre vent them from 
be ing taken over by lo cal elites.

Many re cent par tic i pa tory ex pe ri ences dem on strate the practical
func tion ing of these clear ad van tages of par tic i pa tory models. A broad
sam ple of successful participatory expedences are described in the
World Bank and IDB publications men tioned above and in the vast
documentation on the sub ject pro duced by the United Nations sys tem.
The Grameen Bank in Asia, for in stance, a pop u lar credit bank which is 
75-per-cent owned by its members and op er ates on a ba sis of broad
participation, broke new ground in this flield. It gave poor peas ants vi -
tal ac cess to credit and its mem ber ship grew in 10 years from 15,000 to
250,000. Villa El Sal va dor in Peru, a shanty town hous ing 250,000
poor peo ple who started out from a situation of extreme poverty, de -
veloped a self-managing par tic i pa tory ap proach based on 2,000 or ga -
ni za tional units ac tively in volv ing all its residents. In 20 years, they
have erected 50,000 homes and an extensive net work of schools and
health cen tres, their lit er acy and health levels are far higher than the na -
tional av er age, they pro duce their own food and they have de vel oped
an in dus trial park for small busi nesses. The pro ject has re ceived a
UNESCO prize, was awarded the Prince of Asturias prize by the King
of Spain and has re ceived many other intemational awards. In the mu -
nic i pal sphere, the city of Porto Alegre in Brazil has been de vel op ing a
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broad participatory sys tem since 1989 to give the population a say in
de ci sions on communal in vest ments. In 1995, 100,000 peo ple out of a
to tal pop u la tion of 1.3 million par tic i pated ac tively in the en tire
process. The allocation and managernent of re sources are con sid ered
to have im proved mark edly as a re sult of this pro cess, dem on strat ing
the possibilities of fered by de cen tral ized mu nic i pal action combined
with community participation. In all these and other sim i lar cases,
there has been a real trans fer of de ci sion-making power to the com mu -
nity. This sets them apart from the fre quent “sim u la tions” of par tic i pa -
tion, in which the community is prom ised an op por tu nity to participate
but this is limited to state ments of in tent and sec ond ary aspects, giv ing
rise to con sid er able frustration50.

lmproving the quality of services

There is gen eral agreement that the State must dras ti cally improve the
qual ity of its ser vices in gen eral and of so cial ser vices in par tic u lar.
How ever, that line of rea son ing must be car ried fur ther. What is qualily 
in pub lic ser vices? Chris to pher Pollitt puts for ward one point for
consideration. Prac ti cal ob ser va tion in di cates that the reply to this
question will vary with the ac tor. Perceptions of what constitutes an
improvement in quality very ac cord ing to whether we are ask ing pol i ti -
cians, pub lic administrators, professionals work ing in these ser vices or 
us ers. The following is a realistic de scrip tion of the situation: first,
there are the politicians in power who are anx ious to limit spend ing
while assuring the pub lic that the stan dard of ba sic public ser vices is
not be ing adversely af fected. Next, there are the man ag ers and senior
administrators, who are obliged to follow the dic tates of their political
mas ters and righgy anx ious to pre serve and el e vate their own
institutions. They frequently clash with our third group, the
professionals of the pub lic ser vice sec tor, who frequently view se nior
managerment with sus pi cion. Their re ac tion is pre dict able: they try to
pre serve their sphere of au ton omy and pro tect their stu dents, patients
and clients. These con sum ers of ser vices make up our fourth group, al -
though it is a group that has yet to play an ac tive role in the de sign of
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qual ity initiatives. Qual ity is some thing that has been done to them,
rather than de fined by them51.

lnitiatives to im prove the quality of ser vices and in tro duce to tal
quality el e ments should be cleary tar geted to the needs of the last
group, which should be al lowed to give their own def i ni tion of quality.
When this happens in the de vel op ing world, the beneficiaries
frequently in di cate priorities quite dif fer ent from those es tab lished
from the out side. They raise very spe cific is sues, for ex am ple: in for ma -
tion on programmes does not reach them, forms from pub lic agen cies
to be filled out should be written in un der stand able lan guage, and the
re spec tive of fices should be open on days and at times com pat i ble with
their work ing hours.

Quality im prove ment must start with, and be carried out with, re -
cipi ents if it is to re sult in real prog ress.

Towards an adaptive management style

What is the most ap pro pri ate man age ment style for the ef fi cient de -
livery of so cial programmes? The an swer must be sought first in the re -
quire ments of the pro cesses for implementing these programmes. Such 
processes are ex tremely vol a tile. When programmes targeting vast so -
cial groups, for ex am ple, programmes to ex tend primary health care in
ru ral areas, lower the school drop-out rate in poor ur ban neigh bour -
hoods or de liver food to gether with nutrition ed u ca tion, are
implemented, highly com plex and vari able dy nam ics are cre ated.

Various in ter est groups, including eco nomic in ter ests and lob bies,
gravitate around programmes and might attempt to di vert them to their
own ends. Dif fer ent organizational agents, with vari able
interrelationships, are in volved - min is tries, re gions, municipalities,
NGOs and groups of civil so ci ety. Re cip i ent communities may re act in
very dif fer ent ways and their re ac tion may change over the course of
the programme’s execution. In the ac tual implernentation of the
programme, un fore seen opportunities and risks may arise. Fre quently,
de ci sions external to the programme and even to the entire so cial sec -
tor, such as bud get cuts, are taken. Programme ex e cu tion as a whole
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tends to dis play turbulent characteristics. Den nis Rondinelli
concludes, in his anal y sis of the causes of the fail ure of various
development pro jects sup port by international agen cies, that ir re spec -
tive of how the pro ject was planned or how the tech ni cal anal y sis was
con ducted, rarely is the ob ser va tion made that the prob lems en coun -
tered could not have been predicted52.

Thus,  it is not a matter of ad just ing ear lier de signs; the is sue is more
complicated than that. A dy namic is un leashed which in var i ous re -
spects can not be pre dicted in ad vance. This dy namic can not be con -
trolled by ap ply ing traditional bu reau cratic management styles, which
use plans, rou tines and stan dards to reg u late the operations to be per -
formed. Such plans as sume highly pre dict able sit u a tions in which
projections from past situations can be an ef fi cient guide. In the field of
so cial man age ment the situation is vol a tile and the past is an un re li able
ref er ence be cause ba sic conditions are chang ing con stantly. We need
to move to wards a style of adap tive man age ment that is in close touch
with re al ity and which re acts to change as it goes along. This does not
mean do ing away with plan ning, but simply chang ing the timing.
Planning and man age ment should be as close as pos si ble to each other:
plan ning, execution, feed back and re de sign should be vir tu ally one
operation. Ad vanced man age ment currently has dif fer ent tech ni cal
tool to sup port the man age ment style that is re quired. Among these,
sys tems for the real-time monitoring of the prog ress and im pact of
programmes may be helpful, they in volve chang ing from a con cep tion
of monitoring and eval u a tion as in stru ments of con trol to view ing them 
as management tools53.

Renewal of or ga ni za tional structures

Or ga ni za tional struc tures in the pub lic so cial sec tor tend to fol low the
cus tom ary ver ti cal, py ram i dal and hi er ar chi cal mod els with nu mer ous
grade lev els. Such mod els are func tion ally in ap pro pri ate to the re -
quire ments aris ing from de cen tral iza tion pro cesses, from the in ter est
in start ing up net works and pro mot ing par tic i pa tion and from the need
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to de velop adap tive man age ment styles. Among other prob lems, they
tend to clase in on them selves, turn rou tines into tar gets, de velop se ri -
ous re sis tance to the par tic i pa tion of agents ex ter nal to the struc ture,
such as other pos si ble part ners and the re cip i ent com mu ni ties them -
selves, and can be ex tremely rigid in re act ing to change. Prog ress must
be made to wards more open, flex i ble and par tic i pa tory struc tures. The
de sign of or ga ni za tional struc tures is not an end in it self, but a means to
fa cil i tat ing the achievernent of ob jec tives. In the area of so cial man -
age ment, the de sign should en cour age such as pects as an ac tive re la -
tion ship with what is hap pen ing on the ground. Mintzberg ad vances a
sig nif i cant argument on this as pect 54. We must look at or ga ni za tions as 
circles rather than pyr a mids. Normally, there are those who work at the
per im e ter, on the edges of the circle, in ac tive con tact with re cip i ents
and with re al ity. They have feed back on what is hap pen ing, but be -
cause they work in very strictly de fined ar eas, their ap proach is
compartmentad natalized. In the cen tre of the circle we have the se nior
ex ec u tive level, which knows where the organization is try ing to go but 
may have little con tact with re al ity. It tends to live in an ivory tower. In
terms of so cial programmes, a numer of suggestions can be gleaned.
Such programmes must max i mize the interaction with reality. A closer
relationship be tween the perimeter and the se nior ex ec u tive level is
essential if reality is to filter through to the lat ter.

Like wise, an at tempt must be made to ap ply the modern strat egy of a 
shared vi sion for the or ga ni za tion, which can gen er ally help to in volve
the perimeter fully in the op er a tion but will also en able it to make its
practical infomation-gathering and anal y sis more productive.

In var i ous con texts, changes in the State so cial sec tor are tak ing the
di rec tions in di cated. In Can ada, one of the coun tries which have taken
the lead in this area, the ad min is tra tion and fi nance di vi sion of the
Ontado Min is try of Com mu nities and So cial Ser vices an nounced a
new or ga ni za tional struc ture based on a trial ad min is tra tive method
that would re duce hi er ar chi cal lev els and elim i nate struc tural bar ri ers.
Ac cord ing to the di vi sion, this pro ject would in clude a change in the
pre vail ing or ga ni za tional cul ture and val ues (from territorialism, a
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mob men tal ity and fear, to team work, trust and del e ga tion of re spon si -
bil ity)55.

Looking at the specifics of so cial management

What should the ba sic stra te gic orientation be for the es sen tial in sti tu -
tional and man a ge rial reforms to be un der taken in the State so cial sec -
tor? The application of traditional pub lic administration ap proaches
has re vealed serious short com ings and con flicts with the de mands of
re al ity. How ever, there also does not seem to be any em pir i cal ev i -
dence to sup port the use of busi ness-style ap proaches in this field,
since their goals and usual characteristics dif fer mark edly from the ob -
jec tives and typ i cal functioning of so cial programmes. So cial
programmes have de vel op ment tar gets whose ef fects are of ten seen ba -
si cally in the medium and long term, as hap pens in ed u ca tion. Their tar -
gets in ter act with those of other programmes. In some cases, their goals 
can not be measured by the means nor mally used in busi ness
management be cause they are qual i ta tive. More over, in the so cial
programmes of the de vel op ing world there are overall goals un der
which the spe cific goals of a programme in a given area are sub sumed.
It is hoped that all programmes will help to en hance eq uity, over come
gen der discrimination, pro mote environmental pres er va tion and
achieve sus tain able de vel op ment.

The technical op er a tion of im ple ment ing so cial programmes is also
very dif fer ent from that of busi ness or ga ni za tions. As we have seen, it
is characterized by multiple institutional ac tors, the need to coordinate
them, net works, turbulence, the essential need for par tic i pa tion be -
cause of its wide-ranging positive effects, the need to re spect lo cal cul -
tures, and the im pact of political, so cial, de mo graphic and other  ac tors. 
The list of man age ment di lem mas that arise in op er a tions of this kind  is 
unique and quite dif fer ent from that arising in busi ness.

An ap proach must be de vel oped in this field that fo cuses on the
specitic prob lems of so cial in sti tu tions and so cial man age ment and
seeks appropate tech ni cal so lu tions to them. A so cial man age ment ap -
proach is re quired. Its in puts of sup port would in clude el e ments of
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other ap proaches, but the stra te gic ap proach must be dif fer ent and be
ef fi cient in terrns of goals and over all goals, such as those listed and of
the par tic u lar type of tech ni cal op er a tion that charactezes so cial
programmes and pol i cies. This ap proach is emerg ing in spe cific ex pe -
ri ences of suc cess ful in sti tu tional ad just ments and programmes in dif -
fer ent coun tries. The type of in sti tu tions and man age ment dis cerned in
what are intemationally viewed as ex am ples of man a ge rial ex cel lence,
such as the Grameen Bank in Asia, the EDUCO schools in El Sal va dor
or the neigh bour hood con sumer fairs in Ven e zuela, arise out of this dif -
fer en ti ated ap proach56. The ob ser va tion of this tech ni cal di men sion of
so cial man age ment is currengy stim u lat ing ef forts to train so cial man -
ag ers in this area in var i ous coun tries of the de vel op ing world57.

The need to re spect spe cific char ac ter is tics and not to trans fer the
busi ness ap proach mechanically to other fields is not ex clu sive to the
so cial sec tor. Paul Krugrnan warns of the dan ger of such trans fers to
the eco nomic field in a re cent ar ti cle, “A coun try is not a  ma jor com -
pany”58. He calls attention to what he con sid ers a dangerous ten dency
to seek to ap ply a busi ness ap proach to coun tries. He says that what
peo ple learn from run ning a busi ness does not help them to for mu late
eco nomic policy. A coun try is not a ma jor corporation. The men tal pro -
cesses that make a great busi ness leader are not gen er ally those that
make a great economic an a lyst. He notes that the prob lems are of a to -
tally dif fer ent na ture and complexity. He warns against the “great 
man” syndrome in which peo ple who are suc cess ful in one field
believe that they can be an authority on oth ers. He notes that the same
syndrome ap pears in some busi ness men who have been pro moted to
the rank of eco nomic ad viser. They have difficulty accepting that they
must go back to school be fore they can make pro nounce ments in a new
fleld.
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Just as the macroeconomic sphere de mands macroeconomic
management, the goals and func tion ing of so cial management can not
be equated with busi ness logic. Much more needs to be done to en sure
such es sen tial as pects as ac cess, eq uity, sustainability and ef fi ciency.
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Final note

Ac cord ing to Goe the, the o ries are grey, while the golden tree of life is
green. In the de vel op ing world of re cent de cades, a num ber of the o ret i -
cal mod els have in deed suc cumbed to or been sedously chal lenged
byreality. Ap proaches based on a mech a nis tic vi sion, which puts off
solv ing to day’s acute so cial prob lems to an imag i nary fu ture where
there will al leg edly have been a “trickle-down” of growth, have not
been val i dated by the facts. In stead, they have re sulted in a sys tem atic
marginalization of so cial pol icy and man age ment which has ag gra -
vated so cial problerns. Com bined with a misperception of in eq uity as
be ing con du cive to growth, a per cep tion to tally ne gated by the case of
South-East Asia and other so ci et ies and by the marginalization of hu -
man and so cial cap i tal, these ap proaches have caused the so cial sphere
to be largely aban doned, with many far-reaching con se quences. At the
mac ro eco nomic level, ig nor ing the so cial di men sion cre ates ma jor ob -
sta cles to op por tu ni ties for sus tained growth. Ne glect of ed u ca tion,
health and nu tri tion, weak en ing of the fam ily and in creas ing per sonal
in se cu rity are pro cesses which un der mine growth, de ter in vest ment
and im pede tech no log i cal prog ress and the de vel op ment of ex ter nal
com pet i tive ness. The case of Latin Amer ica is also ilustrative of other
parts of the de vel op ing world. Nancy Birdsall pin points the eco nomic
sig nif i cance of such ob sta cles in the re gion when she says that it is pos -
si ble that growth rates in Latin Amer ica sim ply can not go above 3 or 4
per cent as long as the half of the pop u la tion which is in the low est in -
come per cen tiles is un able to par tic i pate and make a con tri bu tion59. To
this ob ser va tion we might add an other, from the World Bank, con cern -
ing the high level of un em ploy ment in the re gion: for Latin Amer ica to
be able to lower its un em ploy ment rates in the com ing years, the re -
gion’s gross do mes tic prod uct will have to grow by more than 4 per
cent60. What we have here is a vi cious circle. Re ducing the re gion’s
crit i cal un em ploy ment level of over 16 per cent will re quire a growth
rate of over 4 per cent, and such growth will hap pen only if the vast sec -
tors of the pop u la tion cur rently be low the pov erty line are brought into
the de vel op ment pro cess.
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A de te ri o rat ing so cial sit u a tion also has high costs in terms of
democratic gov ernance. A broad sur vey of pub lic opin ion in 17 Latin
Amer i can coun tries showed that, while the great ma jor ity of the pop u -
la tion are in fa vour of the democratic sys tem, only 27 per cent of those
sur veyed are satisfied with the functioning of democracy. The sur vey
concluded that this dissatisfaction arises be cause peo ple ex pect the
system to solve the prob lems which they con sider most ur gent, and for
them, em ploy ment is a ma jor prob lem compounded by that of low
wages6162 .

The assertion of a contradiction be tween State and mar ket and the
con se quent calls for a minimalist State are also be ing seriously
challenged by the facts on the ground.

The new de bate is there fore sug gest ing that the best results in re cent
years have been achieved with a broad combinaton of State, plus mar -
ket, plus civil so ci ety in all its manifestation. An ab sent or min i mal
State does not seem to be the an swer to so cial problems or, more
generally, to the need to en cour age sus tained de vel op ment. The idea of
an in tel li gent, highly ef fi cient State which in ter venes at stra te gic mo -
ments is steadily gain ing ground. Merilee Grindie says that it has been
noted that only States can pro vide the set of con di tions es sen tial to
economic de vel op ment law, or der, ef fec tive macroeconomic pol i cies,
in fra struc ture development in vest ment in hu man cap i tal and greater
eq uity63.

One essential field of activity of the in tel li gent State in the
developing world in com ing de cades will be the vig or ous, sustainad
promotion of ac tive integration of eco nomic and so cial development,
to gether with a substancial im prove ment in eq uity. The State will also
have to pro mote the ac tive in volve ment of all the basic forces of society 
in those ef forts. To achieve all this, it will have to take on the task of
forging stra te gic al li ances among those forces.

Per forming these new roles efficiently will re quire rad i cally
reforming the State’s so cial struc tures. Such a reform must not be back -
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ward-looking, but nei ther should it mean sim ply cut ting back on or dis -
man tling those struc tures. lnstitutional imag i na tion will be re quired for 
re think ing the State in the so cial field. It is therefore es sen tial to set
aside conventional wis dom and the nu mer ous dogmas of theoretical
models with no an swers that stand in the way of prog ress to wards in no -
va tive so lu tions. This col lec tive task can not be de layed, for the so cial
op por tu nity cost la very high. Ev ery mo ment that passes with out sus -
tained pol i cies of ed u ca tion and health in vest ment, with out ef forts to
in crease eq uity and with out ef fi cient, high- quality pub lic so cial ser -
vices has a drastic re gres sive im pact on the ba sic liv ing con di tions of
vast num bers of long-suffering peo ple in the de vel op ing world and
pro longs their un jus ti fi able so cial ex clu sion.

 bernardo@iadb.org
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