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I.
INTRODUCTION


The 20th century in Latin America has been the century of economic growth:  between 1900 and 1992, gross domestic product for the region increased by 32 times, more than any other region in the world.  Yet the high rate of demographic growth has meant that income per capita has not risen sufficiently to maintain world leadership in this indicator (Table No. 1).  Moreover, growth in the economy has not been accompanied by a reduction in the indicators of inequality that have typified the region, and shortcomings in the education systems, in health and other basic social services have prevented economic growth from translating into higher standards of living for all Latin Americans.

  
As a result, generalized poverty and a sharp inequality in income distribution have, for decades and even centuries, been the “norm” typifying social conditions in Latin America.  According to the World Bank (1990), “in no region of the developing world are the contrasts between poverty and national wealth so glaring as in Latin America and the Caribbean”.   ECLAC  (1990) pointed out that there was not a single country in the region that had managed to achieve economic growth and social equity at the same time.  This has led some analysts to suggest that countries of the region may have a “high social tolerance for inequality”, the consequences of which are negative not only for social development, but for economic growth as well (Birdsall, 1998; Birdsall, Ross and Sabot, 1995).


By the middle of the present century, this contrast showed up clearly in the ratio between the average income of the highest-earning decile of the population and the average income of the lowest deciles.  This index exceeded a factor of 20 in most countries of the region, while in other parts of the world it varied between 7 and 14 (Maddison, 1995).  Moreover, the poorest population quintile in Latin America and the Caribbean receives the lowest proportion of total incomes of any region in the world: it received only 4.5% of income in 1990, compared with 6.3% in industrialized countries, and 5.2% in Africa south of the Sahara. (Graph 1).  At the other extreme, the richest quintile in Latin America received 52.9% of income.  Only in Africa south of the Sahara is there a situation of similar inequality: there, the richest quintile receives 52.4% of income.  While there has been a slight improvement in this indicator for Latin America (Graph 2), inequality in income distribution has not altered significantly in the last four decades (Burki and Perry, 1997).


Structural reforms over the last ten years, which have allowed economies to recover their growth trend after the “lost decade” of the 1980s, have not been able to reverse persistent impoverishment and social polarization, as can be seen in a variety of indicators.  The “trickle-down” effect of the benefits from economic liberalization and financial rationalization has not been sufficient to improve living conditions for the majority of Latin Americans (Table 1).

Table 1

Factor of growth in GDP and in GDP per capita, 1900 to 1992

(by regions and groups of countries)

GDP


GDP per capita

Latin America and the Caribbean
32.3
5.6
Western Europe

USA, Canada, Australia and New Zealand
18.3
5.3
Southern Europe

Africa
17.7
5.2
USA, Canada, Australia and New Zealand

Asia and Oceania
17
4.8
Asia and Oceania

Southern Europe
14.5
4.5
Latin America and the Caribbean

Western Europe
9.5
3.4
Eastern Europe

Eastern Europe
7
2.6
Africa

World
14.1
4.1
World

Source:  Angus Maddison, Monitoring the World Economy, Paris, OECD, 1995, pp. 27-228

Graph 1

Percentage of total income received by the highest and lowest

population quintiles in Latin America and the Caribbean (by decade)
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Source: Burki and Perry (1997), page 89.
Graph  2

Percentage of total income received by the highest and lowest

population quintiles in various regions of the world (1990s)
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Source:  Burki and Perry (197), page 89.

Graph  3

Average Gini Inequality Index by Region

(Average for decade)
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Source:  Deininger, Klaus and Lyn Squire (1996), “A New Date Set Measuring Income Inequality”, The World Bank Economic Review, Vol. 10 No. 3, pp. 565-591.


Thus, while there has been some improvement in certain social indicators, this has not been enough to eradicate poverty, nor to achieve a more equitable distribution of incomes or of opportunity for all Latin Americans.  Much remains to be done in the field of social development and equity (Table 2).  On the eve of a new century and a new millenium, the major challenge facing the region is to improve the standard of living for all Latin Americans, and to create opportunities for sustainable human development.  If the 20th Century was the century of economic growth, the 21st Century must be the century of equity, social integration and full development of the human personality.


This essay suggests an approach and some conceptual elements for designing social strategies and policies for the region.  Its intent is to contribute to the debate that has already been launched on these issues, and to focus attention on the context and orientation of social policies, so as to supplement ongoing work into the management of social sectors and the fight against poverty.  It has been prepared through the collaboration of three persons with differing academic and professional backgrounds, a fact that required some effort to integrate diverse perspectives on how to address the social question in the region.


First, this paper examines the new international context for social policy, analyzing the processes of globalization, conceptual advances in the field of development, and the importance that institutional considerations have acquired in the concept of development, as well as the rise of the “knowledge society” and its implications for social policy. Secondly, it offers an assessment of the situation within the region, with a particular focus on trends in social policies during the last five decades.


The paper also sets out some central ideas as to what might constitute a new focus for social policy, characterized in terms of:  (i) establishing the principle that equity, the assurance of a minimum standard of living compatible with human dignity, and the full development of the human personality must be the key objectives of this new social policy focus;  (ii) taking explicit account of the interactions between social, political and economic factors in order to integrate social policy fully into other development policies;  (iii) distinguishing between the components of social policy, in terms of criteria such as the level of application (national, regional, local) and the people to whom policy measures are directed (by gender, age, ethnic background, income); (iv) giving explicit consideration to the international dimensions of social policy, and seeking to create conditions for greater global equity and a more appropriate setting for regional and national social policy; and (v) adopting a pluralist and experimental approach to social policies that will convert their design and implementation into a process of collective learning.

Table  1

Persistent Inequality in Latin America

“During the 1990s, the high concentration of income distribution that characterizes the majority of Latin American countries has persisted, and even increased.  This trait coexists with an equally high concentration of education capital and physical and financial assets, to which we must add the contrast between poor families with numerous members, a low proportion of whom are employed, and high-income families with few members, a high proportion of whom are educated.”


Economic Commission for Latin America and the Caribbean (ECLAC)



Social Panorama of Latin America, 1997, Santiago, Chile, 1997.

“The trends toward regressive distribution and rising poverty that were unleashed during the debt crisis have been halted in the 1990s, but there has been no further progress”.



Inter-American Development Bank, Economic and Social Progress in 

Latin America – 1997 Report, Washington,  D.C., 1997

“Latin America has historically had the distinction of presenting the worst inequality indices of any region in the world….  The recovery of economic growth is currently accompanied by high rates of unemployment and increasing inequality – much higher, in both cases, than the historical averages of those countries – which suggests that there are major limitations to economic growth as the sole instrument for overcoming poverty”

Carlos H. Filgueira, “Poverty and Social Development on the Global, Regional and National Agendas”, Washington, D.C., Social Development and Education Unit, OAS, 1997.

“The finding that Latin America still exhibits highly concentrated structures of income distribution, together with per-capita income levels that are in the middle range, highlights the fact that a major part of the urban poverty existing today in many countries of the region is a consequence of this inequality…”
ECLAC, Social Panorama of Latin America, 1994, Santiago, 1994

“In no part of the developing world are the contrasts between poverty and national wealth so marked as in Latin America and the Caribbean.”
World Bank, World Development Report 1990,Washington, DC, 1990

Table 2

Latin America and the Caribbean:  Social Development since 1950


We have made significant progress…..
But much remains much to be done……

Education
The region’s illiteracy rate has declined from 34% in 1960 to 13% in 1995.  Great advances in coverage have provided almost universal access to primary education.  The education situation for women is virtually on a par with that for men in terms both of coverage and quality.
Three broad aspects of education are in need of reform: the efficiency (internal and external) of educational systems, the quality of education in the public schools, and inequity in the provisions of educational services.  Their current low quality is reflected in high repetition and dropout rates.  Minority groups, students with special needs and extremely poor students face serious problems of access.  Illiteracy still afflicts women disproportionately in rural areas.

Health
Life expectancy at birth rose from 49 to 70 years between 1950 and 1990, while the infant mortality rate fell from 161 per mil in 1960 to 41 per mil in 1996.  The total fertility rate sank from 5.2 in 1970 to 3.1 in 1991, while population growth declined from an average 2.4% a year in 1965-73 to a projected 1.7% for 1990-2000.
Inequality in access and in the quality of service for those who have access means that there are enormous variations in health indicators within individual countries, with great disparities between rural and urban access to health and sanitation services and between the quality of public and private services.  There is still no universal access to basic health services and vaccination for year-old children against communicable diseases like TB and measles.

Poverty and Income Inequality
On average, gross income per capita has risen considerably, from $2,487 in 1950 to $4,820 in 1992 (in 1990 dollars).
Historically high levels of income inequality have persisted even during the economic recovery of the 1990s: the region has the greatest inequality in the world, in terms of the Gini coefficient, and in the gap between the highest and lowest quintiles of the population. Similarly, the proportion of people living in poverty in 1995 was even higher than that recorded in 1980, while the absolute number of poor people in 1995, at over 150 million, was at a historic high.

Employment
Social development has helped to strengthen the human resources of the labor force.  The proportion of women in the economically active population has been steadily rising.
The labor supply is still growing rapidly, while unemployment and underemployment remain high, despite economic growth.  The average unemployment rate for the region between 1986 and 1996 ranged between 9.4% and 10.2%.  The new jobs being created are generally of low quality:  85% are in the informal sector.

Source:  OAS (1997), ILO (1997), Burki and Perry (197), World Bank (1998) UNDP (1997), Angus Maddison (1995).


The paper goes on to propose some conceptual elements for designing and implementing social policies, inspired by this new focus, with the emphasis on such issues as demographic change and inter-generational expectations, the dimensions of social exclusion, and the use of advances in information technology to address the problems of social development.  Finally, it offers some thoughts on the need to combine government political will “from the top down” with popular mobilization “from the bottom up”, in order to move toward a greater degree of social integration and equity in the first decades of the 21st century.

II.
THE NEW CONTEXT FOR SOCIAL POLICY


During the first decades of the 21st century, government declarations, interventions and actions relating to the welfare of individuals and social groups – what we call "social policy" – will have to be adapted to the new international context and to respond to the challenges of achieving greater equity and eliminating poverty in Latin America.  Three groups of factors will condition the changes that social policy must go through in the transition to a new century and a new millenium:  the emergence of a fractured global order, progress in the conceptualization of the development process and the growing importance of social capital and institutions, and the central role of science and technology in the new knowledge society.

The emergence of a fractured global order and its consequences


The first set of factors conditioning the progress of social policy in Latin America has to do with the shifting international setting.  A multiplicity of changes and trends have become apparent during the last two decades, which suggest that we are witnessing an accelerated, segmented and unequal process of globalization.  The worldwide expansion of output and services, the growth in international trade, the declining importance of national frontiers, and the intensive exchange of information and knowledge around the planet co-exist with the concentration of “global” activities in certain countries, cities and even districts, and also with the concentration of such activities within a few hundred businesses and corporations.

Features of the new international context


The simultaneous integration and exclusion of regions, countries and social groups are two aspects that are closely linked to the multidimensional process of globalization and fragmentation that are now underway in this turbulent period of history, a period that is seeing the rise of a fractured global order.  What we are dealing with is indeed a global order, but not an integrated one; an order that puts us all in contact with one another, but that at the same time maintains profound chasms and divisions between different groups of countries and between people in those countries; an order that works to the benefit of a small portion of humanity and excludes the majority of the world’s population (Sagasti and Alcalde, 1998;  Sagasti and Arevalo, 1992).


For some observers, the fractures that go hand-in-hand with the process of globalization has been building up for a very long time, since the beginnings of the 16th century, with the first wave of European expansion (Wallerstein, 1983;  Ferrer, 1996).  While it is useful to explore the historical roots of the fractured global order, above all to help overcome the lack of historical awareness of those who see it as a recent phenomenon, the accelerated processes of political, economic, social, environmental, cultural, scientific and technological change that have been in evidence since the Second World War – and that have taken on a universal character during the last two decades – are not only creating a new setting for interaction between countries and regions, but are profoundly altering the human condition itself, in the process of transition to the post-Baconian era (Sagasti, 1997a, 1997b).


Table 3 summarizes the major trends that characterize this fractured global order.  Ambiguities, contradictions and inconsistencies that generate confusion and uncertainty are the accompaniment to this unequal process of globalization and fragmentation.  In the face of such a situation, we need to set aside the idea that the variety of forces that are interacting to shape the fractured global order are all pointing in the same direction.  Any one of these trends and forces, or any combination of them, can produce positive or negative effects, depending, among other things, on the perspective from which we view them, on the structure of the power relationships associated with them, and on the capacity to design and implement strategies for taking advantage of the opportunities, and for overcoming the disadvantages, associated with these changes.


The fractured global order is placing a series of specific demands on developing countries, which will require strategic answers from governments, businesses and organizations of civil society. The end of the Cold War and the new concerns over international security (ethnic and religious conflicts, the threat of chemical and bacteriological warfare, terrorism, the proliferation of “pocket” nuclear weapons, organized crime, the drug traffic, environmental disputes), demand new arrangements for international and regional security, as well as new doctrines of national defense.   Growing economic and financial interdependence, together with shifting international economic relations, demand new strategies for integrating Latin American economies and businesses into a global scenario that is increasingly volatile and competitive.

Table 3

Summary of the Major Characteristics of the Fractured Global Order

International security in a “post-bipolar” world
· End of the Cold War and of East-West rivalry

· Virtual elimination of the threat of all-out nuclear war and of conflicts based on Cold War ideologies

· Rise of new security concerns: environmental conflicts, terrorism, drug traffic, international crime syndicates, spread of chemical and biological weapons, small-scale nuclear arms.

· Declining power of nations states as units for policy formulation and execution (through both “top down” and “bottom up” pressure)

· Increasing number and intensity of regional conflicts (over ethnic, religious, territorial, resource disputes)

· Bigger security role for international and regional institutions, especially the United Nations

Economic and financial interdependence
· Rapid growth and globalization of financial markets

· Changing patterns of trade: content of trade shifting in favor of services and high-tech goods, rise of the North Pacific as the biggest trading area, proliferation of regional trade agreements, growing intra-company trade (multinationals), creation of the World Trade Organization.

· New situations in key countries (USA, Russia, Japan, EU, China, East Asian “tigers”)

Persistent inequalities and economic uncertainty
· Persistent and growing disparities between industrialized and developing countries.

· Growing inequalities of income and opportunities within rich and poor countries alike

· More instability in the international economic system

· Growing concern and demands for better international economic governance

Social conditions
· Demographic imbalances (slow growth and aging population in rich countries)

· Growing social demands (food, education, health, housing, sanitation) in poor countries

· Unemployment: developing countries face challenge of raising labor productivity and absorbing greater numbers of new entrants to the labor force, while developed countries face structural shifts in employment patterns

· Extensive and growing social exclusion (related to factors of gender, ethnic origin, age, poverty education) both in rich and poor countries

· Redefinition of gender relationships

Environmental sustainability
· Greater awareness of problems of sustainable use of resources and pollution

· Threats to environmental sustainability and proper use of resources

· Environmental factors becoming explicit concerns for international security

· Recognition of the dangers presented by global environmental problems

Culture, religion and ethnical concerns
· Growing importance of religious and spiritual values

· Rise of religious fundamentalism (Islamic and Christian, among others) as an important force behind political, social and even economic actions

· Conflicts between the trend to cultural homogeneity and the desire to reaffirm cultural identity, as a result of globalization of the mass media and the means of transportation and communication in general

· Growing importance of moral and ethical issues in questions of equity and human rights

Governance and the spread of democratic practices
· Crisis of governance in poor and rich countries alike (e.g. questions of representation vs. efficiency, social demands that exceed institutional capacities)

· Political pluralism, democracy and popular participation have been extended to most of the world’s regions

· The roles of the public sector, private sector and civil society organizations are being everywhere redefined

· Social consequences of economic policy reforms are sharpening  problems of governance

· Information technologies have a great impact on political systems and on governance

· Growing importance of social capital and institutional development

The knowledge explosion and the fracturing of knowledge
· Exponential growth of knowledge

· Scientific and technological knowledge becoming more important as a factor of production: rise of the “knowledge society”

· Changes in the conduct of scientific research: rising costs, greater specialization, importance of information technologies

· Growing systemic nature of technological innovation: requires more and varied inputs, involves a greater number of players

· Shift in the techno-economic paradigm:  from intensive energy use (with oil as the key factor) to intensive use of information (with the microchip as the key factor)

· Major advances in communication and information technologies; biotechnology and new materials transforming production and services

· Extreme and cumulative inequalities in S&T capacities between industrialized and developing countries

· Limited S&T capacity of poor countries for coping with economic, social, political, cultural, environmental challenges and the “knowledge society”




Social conditions and the persistent inequalities associated with the emergence of the fractured global order, which are the prime concern of social policies, pose enormous challenges to the maintenance of social cohesiveness.  Demographic imbalances between rich and poor countries, the rapid growth of demands for food, health, education, housing and sanitation in the developing world, and the problems of unemployment and underemployment that afflict rich and poor countries alike, all require imaginative and practical answers, both in the international setting and in the sphere of national and local policies and strategies.  Similarly, the major changes that have occurred in gender relations - thanks to the empowerment that women have achieved over their own fertility - are of great significance in the world of work and the family, and demand a perspective that differs from the conventional division of responsibilities between men and women, both in the workplace and in the rearing of children.


On the other hand, the growing awareness of the importance of protecting the environment and making sustainable use of natural resources, associated with the emergence of regional and world-wide environmental problems, demands responses to ensure that the process of development will not limit the opportunities of future generations.  The growing importance of religious, cultural and ethnic factors in the conduct of government affairs adds new demands to an already loaded public agenda, and turns the spotlight on issues such as religious tolerance, the tensions between conformity and the reaffirmation of cultural identity, and respect for human rights.  Similarly, the spread of democratic practices and the collapse of the totalitarian, single-party systems of eastern Europe and the former Soviet Union have brought about significant changes in the formal institutional structure of governments, and have highlighted the importance of what is called “social capital” in the political and economic behavior of nations.


Finally, advances in science and technology, associated with the exponential growth of knowledge and the acceleration of the technological innovation process, have transformed output in advanced economies and are presenting extremely difficult challenges for the great majority of developing countries.  Inequalities in the ability to generate and make use of scientific knowledge overshadow any other indicator of inequality between rich and poor countries: in 1991, spending per capita on research and development in high-income economies was 218 times greater than that in low-income countries (excluding China), while income per capita in the former group of countries was 49 times higher than that in the latter group (World Bank, 1998b).  These differences have persisted for decades, even centuries, and because of the cumulative nature of scientific and technological progress, they make it extremely difficult to close the knowledge gap between rich and poor countries.  While some recently industrialized countries have succeeded in building up important scientific and technological capacities in just a few decades (for example, South Korea, Taiwan and Singapore), for the great part of the developing world, this gap runs the risk of becoming an unbridgeable chasm.


Taken individually, any one of these changes in the international context has important consequences for development efforts and for the design and implementation of social policies.  Taken together, they represent an epochal shift that is shaping a new, fractured global order, the characteristics of which are still in the process of being defined.  Perhaps the most important challenge facing the international community on the eve of the 21st century is to prevent the multiplicity of fractures in the world order from leading to the creation of isolated societies that are mutually mistrustful of each other, and that harbor doubts and suspicions about each other’s motivations, aspirations and capacities.  It is essential to avoid these fractures from turning us into introverted social groups – in rich and poor countries alike – that can relate among each other only by means of the tenuous links that mass communications media and occasional economic transactions have established, and whose interaction is marked by disputes and violent conflicts.  To achieve this, in addition to introducing modifications in international economic relations, we need to transform the conception and practice of social policies, both in high-income countries and in those of the developing world.

The challenge of financial and commercial globalization


In reviewing the most salient aspects of the new, emerging international order, it is important to realize that no one is “controlling” the processes that are leading to a fractured global order, nor is there some vast conspiracy to exploit its “victims”.  The various components of the process of globalization operate according to their own turbulent logic, and the interactions between them.  While this is of little consolation for those who are suffering the negative fallout from this process, the first task in confronting the threats of the fractured global order, and seizing the opportunities it offers, must be to examine and understand the nature and the logic of the many forces that are shaping it.  Only in this way can we possibly design strategies and policies for improving the situation of those who are excluded and marginalized by the processes that are fracturing the global order.


The economic and financial aspects of the globalization process that have taken place during the last two decades pose serious challenges to the institutional arrangements that have developed over the years, both in rich countries and in poor ones.  The grand alliance between capital and labor that was forged in Europe and North America at the time of the Second World War, gave rise to the welfare state, overcame the antagonisms that had led to social conflict and political instability, and made possible the unprecedented degree of world economic growth and social progress that was witnessed between the late 1940s and the mid 1970s. The social policies that were adopted in industrialized countries – public education and health services, unemployment insurance, housing policies, income transfers, etc. – permitted a generalized increase in consumption, in living standards, and in the well-being of the majority of the population.  In some developing countries similar policies were put into practice, although limited resources of the public treasury were not enough to extend these social benefits to the majority of the population.


In contrast to what happened during the first five decades of the 20th century, when financial and commercial liberalization had negative social effects (recalling the Great Depression in North America, and its consequences), the social compact that led to the welfare state and the regulation of international trade and finance (with creation of the GATT, the IMF and the World Bank) helped to reduce the negative impact of economic liberalization policies.  A key aspect of that compact was that it made it possible for states to collect taxes on the proceeds of capital in order to pay the costs of the social services associated with the welfare state.  Development assistance, which beginning in the late 1940s was financed for the most part by public funds, can be regarded as an extension into the international domain of the mechanisms established by the welfare state for giving effect to social solidarity and maintaining social cohesiveness.
In other parts of the world, where this social compact between capital and labor did not emerge, social cohesion was maintained through other institutional mechanisms. For example, in some Southeast Asian countries, a combination of labor stability in the public and private sectors (which in Japan and South Korea were seen as guarantors of life-long employment), of sustained economic growth based on the export of manufactured goods, and heavy state intervention in economic management took the place of government-instigated social support mechanisms in industrialized countries. As well, a variety of social institutions ranging from extended family networks to social organizations and religious movements have come to fulfill social security and support functions in many parts of the developing world. 


Financial globalization has undermined the foundations of the social compact between capital and labor in industrialized countries, and has also weakened the alternative institutional arrangements that played an equivalent role in other parts of the world.  The financial world at the end of the century embraces a disconcerting network of international transactions of every kind (purchase and sale of shares in a great number of countries, arbitrage in a multiplicity of markets and currencies, portfolio investments through a huge variety of international funds, massive flows of capital across national frontiers), and financial transactions have taken on a life of their own, unrelated to the output and distribution of goods and services.  The unprecedented mobility of financial capital has sharply curtailed the ability of the state to tax profits associated with cross-border financial flows. 

According to Dani Rodrik, an American economist who could hardly be regarded as an alarmist, the global integration of markets for goods, services and capital is creating new sources of tension:

“…globalization has made it extraordinarily hard for governments to provide social security – one of the key functions that have helped to maintain social cohesiveness and domestic political support for the liberalization process that has occurred during the post-war period.  The growing mobility of capital has meant that an important portion of the tax base can pick up and move somewhere else at a moment’s notice, in order to evade taxes, leaving governments with the unpalatable alternative of increasing the burden on labor to a disproportionate degree” (Rodrik, 1997). 

Rodrik concludes that “the biggest challenge facing the world economy over the coming years will be to make globalization compatible with national economic and political stability”, which implies ensuring that international economic integration does not lead to national social disintegration. This is an issue that was anticipated nearly three decades ago by the Latin American economist Osvaldo Sunkel, and reiterated in the early 1990s (Sunkel, 1971, 1991).

Indeed, these concerns have now been accepted by none other than the International Monetary Fund, the bastion of international trade and financial liberalization.  A report prepared for its Department of Public Finance recognizes the validity of Rodrik’s arguments: 

“Increasingly mobile capital and labor have limited the ability of governments to levy taxes and transfer income to those affected by globalization. To the extent that capital is more mobile than labor, the incidence of taxes to finance safety nets for those affected by globalization is shifted to labor.”  (International Monetary Fund, 1998, p.3).


The economist Jagdish Bhagwati, whose credentials as an apostle of free trade are impeccable, has strongly attacked the process of liberalization in capital markets, suggesting that there is no rationale for it from an economic welfare perspective, and that it serves only the interests of what he calls “the Wall Street – Treasury Department complex”, in allusion to the “military-industrial complex” that was denounced by US President Dwight Eisenhower towards the end of the 1950s (Bhagwati, 1998).  Similarly, Ethan Kapstein has stressed that the financial liberalization we are living through today, which dates back in its origins to the breakdown of the Bretton Woods agreement in 1971, “has broken the chains that had restrained capital since the Second World War, giving it the freedom to betake itself to any part of the planet”.  This has placed other social agents, and labor in particular, at a disadvantage, since they cannot pull up stakes and move with the same ease. The reduction of barriers to trade and investment has significantly accentuated the asymmetries between those groups that can cross frontiers, including owners of capital, professionals and highly skilled workers, and those who cannot, such as unskilled workers and middle-level managers (Kapstein, 1998).  It is clear that if workers were allowed to move freely from one country to another with the same degree of mobility enjoyed by capital, goods and services, then the situation would be entirely different. 


The economic, social and political impacts of globalization show up in many parts of the developing world through “competitive deregulation”, which consists of offering ever greater advantages to foreign capital in order to attract investments to one country or another.  In this way, many countries have eliminated their environmental regulations, liberalized their labor markets, granted de facto monopolies to foreign investors, and abolished regulations that impede the free flow of capital.  In a few extreme cases, tax stability pacts and similar devices have been used to offer better conditions to foreign than to domestic capital, and the state has devoted public funds to undertaking physical infrastructure works with a view to attracting foreign investment.


Commercial and financial globalization also generate conflicts between and within nations, over the standards and social institutions that govern social interactions.  The international spread of production and service technologies, which have the social values and standards of their home countries built into them, frequently collide with the very different collective values, standards, institutions and preferences of the countries that are the recipients of these technologies.  These countries and their businesses are forced to compete head-on in international markets, which means that they can no longer keep to their own structured social standards, for fear of losing competitiveness. 

In this way, the ever-increasing trade and financial liberalization of the 1980s and 90s has been laying the ground for conflict by unleashing forces that are undermining the legal standards and rules, labor practices and social support systems that embody the basic values of many countries and regions.  The social compact that gave rise to the welfare state in Europe, North America and Japan is under threat from unregulated global finance, and this is exacerbating the crisis in social welfare policy, which was already under pressure from demographic changes and the aging of the population profile in these regions.  Moreover, the total freedom of capital movements is creating serious problems in development countries and in economies in transition, which now face severe limits to the role that states and governments can play in shoring up the various institutions essential for maintaining social harmony.

The crisis of governance


Finally, the process of globalization has been accompanied by a generalized crisis in governance, both at the national and the international level, and one that has become much more visible since the end of the Cold War.  This crisis has debilitated the already limited response capability of governments and their institutions, most particularly in the developing world, for confronting the new economic, social, political, environmental, technological and cultural challenges that are welling up in a world that is ever more integrated, and at the same time more fractured.  The typical problems of the crisis in governance – corruption, constitutional deadlock, inability to design and implement policies, ethnic and religious violence, drug trafficking, criminal activities – are ample testimony to the difficulties facing governments in rich and poor countries alike in exercising power and authority in a legitimate and efficient way to achieve development objectives.


Considering that poverty and extreme inequality have persisted for decades and even centuries in Latin America, the restrictions that globalization now imposes on the capacity of states to take action to maintain social cohesiveness might well unleash social conflicts of a kind that cannot be foreseen.  One example of this risk within the region is Peru, where beginning in the 1980s a series of crises converged and exploded in political violence, in a critical collapse of the social and economic fabric, and in the incapacity of the state to fulfill its most basic functions.  Terrorism has been defeated and the Shining Path has been disbanded, but the aftermath of terrorist violence and state repression are still clearly visible.  (Sagasti, Patron, Lynch and Hernandez, 1996).


The crisis of governance has a clear international dimension that makes itself felt, among other ways, in the inability to exert proper regulation over globe-spanning financial and commercial transactions in order to ensure that their benefits extend beyond that small portion of humanity that has the resources and knowledge to take advantage of them.  According to Fernando Henrique Cardoso, the President of Brazil, 

“At the same time that globalization is taking place, there is no parallel process on the political front, no rules for legitimizing and implementing decisions at a world level. When it comes to control over the decisions that affect humanity, we have no political capacity that would correspond to globalization of the productive system.  This is a problem that has to do with governance, with the need for a new approach to the concept of democracy, and one that requires us to think about governance in ways that go beyond the strictly national sphere” (Cardoso, 1997, pp. 18-19).


All of this suggests that, in the context of a fractured global order, social policies must be looked at from an international dimension that consider the regulation of productive activities and services.  It will be very difficult to increase the maneuvering room for state action without some form of international accord, aimed at reestablishing a balance between the processes of economic and financial globalization, which provide enormous advantages to capital, and the need to maintain social cohesiveness, which demands greater attention to the provision of social services, to problems of employment and to the elimination of poverty.

The changing conception and practice of development


The second set of factors affecting the design and execution of social policies in Latin America relates to the changes that have occurred over the last fifty years in the ways people think about development.  The conception of development as articulated, disseminated and financed following the end of the Second World War placed a special emphasis on the increase of income per capita.  The task of development was defined in terms of achieving, within the space of a single generation, standards of living that the rich countries of the West had taken three or four generations to reach, but without incurring the high social costs that the rich countries had either had to pay themselves, or had passed on to others (slavery, colonialism, exploitation of workers, women and children).  This vision of happy abundance within the reach of all, which for several decades guided the efforts of poor nations, has faded with the rise of the fractured global order, and has lost its attraction.  Social policies that were designed and implemented under the influence of this concept of development have also lost their sway, and we are now groping for a new way of thinking about social affairs and social policies.


The certainty over what it means to be a “developed” country, i.e. achieving a material standard of living on a par with western nations, is coming under closer scrutiny in rich countries and poor countries alike. This questioning is principally based on the negative environmental and social consequences of economic growth, and on the fact that the non-material aspects of development were overlooked – including the institutional, cultural and spiritual dimensions of human activities.  The violent resurgence of religious fundamentalism and of sharp ethnic rivalries in many parts of the globe reminds us of how important these non-material dimensions of development are.


What we might call the “development experiment” took place within a political order that prevailed for five decades, and that disappeared with the onset of the 1990s.  That order has been replaced by the uncertainties that have accompanied the transition to a fractured global order, one that is more complex and less predictable than the bipolar order of the Cold War.  As was pointed out in the previous section, the international economy is going through its most profound transformation since the industrial revolution, one that is shifting the power relationships among economic agents and one that demands new strategies, and new economic and social policies. 


At the most deeply rooted level of society and culture, the structures that over time have served to maintain the local social order are being dismantled in many parts of the world, and especially in developing countries.  An explosion of social demands and a revolution in expectations, arising in part from population growth and in part from the images and information conveyed by the mass communications media, has overwhelmed the capacity of states, markets and civil society organizations, as well as that of a broad array of traditional social institutions (family, community, ethnic group, tribe) to process and satisfy these growing demands.  At the same time, the complex set of human values and interpersonal relationships that allows communities to live together in harmony is today coming under unprecedented strain. The destabilizing impact of these changes on existing social structures is being felt all over the globe, but it is particularly evident in developing countries and in the transition economies.

Humanity in a period of transition

While these changes are shaping a new contextual backdrop for development efforts, they are all part of a broader framework of changes that pose challenges to our understanding of the very essence of the human condition, of our place in the universe, and of the long-term outlook for humanity (Sagasti, 1997a, 1997b). The first of these challenges flows from the growing appreciation of the close connection that exists between human activity and the environment.  Scientific evidence is mounting to show that it is impossible for us to continue impacting upon the environment with impunity, in the blind faith that ecosystems can somehow regenerate themselves forever.  This implies a radical change from the ideas that dominated the 18th and 19th centuries and a good part of the twentieth, and which held that human beings are the lords and masters of the earth, wielding absolute dominion and sovereignty over nature.  We are at last moving, albeit slowly, towards a vision of human beings as stewards of their ecological patrimony, of a precious heritage that must be handed down intact to future generations.


We are also beginning to understand that advances in information technology are creating a new dimension of reality -“virtual reality”, “cyberspace”- that falls somewhere between the real and concrete world that has been ours since time immemorial, and the world of abstract concepts that has also been with us for the last 2,500 years, since the ancient Greeks invented the theory.  Communication technologies are also creating new forms of human interaction, and are at the same time giving new meaning to concepts such as experience, privacy, individuality, cultural identity and governance.


Furthermore, we are becoming aware of our new capacity to bring about deliberate changes in the direction of human evolution, and the possibility of overcoming the limitations inherent in the biological and genetic makeup of individuals.  However, although science is making it possible to manipulate our biological destiny, we are far from establishing an ethical and moral basis that might serve to guide the evolution of our species.


Progress in artificial intelligence, cybernetics and robotics is now forcing us to redefine what we have always understood to be the exclusive attributes of human beings.  We are becoming ever more aware of the impact that artifacts and mechanical and electronic constructions can have on the ways we live, while at the same time the idea is gaining ground that we are launched on a process of “co-evolution” that involves humanity, nature and machines.  Processes such as natural selection, which formerly we viewed as limited to the realm of living organisms, are now applied as well to computer programs and technological systems.


Finally, new speculation about the beginning and ultimate fate of the universe, in tandem with new discoveries about the origins of life and of human beings, are serving to place earth and humanity in a cosmic context, with a history that goes back for billions of years.  In this context, the ephemeral reality of a few thousand years of human civilization stands in sharp contrast with our capacity to transcend our earthly bonds and to peer into the vastness of the cosmos that we inhabit.


All of this goes to show that humanity is in the midst of a disconcerting transition toward something that we cannot as yet clearly visualize, towards what some intellectuals refer to as the “post-modern condition”, and one author has called the “post-Baconian age”. Anthropologists and psychologists now present us with daily evidence that these transcendental changes are generating profound anxieties, lowered tolerance of uncertainty, a tendency to indulge in atavistic nostalgia, and the desire to return to the certainties of the past and to our primary loyalties.  Yet the changes in our concept of nature and of the human condition are so profound, and have come so rapidly, that it will be impossible for us to go backwards and retrace our steps to where we were just a few years ago.


The concept of development that has prevailed since the Second World War can be looked upon as the most recent (and possibly the last) reinterpretation of the western idea of “progress”, within the framework of the Baconian philosophy that is currently being experienced.  While some time may pass before we arrive at formulating a new philosophy that will be able to guide humanity’s efforts with the same force and clarity that the Baconian approach had – where the central idea was to dominate nature through knowledge, and to put it to the service of mankind – it is well to remember that we are starting out upon a long road toward the redefinition and reinterpretation of ideas such as progress and development that mankind has been accepting as a guide for human action for the last four centuries.

The evolution of the theory and practice of development


The backdrop represented by this series of changes and the transition to a post-Baconian era helps us to give some perspective to the elusive search for development over the last five decades.  Ideas on how to promote development have changed significantly over the course of the last half-century.  For example, at various times between the end of the 1940s and the early 1970s, the theory and practice of development were based on notions such as the need for heavy capital investment to launch a process of self-sustained economic growth (Paul Rosenstein-Rodin and Ragnar Narkse);  the importance of investing in human resource formation (Theodore Schultz and Hans Singer);  the value of import substitution and productive linkages (Raul Prebisch and Albert Hirschman, respectively), and the importance of moving through a series of stages towards economic takeoff (Walt W. Rostow).


Over the course of the following years, ideas such as the “unlimited supply of labor” (Arthur Lewis), “deteriorating terms of trade” (Hans Singer and Raul Prebisch), “poles of development” (François Perroux), “development planning” (P. Mahalnobis, Jan Tinbergen, et al), “circular accumulative causation” (Gunnar Myrdal), “unbalanced growth” (Albert Hirschman), “dependency theory” (Fernando Henrique Cardoso, Osvaldo Sunkel), “structural underdevelopment” and “structuralism” (Celso Furtado), “unequal exchange” (Emmanuel Aghiri), “redistribution through growth” (Hollis Chennery), “basic human needs” (Paul Streeten, Manfred Max Neef, Richard Jolly), “export-oriented industrialization” (Ann Krueger, T.N. Srinivasan), “small is beautiful” (E.F. Schumacher), “alternative development” (Marc Nerfin), “eco-development” (Ignacy Sachs, Maurice Strong), among many others, were employed in efforts to interpret the reality of developing countries, and to recommend policies to governments.


During the past twenty years, the theory and practice of development have placed a major stress on institutional and social aspects, including the reduction of poverty, the efficiency of the State, democratic governance, and conflict prevention and resolution.  The World Bank devoted its 1990 World Development Report to the topic of poverty, and that for 1991 to an assessment of development experience over the preceding forty years (World Bank, 1990, 1991). These reports highlighted a change of thrust in the concerns of international financial institutions and opened the way to proposals linked to social development, and social policies – which had earlier been shunted aside within those institutions thanks to the emphasis on structural adjustment programs during the 1980s – began to occupy a prime place in the formulation and implementation of development strategies.


The concepts of “vital opportunities” put forward by Ralph Dahrendorf (1983), and of “capacities” and “ functionings” expressed by Amartya Sen in a broad range of works (see following sections and the Annex) have gained new currency, and have led to a reformulation of development strategies, and of social policy in particular.  The concept of “sustainable human development” proposed by the United Nations Development Program (UNDP) is an attempt to integrate economic growth, social development and environmental conservation (Speth, 1994).  Sustainable human development seeks to provide all human beings, both those of today and those of tomorrow, with the same opportunities to expand and make use of their capacities to the fullest extent possible. 


On the other hand, a group of authors somewhat removed from the dominant wave of thinking about economic development has been putting forward an alternative approach, one that avoids setting specific strategies and policies at the national level and that seeks room to explore decentralized ways of wealth accumulation and distribution and of promoting development at the local and regional level (Schuldt, 1998).  They have thus called for a set of differentiated policies and strategies, which might be called “emerging”, that would be forged at the grassroots level by the actors and beneficiaries in the development process and would be more in keeping with axiological and existential needs.  No longer would prescriptions for development and social policy be linked to the prevailing patterns of accumulation underlying the development strategies and policy tenets of the dominant trends in economic thinking, but rather citizens would be given the option of designing their own strategies and policies.  This in turn implies making room for citizen participation at all levels and for the exercise of truly democratic governance, in the fullest sense of that term.  This more open and locally oriented approach to the development process is evident in some of the alternative accumulation and development schemes that have been proposed for indigenous peoples in Latin America (Gutiérrez, 1993).

What has been the outcome of this half-century of efforts to promote development in its various manifestations?  As might be expected, they have not achieved spectacular success, nor have they been total failures.  A few countries have achieved standards of living on a par with the industrialized world, within the space of a single generation (particularly in Southeast Asia), and income per capita has doubled in some countries such as Turkey, Brazil, China and South Korea in a third of the time it took to do the same a century earlier in England and the United States.  At the same time, the number of people living in poverty has increased in most parts of the world over the past two decades, inequalities of income and opportunity have become more accentuated, and the environment has suffered serious damage.

These successes, as well as the failures, have provided valuable lessons and teachings as to how best to accelerate economic growth and improve social conditions (Bezanson and Sagasti, 1995).  Beyond those aspects that relate to the importance of environmental considerations and the central role played by science and technology, perhaps one of the most significant perceptions that we have achieved during these five decades of development efforts has to do with the importance of institutional factors.


The notion of “institutions” embraces patterns of behavior, long-term social relationships, organizations and operating procedures, formal rules and regulations, and ingrained habits of interaction among individuals and groups of persons, all of which serve to shape the social fabric, articulate shared commitments, and provide a basis for collective action.  As well, the existence of solid institutions creates stability and allows us to anticipate results and consequences, which are necessary conditions for effective human action and for achieving individual and group objectives (North, 1990;  Putnam, 1993;  Stiglitz, 1995;  Eggertson, 1997).  We have also learned, particularly since the fall of the Berlin Wall, that if institutions are flexible, participatory, decentralized, pluralistic and able to embrace a diversity of opinions and points of view, they will be better able to respond adequately to the growing and rapidly changing demands of the fractured global order that characterizes our times.


As to the political dimension, the institutions associated with democratic governance have shown themselves to be more effective for channeling, processing and responding to a broad and varied range of social demands, primarily through intermediary institutions that provide a link between citizens and the centers of political power.  Moreover, a democracy that is functioning well will allow for orderly change in the exercise of political power, through regular elections, and will avoid the excessive concentration of power by establishing controls and counterweights to its exercise.  These features have made democratic governance a powerful force for maintaining peace and preventing deadly conflicts and development in general (Carnegie Commission on Preventing Deadly Conflict, 1997, DEMOS, 1997).


In the economic dimension, institutions associated with markets and with competition have shown themselves to be more effective in promoting economic growth and improving performance in many areas of human activity.  Yet societies that are capable of achieving a balance between competitive pressures on one hand and solidarity on the other will have greater prospects for enhancing living standards for all their people, and of avoiding the exclusion of the weakest and most vulnerable.  There is a strong interaction between democratic governance, economic growth, the reduction of extreme inequalities and the existence of networks of civic and social commitments, elements that combine to reduce the emergence of the “nothing to lose” syndrome that may drive certain social disadvantaged social groups to violent acts.


At the same time, most of the serious problems and challenges facing development today – for example, limiting damage to the environment, maintaining economic stability, reducing poverty and preventing deadly conflicts – are not susceptible to purely local or national solutions.  The improvement of the standard of living and the creation of opportunities for all will depend on the degree of the exchange of goods, services, knowledge and information across national frontiers.  This makes it essential to pay greater attention to the critical role played by regional and international institutions in the development process.


Since the end of the Cold War we have become aware that during most of the last half century, culture, religion and ethnic loyalties were virtually neglected in development thinking and practice.  Yet, beyond their basic needs for survival, most of humanity isguided by ethical and spiritual motives.  The values and non-material aspects of human activities play an extremely significant role in the creation and performance of institutions, and thus the success or failure of development efforts.  We have learned, as well, that cultural identities, ethnic loyalties, spiritual concerns, religious affiliation, and ethical principles can come into conflict (Ryan, 1995).  This highlights the importance of tolerance as a condition for incorporating other values and considerations of a non-material nature into the idea of development.  The paradoxical lesson from all this is that, before we can accept the diversity of value systems, we have to recognize, first, the primacy of certain universal values, such as tolerance, respect for others’ opinions, and the freedom to express different points of view.


The consequences of giving greater weight to institutional aspects and values are of great importance in the design and execution of social policies, especially in a context of widespread poverty and persistent inequalities, such as prevails in Latin America.  Some academics of the new institutionalist school of thinking, Thrainn Eggerston (1997) for example, have suggested that the processes of institutional creation and development may take a very long time, and that social resistance to the introduction of institutional reforms may have roots that extend back for several centuries.  If this were the case, we would have to adopt an even longer-term perspective for reforms to social policy, and at the same time put into effect an “institutional shock” of a democratic, open and active nature that would shake up our social, economic and political structures and facilitate the building of institutions that will lead to more equitable and humane development. Yet in calling for an “institutional shock” we are not proposing the wholesale destruction of existing institutional structures, but rather a series of inter-related changes that will make it possible to overcome the inertia of past habits and the resistance of entrenched interests, and at the same time to create new institutions, or revitalize existing ones, for expanding social capital, rebuilding mutual trust, and rekindling hope and a vision of the future. 

The challenges of the knowledge society


The third set of factors that affect the design and execution of social policies in the region relates to the impact that scientific and technological progress is having today’s world, which is entering upon what has been called the “knowledge society”.  Since the end of the Second World War, the results of scientific research and technological innovations have increasingly worked their way into all aspects of human activity, and have radically altered the relationships between people who are involved in producing and distributing knowledge, and those who devote themselves to other kinds of activities.


The output of knowledge has significantly increased during these dying days of the 20th century.  According to David Linowes (1990), from the time of Christ to the middle of the 18th century the stock of knowledge at humanity’s disposal doubled.  It doubled again within 150 years thereafter, and again in the succeeding 50 years. Today, knowledge is doubling every five years.  This means that humanity has produced much more knowledge in the last 30 years than in the previous 5000 years.  Moreover, the output of scientific and technological knowledge is of a cumulative nature, which opens up a set of almost limitless possibilities to countries, firms and social groups who know how to access this enormous accumulation of knowledge.


On the other hand, the time elapsing between scientific discoveries and the practical application has been shrinking, thereby the gap between invention and innovation has short-circuited.  Technological advances based on scientific discoveries have penetrated into every sphere of human activity, from basic industrial production to the plastic arts, and from private life to the exercise of political power.  Knowledge is being incorporated in an ever greater proportion into a broad range of goods and services, increasing their value and establishing distinctions between those products that have a high knowledge content (manufactures, information technology, modern services) and those that have a scant knowledge content (raw materials, primary products, traditional services).  The ability to store and to transfer knowledge swiftly throughout the globe has begun to reduce time differences and spatial distances, allowing us almost instantaneous access to human intellect products from the past, and those produced in other parts of the world.


These advances are changing the very nature of scientific activity, making it more complex and costly, especially at the frontiers of knowledge. It is also altering the way that technological innovation is produced – it now requires a great variety of combined inputs of all kinds, embracing capital goods, intellectual property, specialized financial services and advanced managerial techniques.  As a result, the organizational structures and practices of firms, government agencies and organizations of civil society are experiencing accelerating changes that are turning them into entities that are less hierarchical and rigid, and more decentralized, open and participatory.


As suggested before, the differences between rich and poor countries in the area of scientific and technological capacity are stark, and they overshadow any other indicator of the distance that separates these two worlds from each other.  In the first decades of the 21st century, we may find – perhaps to the great detriment of the developing world – that those who have access to the advances of science and technology – and have the capacity to absorb, use and adapt that knowledge – will be in a far better position to influence the conduct and evaluation of human affairs.  Those who do not have this capacity will be increasingly left behind, and will see their options drastically curtailed in terms of selecting their own path to development.  In this way, the imbalances of access to knowledge could rapidly become an instrument of a new kind of global apartheid.  


This is not an inevitable outcome, of course.  We have learned that, with strategic thinking and suitable policies, it is possible to create, within the space of a single generation, the capacity to import, generate, use, absorb and adapt knowledge in all its forms – including the retrieval and upgrading of traditional knowledge.  Experience in the handful of developing countries where incomes and living standards have reached rich-country levels in a relatively short period of time shows that a significant investment in education, scientific and technological research, acquisition of technology and scientific services can bridge the knowledge gap, and this has been the key to their success (World Bank, 1998b).  Moreover, while the course of advancing knowledge is heavily influenced by concepts of development based on material well-being and consumption that have prevailed for the past five decades —and that are firmly rooted in the Baconian program— there is nothing, at least in principle, to prevent knowledge creation and technological innovation from being oriented towards meeting human needs and expanding human capabilities.  This will surely be the principal challenge of the post-Baconian age.


Scientific and technological progress is creating new opportunities for social development, primarily through its impact in reducing costs and offering new ways of providing social services, the creation of new employment prospects in activities relating to information technology, and the possibility of reducing the social, economic and political handicaps that poverty represents (Mansell and When, 1998, World Bank, 1998b; Credé y Mansell, 1998).  Yet if we are to take advantage of these opportunities, as well as the adequate management of risks that are implicated, we will need to adopt a new attitude and a different mentality with respect to the design and execution of social policies.

III.
DEVELOPMENT AND SOCIAL POLICY IN LATIN AMERICA

From an “economic” to a “social” focus in development


Despite the shifts that have taken place in the notion of development over the last few decades, a clear “economist’s” bias has prevailed in the approach to government policies in Latin America.  This has amounted in practice to setting aside all those dimensions of development that were not directly related to economic growth.  Without exaggeration, we may say that people have been regarded primarily as “human resources”, whose needs must be attended to in order to maximize their contribution to economic growth.  In other words, people are treated as means towards economic progress, rather than as ends or beneficiaries of that progress.


This emphasis on reaching high rates of economic growth was clearly visible in the economic reforms associated with “structural adjustment” in most Latin American countries during the 1980s and 1990s.  Those reforms accorded a central role to the market and to competition, and sought to minimize the role of the State in economic life, in social development, and even in eminent political issues.  Efforts were made to turn the market into the one and only mechanism for allocating resources, and the final arbiter in all areas of public life, from the development of productive activities to the provision of social services.  In some cases, it was also argued that equity and participation should be understood in terms of being able to join and participate in the various markets of Latin American economies.


Yet notions that reduce equality and citizen participation – and in the most extreme cases, democracy  itself – to a question of market competition may be seen as an impediment in seeking a new focus for social policy. To assume that equity and equality are matters to be left to the market, subject to the laws of supply and demand, is implicitly to assume that the same opportunities exist for all, and that there are efficient markets with full absorptive capacity, conditions that are far from being the reality within the region (recalling the tremendous difficulties, so admirably examined by Karl Polanyi (1957), that England faced two centuries ago in bringing about national markets for goods, labor and land). Confronting the extreme inequalities that typify Latin America is and will be primarily a task for the State and for civil society, and it cannot be approached exclusively from the logic of the marketplace, above all in those cases where markets do not embrace the majority of the population nor cover all of the national territory.  


The concept of equality and equity cast only in terms of markets, especially in the labor market, competition shows up in the argument for modernization, which contains two elements: absolute priority to the individual, and modernization, understood as the consumption and possession of material goods.   To ignore the tightly woven fabric of human relationships that unfold beyond the marketplace may be viewed as an attempt to “privatize society itself”, to strap all the many dimensions of human interaction onto the Procrustean bed of market transactions, and to value their “costs” and “benefits” exclusively in monetary terms.  


Yet the function of a modern market economy requires much more than a purely individualistic strategy of “getting ahead”, which, in a context where jobs are scarce, amounts to a mechanism of “survival by the fittest”. Under these circumstances, the prospects are slim indeed that an individual will be able to find a suitable place in the social division of labor, and in this way gain access to a share of the social product, while at the same time retaining his self-esteem and realizing his creative potential. To function properly, the marketplace needs to be enmeshed in a set of medium- and long-term social relationships that go well beyond the kind of self-centered individualism that seeks to maximize advantages and benefits over the short term, without any heed to the fate of others.  Trust, cooperation, solidarity, the peaceful resolution of disputes, and respect for commitments, among other aspects of social relations – those to which the notion of “social capital” refers – are essential to the proper functioning of an efficient market economy that can accumulate wealth on a sustainable basis.

Economic growth and human development


Given the stress that the concept of development has placed on  production, consumption and the availability of material goods throughout the course of the last three decades, it is hardly surprising that Gross Domestic Product (GDP), which measures all the goods and services a country produces, has been taken as the main indicator of economic and social progress.  Nevertheless, questions have been raised on a number of scores about the correlation between human welfare and the growth of  (GDP). One of these critiques refers to the shortcomings in the way GDP is calculated: this is the yardstick by which the degree of development is generally measured, and it fails to take into account a whole series of factors that affect the quality of life of a country’s inhabitants now and in the future, for example, the use of non-renewable natural resources and the destruction of natural resources that could be managed on a renewable basis.  


Another criticism refers to the issue of equity, noting that rapid economic growth is not necessarily accompanied by a better distribution of incomes, and in many cases has sharpened income inequalities.  This suggests the need to revise the conventional idea, widely accepted in many political circles, that what is needed to is to “create first and distribute afterwards”.  A third critique concerns the relationship between economic growth and living conditions, given that welfare indicators, such as life expectancy at birth or nutritional levels, do not always improve proportionately with increases in income and in economic growth.  In light of these doubts, greater attention is now being directed at constructing development indicators that will better reflect such aspects as environmental sustainability, equity and the satisfaction of basic human needs.


While it is essential to recognize that economic growth is necessary in order to improve the quality of life, it is also clear that people are in need of something more than material well-being in order to realize their full potential.  Human beings seek to enrich their lives, in the sense of giving fulfillment over time to a multiplicity of dimensions and finding a place in society that will determine what an individual “is” and will allow him to define his own personality.  This personal realization involves, as well, aspects such as social recognition and the respect of one’s fellow mankind, the right to affection and love, the chance to affirm individual and collective identity, and the attainment of an adequate level of self-esteem.  These aspects form part of what we mean by “social” in its broadest sense, and they have to a large extent been ignored by development policies cast in the purely economic mold.


A significant step towards a broader and more comprehensive approach to personal development has been the UNDP’s adoption of the “Human Development Index” as an indicator of its new vision of development.  With this indicator, which includes economic income among its components, but which gives equal weight to life expectancy at birth and to education levels for measuring human development, the UNDP has been trying, through its annual reports since 1990, to impart a broader but still simple vision of human development that would transcend the economist’s strict view of the process.  In fact, the 1997 Human Development Report (UNDP, 1997) draws a clear distinction between “human poverty”, as the product of “basic lack of options and opportunities”, and “income poverty”, stressing that these “do not always go together”.  In its 1996 report, the UNDP had already put forward the idea that “people also value certain benefits that are less material.  These include, for example, freedom of movement and expression, and freedom from oppression, violence and exploitation”.  Human beings have aspirations – such as a “purpose in life”, social cohesiveness, the right to express their traditions and culture - that cannot be readily reduced to economic terms. The UNDP has also developed two supplementary indices of “human poverty” and of “human and gender development” that come closer to measuring development in a way that is more in keeping with the broader conception of what “social” progress means.


The need for an integrated approach that treats social issues along with other aspects of development, in particular economic policies, is reflected forthrightly in the Declaration and Plan of Action of the World Summit for Social Development, held in Copenhagen in 1995.  According to the United Nations Research Institute for Social Development (UNRISD), the agreements reached among UN member countries at that summit identify social objectives as central aspects of public policies at all levels (UNRISD, Web Page, 1998).  Among the Summit’s recommendations the following stand out:

· Economic policy issues must be analyzed from the viewpoint of their social impact.

· Unpaid productive work, such as child care, must be included in the concept of freely elected productive employment.

· The concept of poverty needs to be broadened to include lack of access to basic services and amenities, lack of security, and exclusion from participation in the life of the community.

· Discrimination and social inequality are significant facets of poverty, and reducing poverty is intimately linked with the reduction of inequalities.

· Poverty, exclusion, and unemployment and underemployment affect all countries; these problems must not be viewed in isolation, or in simplistic terms of the distinctions between North and South.

· There is no single model for social and economic policies that can be applied universally and uniformly.

· Participation in civil society is essential for putting into practice the Program of Action and the recommendations reached at the Summit.


From this broader perceptive, which is beginning to be shared throughout the international community, we need to treat human beings as ends in themselves for the development process, and pay attention to all of the various dimensions of individuals, not merely their role as economic agents.  Moreover, when it comes to widely heterogeneous countries (such as the majority of Latin American nations), differences in places of habitation, health and education conditions, gender and age, among many other dimensions, will determine the quality of life as much as, or more than, levels of income.


Although these ideas are gaining ground as the century draws to a close, there is still an economist’s bias apparent in the way development policies are designed and implemented.  Economic and financial globalization, which imposes harsh disciplines on government macroeconomic behavior, has helped to keep non-economic criteria in the background in the process of policy formulation. For example, priority is still given to fiscal discipline and reducing public spending in order to maintain capital flows, rather than to increasing social spending.  The economic bias in what we might call the “Realpolitik” of development tends to generate, in practice, a distorted image of human needs and rights, even when it is accepted in principle, and in public declarations, that enhancing the well-being of humanity is the primary goal of development policies.

Towards the integration of social and development policies


Taking into account the economist’s perspective that views development as economic growth, increased productivity or rising incomes, we can identify a second focus, one that diverges from said outlook and sees development as meeting basic human needs.  A third point of view, a more recent and a broader one, focuses on the human being himself and considers development as a process of expanding human capabilities.  From this latter perspective, the availability of and access to goods and services, which are central aspects of the previous approaches, are regarded as instruments or as intermediate objectives.  Although no one will deny that economic growth is a key factor in development, this point of view – associated primarily with the contributions of Amartya Sen (see Annex), who was awarded the Nobel prize in economics in 1998 for reintroducing ethical considerations into economic theory and policies - places the stress on enriching human life in ways that are not exclusively linked to increasing the output of goods and services.  In this light, development should be measured in terms of expanding the range of lifestyles from which persons or groups are in fact free to choose. 


The complete development of the human personality, defined in terms of a broad range of capacities and needs, thus becomes the central objective of social policies.  This implies recognition, not only in principle but in practice as well, that there are factors determining the quality of human life that do not belong to the economic sphere.  For example, some of the factors underlying the persistence of poverty and inequalities are the results of political and social exclusion (discrimination, lack of channels of expression, limitations on the exercise of citizenship, abuse of power) that are not necessarily related with differences in income or access to material goods.


A fundamental step towards a new social policy focus is to begin looking at the social and economic spheres in a more integrated way.  Economic, environmental, cultural and other policies must constantly be re-examined in light of their impact on social aspects, and their implicit social policy content.  By way of example, if we are going to force the public and private sector to prepare environmental impact assessments as a prerequisite for approval of an investment project or for introducing a government policy, we might at the same time impose the need for a “social impact assessment” to examine the suitability of public and private programs and initiatives.  By taking an integral view of development, we could move away from the distinction between social policies and other government policies, and so come to speak simply of “development policies”, or of “social and development policies”.


Finally, bearing in mind that state development policies affect only some of the factors that define the quality of life, and that both the private sector and organizations of civil society play an important role in determining the level of an individual’s welfare, by integrating the social with the economic, development policies are no longer seen as a matter for the exclusive jurisdiction of the State.  Both the private sector and organizations of civil society must take an active role in formulating proposals and executing social and development policies.

Social policy in Latin America


When viewed against this backdrop, is not surprising that social policies in countries of the region since the fifties have been heavily influenced by an economist’s view of development. Furthermore, the post-war rise of the welfare state in industrialized countries helped give shape to what we may call a “conventional focus” for social policy. With some differences in degree and with major shortcomings in most countries of the region (with the partial exception of Uruguay, Costa Rica and Chile), social policies have remained isolated from "economics" and are directed towards providing universal basic social services by the State, in an attempt to replicate European schemes without taking such steps such as unemployment insurance that were beyond the region’s reach for fiscal reasons (Franco, 1996;  Mauras and Minujin, 1998).


What we might call the conventional approach to social policy was prevalent in the region up to the mid 1980s and the early 1990s, when a series of transformations were launched that are still underway in most countries of Latin America.  This approach focuses on state participation in the design, financing and execution of social policies, and is typified by centralism, a standardized offer of services, and a pretense at universality in the provision of education, health, nutrition, family planning and sanitation services.  On the basis of the regional experience, the principal beneficiaries of this approach have been the middle and lower-middle classes, and the more organized and better-informed social groupings.


The limits of this conventional approach to social policy began to become apparent when demographic growth became explosive in the 1970s, and they became fully evident during the economic and financial crisis of the 1980s – the “lost decade” for Latin America.  Falling economic growth, persistent macro economical imbalances (inflation, fiscal deficits, foreign debt), declining public and private investment, and a public sector weakened by falling fiscal revenues made it impossible to deal with rising social demands in a full and effective manner.  The result was the notable growth in the number of Latin Americans living in poverty, rising unemployment and underemployment, and deterioration in the provision of basic social services.


In the face of this situation, during the 1990s, a growing awareness that the conventional focus of social policy suffered from a series of shortcomings and limitations has been seen that made it incapable of responding to the challenges of rising social demands and the clamor for equity in the region.  Among the most frequent questions raised against this focus, we may point to those mentioned in Table 2.


While economic reforms associated with the structural adjustment process in Latin America have inspired some serious thinking about the nature of social policies, in practice the typical features of the conventional approach still remain.  The social aspects of development continue to be dealt with largely in an independent way, in isolation from economic policy and other development policies. Social policy focuses on two primary objectives: the provision of basic social services, and the struggle against poverty, and the coordination between their objectives and their components is deficient.  The State continues to be the virtually exclusive player in social policy and, despite a number of attempts at decentralization, the public apparatus in this area is dominated by a vertical scheme of ministries that often leads to a social policy composed of a series of watertight compartments.


A number of changes in the social policy process, deriving principally from efforts to reform the public sector, shifts in the concept of development, and a growing awareness of the limitations of the conventional approach, among other things, are now pointing in the direction of greater citizen participation in the design, execution and evaluation of social policies. This has led to a greater degree of interaction between the State, the private sector, non-governmental organizations, grassroots movements and families, with a view to ensuring that social policies are brought more closely into line with the needs of their users and beneficiaries.  Public entities and international organizations, for their part, are beginning to place stress on efficiency, on decentralization and on adjusting social services in light of the diversity of public demands, abandoning the universality of supply that was the centerpiece of the conventional approach, and attempting to target specific groups for the provision of certain services, in particular those aimed at reducing poverty.  Table 4 summarizes the characteristics of the conventional approach and the “process changes” that have occurred.


Besides reflecting current conditions in the region, these process changes in social policy have been influenced by the ideas expounded by the UNDP and by the conclusions of the World Summit for Social Development that took place in Copenhagen in 1995.  Some of these ideas have been gathered and transplanted in the Latin American context by the presidential summits that have been held in this region throughout the 1990s. 


In fact, social development was one of the central themes dealt with in the 1994 Summit of the Americas held in Miami, and at the 1996 Summit on Sustainable Development in Santa Cruz de la Sierra, both of which underlined the concern to integrate social issues more closely with other aspects of development.  This can clearly be seen in the declaration of the heads of delegation at the 1997 meeting of the OAS Council for Integral Development, which stated as follows:

“Economic growth is an essential but insufficient factor in enhancing the quality of life, overcoming poverty, and eliminating discrimination and social exclusion. Experience in the region demonstrates that it is also necessary for such growth to be geared toward promoting economic development with equity and social justice, and to be accompanied by the implementation of universal and selective social policies. As for the thrust of economic growth, it should be driven by the public, private, and social sectors and underpinned by criteria, strategies, and policies that generate sustainable conditions for well-remunerated, decent jobs and steady income that are conducive to higher productivity and the equitable distribution of income. Similarly, it is important to take into account the new challenges and opportunities of economic globalization and to adopt policies for economic stability that can promote integral and sustainable development and overcome poverty and social exclusion.

....

Social and economic development must be seen as parts of the same process and viewed in an overall, coherent fashion. In this connection, a focus on economic growth is compatible with the quest for greater social equity, and there can be strong ties and mutual reinforcement between the two factors.”  (Organization of American States, Web Page, 1998)

All of this points, at least in terms of declarations of senior government officials from the region, to the intention to continue moving in the direction of integrating social concerns with other aspects of development policies, as can be appreciated from the description of “process changes".
Table 2
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1. The primary, but not the only, actor in the social policy field is the State, and this leaves little space – if any, since the State often blocks it – for the private sector as such, or for organizations of civil society.

2. State actions reflect their ministerial and institutional structure, which implies both vertical decision making and compartmentalization that often results in contradictory policies and duplication of efforts in many social fields

3. The various “social” aspects and dimensions are dealt with in isolation from other government policies, in particular macroeconomic policy.

4. Social policies frequently attempt to soften the impact of economic stabilization and adjustment measures.  While such palliative measures may at times be essential, they often make little contribution to raising living standards for the poorest segments of society in a sustained and meaningful way.

5. Economic policies do not always take into account their contradictory effects on social issues, and the fact that some economic measures, if properly conceived, may do more, directly or indirectly, to promote social development than “social policy” itself.

6. The areas covered by social policy are not clearly defined and actions taken from a compartmentalized perspective often run afoul of each other.  There is no clear awareness of the various mechanisms that might strengthen social policy by integrating actions in various social areas simultaneously.

7. Social measures generally fail to take into account national, regional and local peculiarities of the country in question, but are designed at the national or even supranational scale by national or international agencies in search of single, universally valid schemes and policies (including specific actions).

8. Social measures generally are adopted in a paternalistic way, instead of empowering or making use of available local capacities.  In practice this can generate a passive and lazy attitude on the part of beneficiaries and users.

9. Many specific actions in the social policy area are taken in response to temporary or political needs that do not necessarily coincide with urgent short-term needs or with the longer-term views and expectations of most of the people affected.
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Table 4

The Conventional Focus and Process Changes in Social Policy

Dimension
Conventional focus
Process changes

Institutional and organizational structure
· Dominated by the State, with very limited room for the private sector and civil society

· Centralization

· Vertical: ministries, agencies and programs act in isolation
· State predominates, but more room for the private sector and civil society

· Decentralization

· Greater coordination among ministries, agencies, programs and services

Operating criteria
· Homogeneous supply of services and social programs

· Generalized coverage with standard services and programs

· Beneficiaries and users have no involvement or choice (“the government knows best”)

· Private sector offers better quality of service, but at higher cost and more limited coverage
· Differentiation in supply of social services and programs

· Generalized coverage but adapted to local conditions

· Greater participation by users and beneficiaries in design and execution of social programs, limited user choice of  services

· Partnerships between the public sector, the private sector and civil society to improve the quality of services at moderate cost.

Financial aspects
· Financing comes almost entirely from the State budget

· Resource allocation is centralized, according to administrative criteria

· No differentiation by capacity of users to pay
· Financing is largely from the State, supplemented with co-financing

· Decentralized allocation with social impact criteria

· Differentiation according to the user’s capacity to pay.

Source:  adapted from Franco (1996) and Mauras and Minujin (1998)

 A brief review of social policies in Latin America


The conventional focus of social policy and process changes embraces three broad kinds of government action: the provision of basic social services (education, health, nutrition, sanitation, social security), generating employment, and combating poverty.  In each of these fields, we can detect partial advances that, nonetheless, are inadequate to the challenges that still remain.


While Latin American indicators of social progress in terms of health, education, nutrition, population, and sanitation have improved significantly in recent decades, they have fallen short of expectations, given the region's income levels.  At present, it is thought that social services, because of their limited coverage and their quality shortcomings, are a contributing factor in the failure of social progress to advance at the same pace as economic growth. Those social service systems reflect, to a large extent, the characteristics of a conventional, statist and centralist approach to social policy.


The shortcomings of social services with respect to quality, coverage and access have a disproportionate effect on the poorest people, and in particular on minority and indigenous groups.  The enormous variations in health and education indicators within many countries of the region point to a glaring disparity between rural and urban access to social services, and between the quality of public and private services.  Both in education and in health, some major indicators show a sizable gap between observed results and what would be expected according to the levels of the region’s income per capita.  In education, while we would expect to see seven years as the average length of schooling, we find only 5.2 years.  In health, the observed infant mortality rate of 47 per 1,000 births is higher than the expected 39, and life expectancy is two and a half years short of what would be expected. (Inter-American Development Bank, 1996).


In education, significant progress has been made in areas such as literacy (which has risen from 50% in 1950 to 85% in 1990) and in access for women to the various levels of education (that at the beginning of the nineties represent more than 50% of all students), as well is in the nearly universal coverage now attained in primary schooling.  Nevertheless, there are deficiencies, such as in repetition and dropout rates, which are among the highest in the world (Psacharaopoulos et al, 1997), and other indicators related to illiteracy (which still afflicts 15% of the population), coverage at the secondary school level, and the lack of 

properly trained and paid teaching personnel.  A general consensus exists on the three major aspects of education in the region that are in need of reforms:  the low efficiency of education systems, the poor quality of education offered in the public schools, and the lack of equity in the provision of education services.  (Sander, 1996; Burki and Perry, 1997).


In health, the major advances show up in data on life expectancy at birth, which rose from 49 to 70 years over the period from 1950 to 1990.  However, neither the access to basic health services nor child vaccinations against transmittable diseases have become universal in the region. Similarly, it should be noted that, in 1995, more than a quarter of the population lacked access to safe drinking water, and 43% had no access to proper sanitation services (World Bank, 1998a).  In addition to the shortfall in the coverage of basic health and sanitation services, there is a great qualitative difference between the health services that poor people have access to (which are mainly public services) and those available to higher income groups.  Although the rate of child malnutrition for the region, which stood at 11% for the period 1985-1995, is well below that in other parts of the developing world, the situation varies considerably from country to country, and even within the same country.  For example, child malnutrition rates in Guatemala or Haiti are similar to those for African and South Asian countries, and similar situations exist in the rural zones of Bolivia and Peru.


Poverty has continued to afflict a significant portion of Latin Americans in the 1990s – 39% in 1994 – and more than half of the population in countries such as Peru, Guatemala and Haiti (ECLAC, 1997).  In such cases, a good part of social policy spending has been devoted to social assistance funds and other mechanisms for the benefit of the poorest segments of society, and have been targeted above all at providing food, basic health services and employment generation (Graham, 1994).  Since the mid 1980s, more than 60 anti-poverty funds or programs have been set up in 18 countries in the region, many of which are still in operation today (ECLAC, 1994).  Despite economic growth in recent years, and the variety of tools that have been introduced in order to supplement basic social spending, to reduce the social impact of adjustment measures, and to target the fight against poverty, the proportion of people living in poverty in 1995 was even higher than that recorded in 1980.  Similarly, the absolute number of poor people in 1995 was without precedent in the history of Latin America, and amounted to more than 150 million.


During the 1990s there has in fact been a quantitative and qualitative deterioration in the employment situation in Latin America (International Labour Organisation, 1997).  In quantitative terms, despite the significant economic growth that has occurred in most of the region’s countries, the unemployment rate was greater in 1997 than it was in 1990, wages showed no significant increase, and inequality in the distribution of income from labor rose.  Jobs have been created primarily in the informal sector: 85 of every 100 new working positions generated between 1990 and 1996 have been informal (including jobs in microenterprises, independent workers, personal services, street vendors, temporary work).  In this sector, incomes and productivity are generally well below those in the formal modern sector, working conditions are precarious and unstable, and workers have virtually no protection (no health insurance, no social security).


On the other hand, in the modern sector new employment opportunities have been generated primarily by the private sector, and a significant proportion of those have been in the form of temporary jobs.  Similarly, employment has been shifting from the goods producing toward sectors that provide services, where nine out of every ten new formal jobs were created in the region between 1990 and 1996, and where most workers are now engaged.  It should be added that wages in the services sector are lower than those in the goods producing sector.


The conventional focus of social policy holds that people gain access to the goods and services essential to their survival and their personal development through the income they receive from work, and for this reason, employment plays a key role in social development.  Despite economic growth, the persistence of unemployment in the region (at around 10% of the labor force in the last decades) and the magnitude of underemployment (more than 70% of the workforce in countries like Peru), suggest the need to design new institutional mechanisms so that the entire population can have access to a minimum level of goods and services that are necessary to live with a modicum of dignity.  During the 1990s, there has in fact been a quantitative and qualitative deterioration in the employment situation in Latin America.


All of this paints an alarming picture of social conditions in Latin America on the eve of a new century and new millenium.  It is doubtful that the conventional approach to social policy, even with the process changes that have occurred, will be able to make any swift or significant improvement in this picture over the next two or three decades.  For this reason, it is imperative to explore new options and approaches for social and development policies in Latin America.

IV.
TOWARD A NEW FOCUS FOR SOCIAL AND DEVELOPMENT POLICY IN             LATIN AMERICA


The previous sections have stressed the need to consider equity and social integration as priority objectives for Latin American development in the first decades of 21st century. They have highlighted the challenges confronting social development in Latin America, as a result of globalization, changes in the concept of development, and the transition to a knowledge society, and have shown how social development ideas and practice have been evolving in the region. From this perspective, an adequate response to the challenge facing us at the dawn of a new century and a new millenium requires new conceptual schemes that go well beyond the conventional approach and mere changes of process.


It will take time to articulate a satisfactory new focus to social policy and development, primarily because it will be necessary to experiment with new ideas in practice, and to learn from experience. As a contribution to discussion of these issues, this section suggests some new principles and elements for a new approach to social and development policy in Latin America.

Five  principles for a new approach to social policy


The major propositions set out in the previous sections can be summarized in five principles for guiding the search for a new approach to social policy and development in Latin America – equity, integration, differentiation, internationalization, pluralism, and social learning -  which are provided here with a brief elaboration and discussion.

First principle: Equity



 Equity, which will ensure a standard of living compatible with human dignity                         for all, and complete development of the human personality must be the                                 central objectives of social and development policies in Latin America for                            the first decades of the 21st century.


Following the “lost decade” of the 1980s, during which income inequalities increased (Psacharopoulos et al., 1997), equity, meeting basic needs, and developing human capacities have during the 1990s come to occupy a place of priority in the concerns of Latin American political leaders, and this priority must be accentuated and reinforced in the first decades of the 21st century. 


Reducing income inequalities is not just a social objective in itself: it has a positive impact on economic growth as well.  Recent research has shown that a more equitable and active distribution of income is related to higher rates of economic growth (Bowman, 1997; Birdsall, 1998). This contradicts the assertions that Nicholas Kaldor and Simon Kuznets made more than 40 years ago, when they claimed that income concentration is needed in order to achieve high savings levels, to finance investment and to promote growth, and that income inequalities will first rise sharply and then decline as economic growth prompts workers to move from low-productivity sectors into sectors where they can be more productive (Birdsall, Ross and Sabot, 1995). 


In examining the issue of equity, a key requirement is to consider what should be a reasonable and tolerable degree of socioeconomic inequality. The perception of what constitutes a “reasonable” level of inequality will vary from country to country (and also within any country), and will be influenced by values, expectations and cultural factors, as well as by the availability of a minimum supply of material goods, and by institutional structures that may facilitate or impede socioeconomic mobility.  In turn, this brings us to consider issues such as the appropriate balance between individual initiative and social solidarity.  Competitive pressures and the chance to improve one’s own situation in life are powerful motivating forces, but if they are not properly regulated they will inevitably lead to growing socioeconomic disparities, which may become excessive and undermine social cohesiveness.

On the other hand, democratic stability is intimately linked to equity, through a complex series of cause and effect relationships, which means that democratic practices – citizen participation, transparency in the exercise of political power, the balance of powers, political accountability, among others – will help to improve equity and this, in turn, will help to consolidate democracy.  As Terry Karl has noted, “democracies where income inequality is especially high are notoriously unstable.  It is difficult to create or maintain democratic institutions in a society that is deeply divided by income and wealth.” (Karl, 1997, p. 9).


Sen called attention to the fact that it is not enough to call for equity and equality, unless we can answer the question of “equality for whom?” (Sen, 1992).  This is particularly true when considering not only the diversity in the status of living, but also the intrinsic diversity of human beings (differences in gender, age, physical and mental abilities, value systems, cultural identities, among others), and not just the diversity of living conditions. And it means that we must define a minimum set of capabilities or functions that allow a person to lead the lifestyle he desires, and that will meet basic needs to the point where every person can live in a manner consistent with human dignity (see UNDP, 1998 and the Annex, with the contributions of Sen and Max-Neef).  However, given the diversity of individuals, it is important to ensure that this diversity does not translate into institutional inequalities, as can happen when we discriminate on the basis of gender, age or race.  

Efforts to achieve equity bring us naturally enough to highlight the role played by the family and by inter-gender relations in the development of human capacities.  The first years of life largely determine a child’s prospects for physical, emotional and intellectual development in later life.  This is the stage of life that defines the structure and level of the basic abilities that will allow human beings to comport themselves more or less successfully throughout their lives (Dasgupta, 1993).  This fact implies paying attention to family-based strategies of child support as part of social policy, with a focus on such aspects as encouraging responsible paternity (above all in light of the great number of poor households headed by women), designing measures to promote the sharing of child-rearing tasks between parents (and other family members), implementing policies to avoid discrimination against pregnant women and against the mothers and fathers of young children in the labor market (Kaluf and Maurás, 1998).


Hence, the first guiding principle for social and development policies in Latin America tells us that these must pursue a triple objective:  (i) to guarantee satisfaction of a minimum set of needs, and the possibility to acquire the abilities that allow life to be lived fully by everyone, (ii) to reduce extreme inequalities of all types, and in particular inequalities of capacities, that threaten to destroy social cohesiveness in our countries, and that can degenerate into violence; and (iii) to promote the complete development of the human personality in all its dimensions, including those that lie outside the economic and material sphere.

   Second principle: Integration                        

                             Social policy must take full account of other aspects of development, in  particular the exercise of political and economic power, and it must also encompass measures to encourage citizens to exercise their rights to the full. 


The preceding sections have stressed the need to adopt a comprehensive view of social and development policy.  Expanding on these ideas, when we speak of integrating social policy with other development policies, we must remember that “social” may refer to:  (i) an interest in the well-being of individuals and communities, as opposed to particular or private interest, (ii) a kind of unpaid activity that is not part of the world of economic transactions (philanthropy, cooperation, solidarity, the social function of a business), (iii) a kind of rationality that is different from economic rationality (generating profits) or political rationality (exercising power), (iv) the results or consequences of activities in the political and economic spheres (freedom-oppression, equality-inequality, employment-unemployment, wealth-poverty, inclusion-exclusion), and (v) a type of public policy that promotes the well-being of people, considered individually or as groups, where the determinants of this well-being do not depend on actions that they may undertake on their own, but rather require intervention by society as a whole, and by the State.


The conventional approach to social policy relates primarily to the last of these aspects.  A broader perspective that considers people, whether individually or in groups, as the “ends” of development must also take into account the first four meanings of “social”.  These go well beyond the idea of regarding people merely as the “object” of social services, of measures to create employment and raise living standards, and of programs for reducing poverty.  Moreover, a new view of social policy would understand “social” in its broadest sense, as the “social question” or the ”human condition”, i.e. as a matter of co-existence between human beings and the search for meaning in our very existence.


A new focus must reject the notion that a development strategy can be defined solely on the basis of economic considerations, and that social policies are something of secondary importance that can safely be added later (Emmerij, 1995).  What is needed is to integrate the social, political, economic, environmental, and cultural aspects of human life, among others, and to recognize that policies in other areas of development have an implicit social policy content that may neutralize efforts directed explicitly at improving human well-being. For example, when we look at the exercise of power in its broadest sense, we see that any relationship of power between human beings has a social character, and any social relationship includes aspects of hierarchy and authority, and the capacity to influence the lives of others.  A power relationship determines behavior, confers social status, and influences the perception that people have of themselves.  Considering that the quality of life depends on such behavior, status and perceptions, it is impossible to separate power relationships from social and development policies  (Iguíñiz, 1998b).


Similarly, we cannot divorce economics from politics.  It has been argued against the division of the legal world into private law (property) and public law (sovereignty) that ownership over things brings with it domination over people.  This was certainly the case in the medieval world, when ownership of the land was inevitably accompanied by the obligation of those who lived on it to provide service.  The possession of things that others need – the very essence of the trading economy – creates in many cases a relationship of authority and domination between the person who owns things and the person who needs them, and for which the economic relationships cannot be divorced from hierarchical relationships.  This can be seen clearly in social policy:  public or private ownership of things that are essential to life and to the development of human capacities establishes various relationships of authority, domination and dependency, which may be expressed in an open or more subtle matter.  Perhaps the best known manifestation of these asymmetrical relationships between political power, economic power and social policy is clientelismo, as it is known in Latin America, or the patronage system, where those in power seek to curry political support from their constituents in return for services, subsidies, sinecures, or other favors intimately connected in many cases with the provision of the most basic and essential means of life.


For these reasons, a new approach to social policy will need to minimize the importance of power relationships in deciding questions of social development, and in particular those aimed at reducing inequalities and providing a minimum standard of goods and services, in quantity as well as quality, that guarantee a standard of living that is compatible with human dignity. This implies promoting and instituting a culture of citizen rights, for current generations as well as future ones, as well as, establishing institutional mechanisms for regulating the exercise of political power and preventing it from being used for purposes at odds with those of social development.  It has recently been suggested that the concept of “public emancipation” should replace that of “public assistance” in the approach to building citizenship, so as to highlight the distinction between citizens who are fully aware of, and who exercise, their rights and duties, and people who remain as passive subjects to whom social policies are “applied” or “directed” (Mauras and Minujin, 1998).

   Third principal: Differentiation 

                             Social and development policies must be differentiated as to the level at which they are designed and executed (national, regional, local) and as to the characteristics of those to whom they are directed (gender, age, ethnic group, income) ), seeking thereby a balance between the minimum, universal requisites for satisfying basic needs and building capabilities, and the diversity of ways in which those requisites can be provided. 

Human beings develop in a number of spheres - personality, family, local-community, society, nation and world - that are mutually conditioned and that combine in highly complex ways to determine the results of all human activity (Schuldt, 1995).  These five areas may be regarded as the spaces in which the various manifestations of development can be appreciated.  On a personal level, the development process seeks to satisfy human needs in order to realize the potential of individuals and family members, and to instill a sense of citizenship.  In a somewhat broader space, that of communities and localities, it is a question of providing options by developing local productive capacities, while at the same time reaffirming the sense of cultural identity that will foster individual self-esteem and reduce uncertainty. 

In the third sphere, still broader, development manifests itself in the creation, consolidation and expansion of social entities of all kinds – associations, companies, agencies, government bodies, and so on – the activities of which extend well beyond a particular locality.  In the fourth place, we have the nation state, which is the principal sphere in which political and macroeconomic processes unfold, and within which the demands arising from the three previous levels are processed and articulated.  Finally, we have the international or world sphere, the characteristics of which we examined in the second part of this essay, and which provides the scenario where the human activity associated with the other levels is not only carried out, but also molded and conditioned.

An approach to social and development policy must take into account all these levels, and must design policy measures appropriate for each of them.  In practice, however, bearing in mind the bias inherent in the conventional approach to social policy, which has focussed almost exclusively on the national sphere, we need to place much more emphasis on the community or local level, where it is possible to attend to the wide diversity of personal and group situations in satisfying needs and in developing abilities. This leads us directly to the issue of decentralizing social and development policy, and to the need for citizen participation in all aspects of this new social and development policy.  In this sphere we can visualize the inclusion of productive initiatives, educational programs, health services, cultural activities, technological development, care for the environment and sustainable use of local resources, in order to complement (and even partially replace) the conventional focus on providing social services, promoting employment and reducing poverty through reliance on the central government.  Moreover, it is possible at the local level to take into account  the  differences in gender, age, ethnic group, degree of poverty, geographic location and other intrinsic and circumstantial characteristics that make up the diversity of social groups, something that is very difficult to do in more broadly dimensioned spheres. 

Nevertheless, to stress the importance of the community or location is not to suggest that we should in any way downplay the responsibility of the central government to establish minimum requisites and adopt measures for the provision of basic social services.  Social and development policies at the national level must ensure that the entire population has access to an adequate health services, education, nutrition and sanitation, among others. Taking into account the social characteristics of the local situation must not lead to a reduction in the quality or coverage of social services and other measures for promoting the full development of the individual.


Finally, while we cannot hope to transform the community or locality overnight into the central player in the development process, it is essential that the national authorities should promote and support the strengthening of these spheres of human action.  We must move beyond a passive role for the central government that is limited to simply acknowledging the different circumstances of various social groups, and must try to design an active social policy that will incorporate the diversity of users and beneficiaries as one of its central principles.
Fourth  principle: Internationalization  

                       Social and development policy must take into explicit account the                                          international dimension in the context of the fractured global order, so as to                          create international conditions appropriate for meeting human needs, for                              promoting individual development, and for ensuring equity among nations                            and  within them. 
The shifting international context, and the rise of the fractured global order, mean that we need to take the international dimension explicitly into account in the design and implementation of social and development policies.  In the first place, given the role that international technical and financial cooperation has played in Latin America’s social development over recent decades, there is a need to design a strategy for building ties with international financial institutions and bilateral cooperation agencies, both to obtain technical assistance and exchange experiences, and to help finance measures for implementing a new focus for social policy.  This is particularly important today, since both the World Bank and the Inter-American development Bank have decided to give priority to the social sectors in their lending over the coming decade.  Moreover, in recent years these two international financial institutions have been stressing the importance of reducing inequalities in the region, and they have shown that economic growth and equality go hand in hand. (Inter-American Development Bank, 1998; Burki and Perry, 1996; Birdsall, Ross and Sabot, 1995).

One of the most important aspects of the international dimension to social policy has to do with the fiscal impact of the process of financial globalization.  As noted in the second part of this paper, the extreme mobility of financial capital has placed limits on the ability to tax the earnings from capital, has shifted the burden of taxation onto labor incomes, and has reduced the availability of fiscal resources for maintaining social cohesion.  This situation points to the need to harmonize tax policies among countries in the region, and to avoid “competitive tax cutting” whereby each country seeks to attract foreign capital by constantly reducing taxes on profits and other items related to the return on capital.  Moreover, joint positions and coordinated action are needed in international forums to establish reasonably uniform rules of the game when it comes to taxation.  Echoing a proposal by Vito Tanzi, Chief of the Public Finance Department of the International Monetary Fund, Ethan Kapstein (1998) has suggested that a “World Tax Authority,” be set up with the purpose of setting international standards on what should be the minimum acceptable level of capital taxation, while leaving open the possibility of introducing additional taxes at the national level for countries that have the capacity to do so.   This is an topic that should be included in the  that foreign policy agenda of Latin American countries.


More complicated and more controversial, but no less important, is the issue of international mobility for workers.  Despite low rates of population growth and the need to bolster their labor forces, most rich countries maintain immigration and labor policies that pose serious obstacles to workers from developing countries.  Yet the practical difficulties of implementing and enforcing such policies has created, above all in the United States and in Europe, a labor market for illegal immigrants who work under precarious conditions bordering on exploitation.  Barriers to labor mobility contrast sharply with the freedom of capital flows, and suggest that it is time to overcome the taboo against discussing labor market liberalization.  Furthermore, some of the selective immigration policies of rich countries have been designed to attract highly qualified professionals from poor countries, many of whom have been trained in state-financed education systems.  Although many of these immigrants continue to send part of their earnings back to their families in the home country, this kind of selective migration can be regarded as a subsidy from poor countries to rich ones, and one that calls for some kind of financial compensation mechanism to offset the so-called “brain drain”. 

Similarly, it is no longer possible to delink the international liberalization of labor markets from the increasingly frequent accusations of “social dumping” that are invoked to protect business in rich countries against imports from developing countries.  While many of these accusations are well-founded, and some exported goods are manufactured under deplorable working conditions where children and elderly people labor at poverty-level wages, such charges can readily be turned into arguments for a new form of protectionism, especially to the extent that what might appear more-or-less reasonable working conditions for a poor country may look like exploitation from the viewpoint of a rich country.  Using the social dumping argument, while at the same time restricting immigration, is to say the least glaringly inconsistent.  While the liberalization of labor markets might involve some sacrifices for workers in rich countries, it would help to equalize working conditions among countries and to put an end to the problem of social dumping. 

Looked at from the social perspective in its broadest meaning, international migration and labor market liberalization are ways of expanding the possibilities for industrial development that would mean the right to seek better opportunities in any part of the world, thus helping to turn our planet into a true “global village”.  The contradictions between the mobility accorded to capital, to knowledge, to information and to the communications media, on one hand, and the constraints on migration, on the free movement of individuals and the possibility of working anywhere one chooses, on the other hand, are an intrinsic feature of the new, fractured world order.  It will be impossible to increase equity among nations if these contradictions are not confronted.  For example, open international labor policies could be combined with policies for transferring incomes between rich and poor countries, as the European Union did when it took in new members during the 1980s.  While such ideas give rise to tremendous controversy, we need to begin looking at them as part of the international dimension of social and development policy.
Fifth principle: Pluralism and social learning                       

                              We must adopt a pluralistic attitude of social experimentation and long term learning in the design and execution of social and development policies, establishing mechanisms for participation, accountability, transparency and social evaluation of results and disseminating successful practices.
One of the most valuable lessons from the experience with social development during the last few decades has been the need to be both cautious and innovative. A cautious attitude is needed when it comes to the potential impact of policies and measures for improving living conditions in Latin America.  The shortcomings, and in some cases the outright failure, of social policies in recent decades, which despite their good intentions were unable to reduce inequality or eliminate poverty from region, should serve as a warning against the notion that there is some magic set of measures that can lay Latin America’s social problems to rest once and for all.  Arguments about the ineffectiveness of past strategies and policies are often combined with proposals that give the impression that we have somehow learned all we need from those mistakes and that now “at last” we have the right answers for designing and implementing social problems.   (Hausmann, 1998). 


A more modest attitude, focussed on the need to continue learning even as we go about designing and executing social and development policies, should be adopted together with a more open attitude to innovation and experimentation.  The diversity of conditions in Latin America, and the uncertainty over the impact of public policies (economic, social, environmental, cultural and others) on living standards in the region means that we must explore a variety of initiatives for fostering equity and expanding the options for personal development.

It is worth noting that such a call for an open, pluralistic and experimental approach to social development has also been put forward in the high-income countries of the Organization for Economic Cooperation and Development (OECD).  A recent report from OECD suggests that the current model of economic and social development in rich countries has reached its limits, and that “it would appear that our economic system has arrived at a threshold, beyond which the costs and dysfunctionalities that are being generated outside the economic realm are undermining performance and pose a threat to the entire social contract.  In other words, these negative externalities, given their magnitude, seem to have reached a point where they are eating away at the very heart of the system.” (OECD, 1996, p. 10).

The OECD report points out the need to explore a variety of ways of organizing the production of goods and the delivery of services, ones that will place greater emphasis on economic measures that have nothing to do with the context of market transactions, such as household and family economies, barter and non-monetary exchange, activities in informal markets, and individual and collective microenterprises.   Because they are more closely tied to the fabric of social relationships and interactions between individuals, especially in the local sphere, activities of this kind that are not covered by the market – education and health services, support for children and the elderly, environmental conservation and ecologically sustainable production, local infrastructure maintenance, among others – can play a very important role in terms of their social, environmental and land use potential  (OECD, 1996, pp. 16-26; Laville, 1996; Evers, 1996; Nyssens, 1996).

Seen from this perspective, a new focus for social policy and social development must be a pluralistic one, and must take a long-term view.  This implies combining gradual changes in public structures for designing and executing social policies, with promotion and implementation of alternative schemes for fostering equity and the full development of individuals at the local level.  Such local initiatives will have to be sponsored and supported by central and regional governments, through funding, incentives, legislation and technical assistance, for a sufficiently long time that their results can be understood and appreciated.  The central idea here is to encourage collective social experimentation by establishing procedures for monitoring and follow-up, mechanisms for accountability, and criteria for assessment, so that those that are successful can be publicized, and so that we can learn the appropriate lessons from those that are not.

All of this will demand a change in attitude on the part of central government institutions and agencies engaged in the design and execution of social and development policies. Pluralism and experimentation, together with mechanisms for monitoring and evaluation, must replace the conventional practices that are characterized by rigidity, verticalism and the imposition of uniform social and taxation policies that leave little room for local initiatives.

Some elements for implementing a new approach


The transformation now underway in the area of social policy (see Table No. 4) bears witness to the initiatives now being adopted to overcome the limitations of the conventional focus.  In particular, a number of changes have been proposed for the education systems of Latin America  (see for example ECLAC-UNESCO, 1992; Birdsall, Ross and Sabot, 1995; Sander, 1996; Tablero, 1998; Ottone, 1998; Tedesco, 1998), calling for significant shifts in nearly every aspect of education, above all in terms of equipping children, youth and professionals to cope with the demands of the knowledge society, increasing the efficiency and effectiveness of education systems, and providing universal access to a high-quality education.  Similarly, there have been calls for radical changes to the organizational structure of government in the social sectors, which have become the preserve of inefficient public monopolies (Inter-American Development Bank, 1996, 1998; Márquez, 1995).

With a view to stimulating debate on social and development policies in Latin America, this section puts forward some conceptual elements where the stress on ideas that will help to bring about far-reaching changes in the process and move us toward a new focus for social policy during the first decades of the 21st century.
Demographic trends and generational expectations


Demographic trends over the last two decades indicate that the population in Latin American countries is in the midst of a process of change in its composition and in its rate of growth.  We are passing through a period of adjustment, associated with a process of demographic transition that takes place when a population with high birth and mortality rates moves to a situation in which both rates decline at a different pace, to converge a gain some decades later.  In the intervening period, the rate of population growth will increase, because the mortality rate is declining faster, thanks to the effects of better health services, while the birth rate is falling more slowly because it depends on cultural habits and relationships that are difficult to change over the short run.  In this context, we see rapid growth in social demands associated with demographic growth, such as nutrition, education, housing and employment, which may be difficult to meet, even with the relatively high economic growth rates that Latin America has experienced through most of this century.


Several indicators reflect the process of demographic transition that is occurring in the region, and that is having a direct impact on social and development policy, in particular on aspects such as the demand for jobs, education and health services.  Between 1988 and 1996, the population of Latin America and the Caribbean grew at an annual rate of 1.9 percent, which is higher than the world average of 1.6 percent, and total the population reached 486 million in 1996.  Yet in the first decades of the coming century, the region's growth rate will drop below the world average (see Graph 4).  The region's population will by then have an age distribution quite different from that of recent decades.  At the present time, life expectancy is increasing and the group of people age 65 and over is growing more rapidly than any other age groups, while the youngest segment of the population (0 - 14 years) is growing at a rate of only 0.4 percent a year, which is half the world growth rate for this age group (World Bank, 1998a).  These trends are bringing about a shift in the relative size of the various age groups (See graph No. 5).


At a time when there is a decrease in the dependency rate, i.e. the proportion of the population under 14 years of age and over 65 years relative to those within these limits (i.e. who are of working age), it should be possible to mobilize a greater proportion of the population for productive purposes (Márquez, 1995).  According to Hausmann (1998, p. 4), this would lead to a situation where “with fewer children to raise and even fewer elderly people to support, it may be said that today’s generation of Latin Americans is in a truly fortunate position.”  Yet unless sufficient numbers of adequately remunerated jobs can be created to absorb this greater proportion of working-age people, the presumed advantage could instead become a cause of frustration and disenchantment.  On the other hand, the average fertility rate for the region in 1996 - 2.8 births per woman - was the same as the world average, and reflected a significant drop from the level that prevailed in 1980.  Nevertheless, this rate obscures major differences between urban and rural zones.  For example, in the poorest rural areas of Peru, the fertility rate is more than 4.5 births per woman, a figure that drops to less than half that level in middle - and high-income urban zones.


All of these changes mean that policies will have to be amended over time in order to satisfy the shifting structure of social demands.  For example, during the coming decades, the progressive aging of the Latin American population will call for greater attention to health services and retirement support programs, just as at the present time the emphasis is on aspects such as child nutrition and primary education, reflecting the dominant weight of children and youth in the population makeup.  Similarly, within two or three decades the proportion of new entrants to the labor force will have declined significantly, while there will be a sizable cohort of people of mature age seeking employment opportunities, and efforts will have to be made to hire older workers.


The design of social policies will also have to take into account the fact that the people within each of these age groups not only have in common those needs with respect to health, education, and nutrition that are associated with each stage of life, but they tend to have a set of generational expectations inherent to the economic, political and social context in which they grew up. Broadly speaking and focusing principally in urban zones, we can identify three generations in Latin America that have different expectations with respect to employment and the supply of social services, among other aspects.  The first of these generations includes those who entered the work force during the 1950s, 1960s and the first half of the 1970s, and who grew up at a time of economic expansion and financial stability, when the migration from the countryside to the city was beginning, when import substitution policies were in vogue, and when advances were being made in education and health. In general, these people feel that they have a right to a stable job that will provide them with a steady salary or wage, with which they can procure access to goods and services.  At the same time, they look to the State as the principal source of social services.

Graph 4
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A second generational group, which entered the labor force at the end of the 1970s and during the crisis of the 1980s and the early 1990s, has been marked by economic, political and social instability, by the explosive growth of the cities, by the debt crisis and the deterioration of social conditions, and also by structural adjustment programs that reduced the role of the State in the economies and societies of Latin America.  Many of the members of this generation will never know what it is to have a stable job, and taking as reference the economic disparities and high levels of unemployment and underemployment as something quite natural.  They find the changing roles of the State and the private sector confusing, and they are unsure as to who is responsible for providing employment or ensuring access to goods and basic services.  In effect, this generation has been brought into the economic and political life of the region through the widening of the “frustration gap”, defined by Fernando Faynzylber (1992) as the area between the rising curve representing the number of television sets per 1,000 inhabitants, and the declining curve for the average real urban wage.

The generation that has entered the labor force since the mid-1990s finds itself in a situation where public statements place the stress on competitiveness, globalization, market forces and individual initiative as the means for resolving problems of access to the goods and services needed for their personal well-being.  However, it is still too early to tell how their expectations of social policy will evolve. It is quite likely that, as a reaction to what they see as exaggerated egotism and excessive individualism, they will begin to place greater stress on solidarity and on joint action, and will seek to strike a balance between personal freedom and individual initiative, on one hand, as against the desire to create opportunities for everyone.  This is beginning to happen, for example, among university youth in Peru (Chávez y Sagasti, 1998). 

Taken together, the demographic transition and differing generational expectations serve to highlight the need for a time-segmented approach to the design of social and development policies.  For example, we will need to differentiate in the provision of basic social services, and in efforts to generate employment and provide access to goods and services, in accordance with various time horizons as these different population cohorts move through the first decades of the coming century.  Furthermore, social and development policy will have to consider the needs over time of people who are not yet born, but who will become part of the region’s life during the next two decades.

The State, the private sector, and civil society:  covering the social deficit


The evolution in the ideas and practice of development over the last few decades has highlighted the importance of institutional aspects, and in particular the role played by social capital and the organizations of civil society.  This is forcing us to revise our assumptions about the role of the various social players in the development process, and to reformulate the way in which we perceive the spheres of action of the public sector (the State), the private sector (the market) and what has been called the “independent sector” or the “third sector” (civil society).


In a seminal work summarizing the experience of two decades of intense activity in forging links among an enormous diversity of civil society organizations scattered throughout the developing world, Nerfin (1987) pointed to the roles that could be played by non-governmental organizations, voluntary associations, neighborhood groups, grassroots movements, professional bodies, labor groups and others belonging to the sector of civil society.  The title of Nerfin’s essay, “Neither Prince nor Merchant: A Citizen”, effectively summarizes the role that should fall to these organizations in promoting citizenship and balancing the power of the modern State and its agencies against the power of the market and of private enterprise.


In a similar way, Berger and Neuhaus (1996) anticipated the rise of civil society in the United States in the mid-1970s, postulating that a variety of entities that they called “mediating structures” were becoming increasingly necessary and important for articulating the private world of individuals with the huge and impersonal organizations of modern life, and in particular the agencies of the State.  These mediating institutions, the evolution of which is analyzed by various authors in the work by Berger and Neuhaus (Green, 1996; Woodson, 1996; Besharov, 1996), is today playing a very important role in the provision of social services, above all at the local and community level.


The voluntary organizations that have sprung up in the low-income urban areas of Latin America, including neighborhood associations, community self-management groups, grassroots movements, educational associations and production and service cooperatives, have played a highly important role in mobilizing popular energies and initiatives for improving the conditions of urban life (Hardoy and Satterwhwaite, 1989).  Similarly, citizen participation through what we know today as “civil society organizations” contributed in a significant way during the 1970s to raising both the quantity and the quality of basic social services in the cities of Asia (Yeung and McGee, 1986).   While self-help and community participation have been traditional practices for meeting basic needs in rural areas across much of the world, since the 1970s it has been possible to assert community participation which has played an important role in urban areas, particularly in the provision of water and sewage services, health and child care, garbage and waste removal, recreation, fire control and public safety.  From a government perspective, citizen participation reduces the cost of providing services, provides feedback information on the needs of city dwellers, and can help to identify potential leaders for publicizing information about development programs.  From the community point of view, participation in the provision of services is essential to make up for gaps, to promote a sound sense of neighborhood, and to generate employment opportunities


On the other hand, as noted in the previous sections, during the 1980s there was a change of perspective concerning the role played by the public sector and the private sector in economic growth, and in development in the broader sense of the term.  The emphasis on state action, which was typical of the three decades following the end of the Second World War, was replaced during the 1980s and 1990s by a focus on the contribution of the private sector.  The privatization of a great many state enterprises, both in rich countries and in middle-income and poor countries, and the willingness of states to encourage the provision of educational, environmental and health and welfare services by the private sector, are ample witness to this change of perspective (see for example Berman, 1998; The Economist, 1998; Inter-American Development Bank, 1996; Clark, 1994)

A number of conceptual schemes have been devised to describe the changing reality of the relationship between the State, the market and civil society during the last two decades.  For example, Robert Piccioto (1995) offers a scheme for analyzing which kinds of goods can be provided with the greatest efficiency by the State, the private sector or civil society organizations, or by a combination of these.  Depending on the relative importance of the hierarchy, the market or participation in providing a given kind of goods and services, Picciotto suggests different kinds of institutional design for enhancing their efficiency and improving their quality.  In a similar vein, Evers and Wintersberger (1990) and Evers (1996) have proposed a scheme for examining the role played by the market, households and families, and the State in the provision of personal services and care for the elderly.  In both of these conceptual schemes, we can detect tensions and problems that may spring up among these different players, and we can see the need to create mechanisms for coordination and for handling conflicts as they arise. 

The need to open up room for participation by the private sector and by civil society organizations in the provision of basic social services becomes evident when we consider the budgetary limits now facing governments in the region.  Cumulative shortfalls in the provision of health, education, nutrition, sanitation, housing and social welfare services, among others, call for huge public investment and a sustained increase in governmental social expenditure to cover what has been referred to as the “accrued social deficit” or the “domestic social debt”.  In the case of Peru, various government estimates suggest that the social debt that was accumulated between 1980 and 1995 amounts to between 15 billion and 18 billion US dollars, and the “urgent social deficit”, which covers “the major components of the basic shopping basket for the poorest half of the population”, exceeds US$2,800 a year (in comparison with total social spending of some US$3,500 in 1995 (Sagasti and Alcalde, 1997).

The limitations of the conventional focus  - i.e. through centralized public spending - as a way of reversing this situation can be analyzed in terms of a mental experiment.  Suppose it were possible to increase the level of taxation to the point where, if it were raised by one further unit, it would trigger massive tax evasion and capital flight, and suppose as well that it were possible to tilt the public budget heavily towards the social sectors (by reducing military spending, for example), and that ministries and public agencies charged with channeling state resources increased their efficiency.  In this case, it is highly likely that the increase in financial resources that would be achieved would not be enough to cover these accrued social deficits.  From this perspective, it will not be possible even to begin to reverse the deterioration in social conditions using the conventional approach, where state agencies and departments have exclusive responsibility for the provision of social services


Besides involving the private sector in the provision of social services in order to enhance the efficiency of state agencies (through contracting out or awarding concessions), to introduce new forms of providing services (for example private pension fund managers), and to promote greater social responsibility on the part of business (for example by offering fiscal incentives for philanthropy), there is a need to make room for broader participation by civil society organizations.  The government agencies in charge of social development programs must work actively to enlist the collaboration of grassroots organizations, civil non-profit associations, non-governmental organizations and professional associations, among others, in order to involve them actively in the provision of social services, in the struggle to overcome poverty, and in the generation of employment.  This has been occurring in a number of Latin American countries, especially in the sphere of local and regional government.


Volunteer work can cover a significant portion of the cost of providing some social services.  For example, the time devoted by women who run the soup kitchen programs in various parts of Peru represents around 25-30% of the total cost of a meals ration.  While there are no estimates for individual involvement in programs of preventive health, family planning, education and the like, it is quite probable that volunteer work and the ability to mobilize it represents a similar proportion of the cost of those services (above all when we take into account the work of voluntary religious organizations). This suggests that massive and systematic participation by civil society organizations, organized openly and without any ulterior motives or political manipulation by government agencies and local governments, could mean a significant increase in the total resources available for the provision of basic social services.

Together with greater involvement by private companies, a massive commitment by the independent sector would lead to a redefinition of the role of the State in social development, and would make it necessary to explore new ways to promote joint efforts between the State, the private sector and civil society (International Labour Organisation – Ministry of Labor and Social Security, 1997).

Local development and sustainable livelihoods

The importance of the local and community spheres in the new focus for social and development policy highlights the significance of small-scale productive activities that can generate a sustainable means of earning a living for low-income people in poor rural and urban areas. While this has long been a concern in the region – we may recall, for example, the policies of “integrated rural development” from the 1960s and 1970s – it has now gained new validity and urgency in light of persistently high levels of inequality, and the poverty that spread throughout the region during the “lost decade” of the 1980s.

Today there are a variety of initiatives in various countries of the region, aimed at promoting productive activities at the local level.  A typical example is the Social Investment Fund  (FONCODES) in Peru, which has been supporting a series of small-scale industrial and service activities located primarily in rural areas (some of them quite remote), which are groped together into “strategic clusters” of small projects that provide each other with mutual reinforcement.  In the case of FONCODES, a strategic group consists of an average of eight projects with roughly 60 families involved in each one of them.  FONCODES combines financing for productive activities (start-up funding that is later transformed into a revolving fund), with the building of small infrastructure works, and with technical and administrative support.  The idea is that, at the end of two years, these groups of projects will be operating on a self-sustaining basis, without external support.  The activities to be supported are identified in according to the environmental and geographic features of each place, and include among others the growing of palmito and other agricultural products of the low jungle region, macadamia nuts and walnuts in the high selva or jungle, fruits in both the high and low jungle, beekeeping and sheep raising in the sierra below 3,100 metros in altitude, fish farming, alpaca raising and sheltered crop beds in the sierra between 3,100 and 4,500 meters (Afuso, 1998).

One of the special features of FONCODES since 1995 has been that its activities are organized almost solely on the basis of a number of autonomous núcleos ejecutores or executing units that interact with each other on the basis of the trust that exists within traditional communities in the sierra and jungle areas of Peru.  The mechanisms for setting up an executing unit, which is responsible for carrying out infrastructure works, providing social support and undertaking productive projects financed by FONCODES, place the emphasis on democratic participation.  Members of a community that wishes to receive support from this institution must organize an assembly, elect their representatives, institute proper management and approve the projects carried out.  Supplemented by a set of operating procedures (project submission forms, information requirements, mechanisms for keeping and reporting accounts) and with schemes for technical and financial supervision, these executing units have shown themselves to be very effective in building small infrastructure works and in organizing local-scale industrial projects where the total amount involved does not exceed US$ 50,000.   Part of their success can be attributed to the fact that they are based on what has been called the “unity between the individual and the collectivity” in traditional Peruvian cultures, keeping to “Andean roots that date back to the leaders of community life in pre-Hispanic times, and that combine solidarity, reciprocity, cohesion and communal labor, as ways of achieving the common welfare.” (Fernández and Aguirre, 1995).

One valuable experiment that might serve as a guide for working with the local sphere in Latin America is the Development Alternatives Institute of India, founded by Ashok Khosla in the early 1980s, which has been systematically seeking for new ways of approaching the problem of development. Khosla and his associates have taken as their starting point a critique of the dominant neo-classical concepts of economics, and argue that neither prevailing economic policies nor current technologies can provide livelihoods that are socially and ecologically sustainable over the long term.  According to Khosla (1997), the great challenge facing societies today is the need to create large numbers of “sustainable livelihoods”.

Sustainable livelihoods.  These are jobs that are remunerative, satisfying and meaningful, and that will allow all the members of a social group to make use of, and at the same time to renew, the resource base at their disposal.  They produce the goods and services that are needed by individuals and the community, while at the same time they give the worker a measure of dignity and self-esteem.  Without destroying the environment, these sustainable livelihoods create purchasing power and promote greater economic and social equity, above all by enlisting women and other disadvantaged groups in the production of goods and services.  By definition, sustainable livelihoods help people to bond with their communities, with the land, and with their local and regional surroundings.  They have a positive impact on health, fertility, migration and other demographic factors, while allowing for the much more efficient use of environmental and financial resources for the common good.


Development Alternatives and its business arm, the private company TARA, have been applying the concept of sustainable livelihoods in India, and have been giving wide dissemination to a pattern of activities and services included in this focus.  Working entirely within the context of a market economy, by the year 2000 they expect to have set up operations valued at more than US$100 million. In contrast to a commercial firm, where the criteria for success relate only to market performance and profits, it has set up successful enterprises that meet the basic needs of their workers, the demands of their consumers, and the aspirations of the community, while at the same time helping to preserve the environment. Among the products that Development Alternatives and TARA have developed are high-efficiency wood- and coal-burning stoves, paper- and cardboard-making machinery, water pumps, multiple-purpose presses, stabilized adobe bricks, textile looms and machines, devices for processing and preserving foodstuffs, and integrated energy systems for rural villages.


If sustainable livelihoods are to be accessible locally, be replicable in larger centers, and be able to compete in the marketplace, attention must be paid to the sustainability of the technologies, the businesses and the economy:


Sustainable technologies.  These are technologies that spring from local creativity in response to local needs and possibilities, and are put to the service of the development objectives of members of the community.   Sustainable technologies may combine traditional knowledge with scientific methodology and outcomes, in order to create products, designs, methods, artifacts or processes that are adapted to specific conditions, and that will be able to open up new possibilities, make use of potential resources, improve the quality of life and eliminate poverty.  It is also important to overcome the economic, social, political and cultural obstacles that, despite the obvious local needs and the variety of technology designs already available for meeting them, tend to inhibit the supply of and demand for sustainable technologies.  

The prerequisites for mass dissemination of sustainable technologies include, among other things, economically viable production, marketing and utilization, strong links between the processes of innovation, production and marketing, and active participation by users and consumers in the design of the technologies. Development Alternatives and TARA have developed a range of technologies, products and services that they make available to interested local people and businesses, to whom they also provide technical assistance, managerial support and, in some cases, contacts for arranging financing. 


Sustainable enterprises.  These are businesses that produce goods and services that are needed to enhance people’s lives and in their operations not only obey the dictates of economic efficiency, but also take into account environmental and equity considerations. They seek to create decentralized, small-scale industrial and service opportunities that are linked to basic needs, and that local people can identify with. 

The design and the operation of these enterprises, primarily located in rural zones or small towns, present some peculiar and complex challenges, in light of the need to master the link between technology, environment, finance and sales.  Nevertheless, with proper access to channels of technology, financing and marketing, something that the public sector will have to facilitate by providing a minimum of physical infrastructure and basic services, these small businesses can even outperform large companies in terms of their profitability and efficiency. For example, the paper-making units marketed by TARA have demonstrated to have a number of advantages over conventional processes and machinery:  the cost of creating a job is one tenth as much, the capital investment required per kilogram of paper is one third as great, energy consumption is one tenth, and the process uses half the amount of water.

Sustainable economies.  In order to achieve sustainable development, innovations must be introduced and spread rapidly in a great many local economies, so that they will lead to greater equity, efficiency, ecological harmony and self-sufficiency. If such efforts are to be of benefit to a significant portion of the population, they must be eminently replicable, locally accessible, and capable of financing themselves 

In contrast to the conventional concepts of development, which favor only those measures that will market the function of markets efficiently, the concept of sustainable livelihoods also stresses the adoption of government policies to promote decentralization, citizen participation, environmental and social assessments of projects, initiatives by civil society organizations, and pluralism in the ways economic and social activities are organized.  In general, initiatives for moving toward sustainable economies must spring from civil society organizations and local governments, but they must also have direct encouragement and support of the State and the central government.  
For putting these ideas into practice, Development Alternatives and TARA have organized a system similar to franchising.  A number of central units carry out technological research, develop new products and processes, test them out and make any necessary modifications, do preliminary market studies, and organize training courses with audiovisual materials and support texts prepared by experts in the area.  They then approach small entrepreneurs in various places, and people interested in becoming entrepreneurs, and invite them to join a network of “licensees” for the manufacture of one of the products they have developed.  Although the local entrepreneurs are expected to invest something, either their own money or their time and effort, they are provided with managerial and technical training and with help in securing financing, either from government agencies or from the private banking sector, to pay for the equipment and training.  As with any franchising operation, once the local enterprise is up and running, Development Alternatives and TARA will continue to provide technical and administrative assistance, for which the licensee pays royalties.  In this way, the experiment has succeeded in linking the public sector with the private sector and with civil society organizations in various parts of India – an experiment that could readily be replicated in Latin America. 

Exclusion, poverty, and social and development policies 

The concept of exclusion in which the most recent interpretation was put forward in Europe towards the end of the 1970s in order to explain the upsurge of new forms of social marginalization, provides a perspective that is highly germane for examining the social situation and the persistence of poverty in Latin America ( Bhalla and Lapeyre, 1995; Rodgers, Gore and Figueiredo, 1995; Silver, 1994; International Institute for Labour Studies, 1993).


In various countries of Latin America, the concept of poverty focuses primarily on examining levels of income and identifying unmet basic needs.  It fails, however, to take into full account the other aspects such as access to employment and political participation.  Starting from the notion of exclusion, we can sketch out an approach for relating economic, social and political factors with the various types of poverty to be found in the region.


Economic exclusion.  The economic dimension of exclusion relates primarily to the capacity to earn monetary incomes, to participate in a productive activity, and to gain access to goods and services.  The principal determinant of economic exclusion is the inability to participate in the formal labor market, and its most significant manifestations are unemployment and underemployment which, in the case of some Latin American countries, affect a high proportion of the population of working age  (60% of the labor force in Peru, for example).  The shortcomings in the systems for producing and providing services, which have been incapable of creating jobs for all those entering the labor force, mean that poor people are in an extremely weak and precarious position, since they have only their own capacity for physical labor to rely on as a means of earning income and gaining access to the goods and services that is necessary for their full personal development. It could be said that the combination of sluggish economic growth and inadequate, segmented and biased formal labor markets lies at the root of economic exclusion.


A strategy aimed at reducing economic exclusion must not only promote the growth of economic sectors that will generate jobs, it must also provide measures on behalf of people who can find no place in the formal labor market, especially when such people constitute a high percentage of the economically active population in urban zones. In addition to stimulating sustainable livelihoods in rural areas, those who are economically excluded  must create their own jobs, primarily in micro-enterprises and informal activities where productivity is very low and where no surplus is generated, nor any capital accumulated, there is a need to provide technical, financial and managerial assistance, as well as access to credit, so that these activities can be made more productive and viable.


The formalization of micro-enterprises and of informal activities in general, understood in a broader sense that goes beyond the strictly legal meaning, would have a positive impact on employment, income generation, and on the quality of life for the people involved in such activities. It would also make it possible over the medium-term to draw them into the formal productive system (for example, through subcontracting programs) and at the same time to generate additional fiscal revenues as well.  For this reason, the formalization of people who are now economically excluded should be considered as a "temporary public good" - probably for a period of two or three decades - that would justify the investment of state resources in order to transform these micro-enterprises and informal activities into productive units within the formal sector of the Latin American economy.


On the other hand, recalling that inflation affects primarily those who have no fixed assets or access to foreign currency (i.e. the poor), an additional aspect to consider within the economic dimension of exclusion is the negative impact of inflationary processes.  When a currency is depreciating at an accelerated rate that erodes its purchasing power, this exacerbates the economic exclusion of the poor.  For this reason, macroeconomic stability and the battle against inflation must be considered an integral part of measures to reduce economic exclusion.  Moreover, as Kaufmann and Wang (1992) have clearly shown, macroeconomic instability has a very negative impact on projects and programs for providing social services.   Nevertheless, it is important to avoid what Sen (1998) calls “anti-inflationary radicalism” and “anti-deficit radicalism,” that seeks to reduce inflation to zero any all costs, and to eliminate the fiscal deficit, entirely, without leaving any room for social considerations in macroeconomic policies.

Social exclusion.  The social dimension of exclusion refers to the aspects of integration and equity in access to basic social services.  While the definition of the basket of goods and services that determine social exclusion is conditional upon geographical, cultural and ethical factors, in situations of generalized poverty we can identify certain basic aspects such as access to health, education, sanitation, environmental, housing and nutrition services that would guarantee a minimum of social integration and equality of opportunity for human development.


Social exclusion is intimately linked to the extreme inequalities, which must be reduced in order to promote social integration and equitable human development.  In addition to inequalities of income distribution, many suffer from racism, centralism, gender bias, and discrimination against children and the elderly, all of which perpetuate a situation in which it is difficult for the more privileged segments of society to recognize “others” as equals.  Because they have persisted for so long, these inequalities have acquired a cultural character that is closely linked to the habits and patterns of daily behavior, and that has a negative impact on the self-esteem of those who are socially excluded.  Hence, to overcome social exclusion effectively a sustained effort will be required that must extend over a period of several decades, and must include attention to cultural and psychological aspects.  


Human rights violations are one extreme manifestation of social exclusion, and tend to occur above all in situations of internal conflict and violence, as we have seen in countries such as Peru, Colombia, Guatemala, El Salvador and Nicaragua during the 1970s and 1980s. Social exclusion cannot be overcome without promoting wider respect for human rights, and in this task the institutions of the State must show leadership by their own example.


Political exclusion.  The political dimension of exclusion refers to the full exercise of the rights of citizenship, including the rights to security, to freedom of expression, to participate in the exercise of political power, and to be governed democratically.  This implies involving citizens actively in the decisions that affect their future, and giving them the opportunity to make their voice heard on local, regional and national issues.  Similarly, to avoid the political exclusion of citizens, those who wield power must do so transparently, with full respect for the law, and must be held accountable before the citizenry – aspects that are intimately connected with democratic governance.


Equitable access to justice is a fundamental factor in overcoming political exclusion.  All citizens must receive the same treatment before the various judiciary bodies, something that does not happen now in many parts of Latin America.  The high cost of court proceedings and professional defense, distances and multi-stage legal procedures mean that access to justice is effectively limited to the higher-income segments of the population.  The poor, above all those in the more remote districts of each country, rarely receive equitable treatment based on the merits of their case.  Factors such as political interference, corruption, inefficiency and disorder conspire to make the administration of justice a major characteristic of political exclusion in Latin America.


Overcoming political exclusion implies far more than providing access to certain goods and services, as with the economic and social dimensions of exclusion: it means ensuring that the institutions of the State – the executive, legislative and judicial branches, the armed forces, police forces, and local governments – must operate in accordance with clear and stable democratic rules and procedures.  To ensure that all citizens can identify with and feel a sense of ownership in the institutions of the state, it is essential to eliminate personalism, arbitrariness and caprice from the exercise of political power at all levels of government.


The dimensions of exclusion, kinds of poverty, and future generations.  The economic, social and political dimensions of exclusion help us to appreciate the current situation and to relate it to the various kinds of poverty that we find in the region.  Endemic poverty involves all three dimensions of exclusion:  the residents of depressed rural areas who fall within this kind of poverty are excluded economically, socially and politically.  Job opportunities are scarce, social services are non-existent or of very poor quality, and there are no effective channels for citizens to participate in political life.  Moreover there is generally no ready or regular access to transportation and the communication media.


Chronic poverty afflicts primarily those who live in under-serviced urban areas.  This type of poverty is related directly to economic exclusion, due to the enormous obstacles blocking access to the formal labor market, and to social exclusion, through the scarcity and low quality of the social services received. The chronically poor do not see themselves as politically excluded, since they have access to the mass media and other mechanisms – neighborhood organizations, unions, religious groups, NGOs, and even street protests – to make their voice heard: in fact they are frequently courted by politicians, especially at election time.


Finally, there are the circumstantially poor, who suffer from economic exclusion but do not feel the effects of social or political exclusion to the same extent as the endemic and the chronic poor.  Their poverty is instead the result of the economic crisis that limits their employment opportunities, reduces their income levels, and destroys their purchasing power.  For this reason, they are the first to benefit from economic stability and the growth of productive activities and services.


The relationship between these kinds of poverty and the dimensions of exclusion suggest some guidelines for designing strategies for social development and the fight against poverty.  For example, overcoming endemic poverty requires simultaneous action in the areas of the economy, social policy and democratic governance.  This demands a much longer time period than the actions for overcoming circumstantial poverty, which are focused basically on creating job opportunities and providing support from the public sector (in close coordination with the private sector and civil society organizations) to those who are forced into self-employment.


Yet the three dimensions of exclusion – economic, social and political – do not exhaust the types of exclusion to be found in Latin America.  We need to introduce a dimension that refers to the exclusion of future generations, which covers the same aspects examined earlier, but relates to young people, children and those yet to be born.  The issue here is to prevent the processes that lead to exclusion from repeating themselves over time, and from making exclusion and poverty in all its forms a persistent, virtually permanent condition for the majority of Latin Americans.


These considerations bring us directly to issues such as the deterioration of the environment, the lack of capacity to generate and use scientific and technological knowledge (above all in light of the fragmentation of knowledge in the new global order),  and the violence that creates a climate of uncertainty and mistrust, and discourages citizens from mobilizing themselves in the pursuit of common objectives.  In order to save future generations from exclusion and from a life of poverty, we must move towards the preservation of the environment and the sustainable management of natural resources; we must promote the development of science and technology, which is fundamental to the capacity to generate and use knowledge; and we must foster a culture of peace, which is intimately linked with people recognizing each other as equals.

The provision of high-tech, low-cost social services


Nearly thirty years ago, Ignacy Sachs (1971) suggested that it should be possible to establish a welfare state in poor countries, thanks to the fact that the physical productivity of workers engaged in the provision of services (basic education, preventive medicine, child care, vaccinations, nutrition programs, farm extension services, reforestation, maintenance of small infrastructure projects, sanitation facilities, public hygiene, personal services) does not depend to any important extent on wage levels or on investments in fixed assets. Organizing such labor-intensive services presents problems of coordination, management, training and administration, which in the beginning of the seventies– before the invention and spread of new information technologies – demanded a heavy bureaucracy and specialized administrative personnel.


Yet now, on the eve of the 21st century, those difficulties can be overcome thanks to the use of information technologies (computers, telephone, fax, data transmission, e-mail, video, radio, TV, multimedia), the cost of which has tumbled steeply in recent years.  We now have available a wide range of hardware and software that have revolutionized the world of management and administration.  The use of these new technologies should allow us to expand significantly the provision of basic social services and enhance their quality, while at the same time creating employment.


For this reason, in the face of growing social demands and the challenges of a globalized economy, one strategic option for improving social conditions directly is to provide low-cost, labor-intensive basic social services with the help of the new information and communication technologies.  Today we are thoroughly familiar with the potential of communication and information technologies to reduce administrative costs through the reorganization of internal administration and the alternative provision of services (Mansell and When, 1998;  Credé and Mansell, 1998; Netherlands Development Assistance Research Council, 1998; PANOS, 1998; Harris,1998).


The role of information and communication technologies is also essential to improving the ways in which we acquire and make use of knowledge, and this in turn can have a great impact on the quality of life.  With the help of recent technologies (such as e-mail and cellular phones) and communications media such as radio and television, which can disseminate knowledge at low cost, we can reduce the knowledge gap between and within countries, and thus enhance living standards for the poor.  The World Bank has presented some illustrations of such possibilities (1999b, Harris (1998) and PANOS (1998):

· Small entrepreneurs and residents of remote areas tend to lack adequate information on prices, market opportunities and experiences that they might use as models.  Cases in countries such as Costa Rica, Mexico and Uruguay show that the use of cell phones and computers can overcome the information gap that prevents people from prospering and escaping from poverty.

· A credit program for small enterprises in Vietnam makes use of e-mail to keep contact between poor women living in a rural community and the aid agency that is acting as the lender. E-mail also helps in coordinating payments, and the ability to maintain constant contact has encouraged the agency to make further loans and to reach a greater number of beneficiaries.

· In Sudan, Zambia, Zimbabwe and Venezuela, among other countries, the Internet, radio and satellite communication are being used to transmit administrative and technical data of interest to farmers, and to put small producers in contact with government officials and experts from international cooperation agencies who can support their activities.  Furthermore, it is now possible, thanks to the Internet, to gain access to vast quantities of data and information of all kinds that were formerly out of reach.

The advances in information and communications technology are also being applied in support of development programs in both rural and urban areas of various countries.  On one hand, the processes of planning, management and implementation have thereby become easier.  On the other hand, recent experience shows that these technologies can help to enhance the quality of life for individuals.  For example:  

· In the health field, “tele-medicine” allows medical attention to be provided when needed, even at home or in remote districts, without the need for face-to-face contact between the patient and the medical specialist. Furthermore, thanks to technological advances, the exchange of information among health professionals has become more efficient and less costly in terms of time and money, and care both for individual patients and at the community level has improved.  

· Workers in health and education and other areas are being trained through computer networks, which make it possible to overcome rural isolation and also to offer education to the general public, above all with respect to prevention.

· The use of new technologies for educational purposes can be understood as a “paradigm shift” in education, since the focus is now shifted from teaching to learning, and is less dependent on teachers and their knowledge.  On the other hand, high-speed communications networks make it possible for instructors to work together on course development, and to train themselves more efficiently and effectively.  

· The new technologies, together with the growth of the Internet, are making distance education and interactive learning practicable.  These are seen as ways for overcoming the limitations imposed by cost and location on the provision of education and training services.  Distance education systems are already in use in Latin America, for example Mexico, the Dominican Republic and Colombia, although for the time being they are not taking full advantage of the potential offered by interactive transmission. 

· In rural areas dependent on agriculture, regional development strategies can be enriched with mechanisms that make it possible for national and international research centers to provide farmers and the agricultural community with information on new farming practices and systems, as well as data on climatic conditions, market prices for their products, and the cost and availability of transport. 


Together with initiatives such as these for promoting sustainable livelihoods, support for small-scale, labor-intensive industries and the provision of basic, high-tech and low-cost services that are also labor-intensive could help to absorb a significant part of the growing labor force that cannot find employment in the modern, formal industrial economy. This could open the way to major improvements in social conditions and in the prospect for personal development, both through higher employment levels and through the direct benefits that such services could bring to the people of Latin America.
V.  FINAL COMMENTS


This paper has proposed a new approach and some practical guidelines for designing social strategies and policies for dealing with the challenges facing Latin America as it moves into the 21st century, in particular the challenge of achieving greater equity and creating conditions for developing the full human potential of all Latin Americans.


The concepts outlined in the previous sections still need a good deal of work and elaboration.  While a consensus is beginning to emerge on the limitations of the conventional approach to social policy, there is of yet no commonly shared perspective on the specific directions in which reform in this field should take, and our intent here is to contribute to the debate in ways that will help to build such a shared vision.


Beyond the aspects dealt with in the preceding sections, and especially in section IV, there remains a whole series of outstanding issues that we have not been able to address in this paper, and that could be included on an agenda of study and investigation for the turn of the century and the millenium.


Among these issues, we may cite the new relationships that are arising among the various sectors and members of society as a result of the political, economic, social, environmental, cultural and technological changes discussed in the second section of this paper, which have brought about fundamental transformations in the institutional arrangements that have prevailed since the Second World War.  The “new social question”, as Rosanvallon (1995) calls the concerns that emerged at the end of the 19th century with the upheavals produced by the birth of the industrial society, calls for a redefinition of the social contract between capital, labor, the State and those who are excluded, among other segments of societies at the end of the 20th century.  It demands as well a restructuring of the methods of social management and a profound philosophical rethinking of principles and values, such as solidarity and social rights, that underlie the compact that is now crumbling in rich countries and in poor countries alike.  In turn, this will bring with it a series of reforms to public, private and civil society institutions, entailing a broad and radical redefinition of what the “social” element means.  For example, the persistence of unemployment in industrialized countries has kindled debate on a number of ideas such as guaranteeing universal access to the minimum package of goods and services necessary for complete development of the human personality, and thereby ensuring that it is possible to lead a dignified life even without work (Lutz, 1994; Snower, 1997).


A second topic to be explored in greater detail relates to changes in the notion of what it means to be human, and our ideas about the human condition, which are associated with the sunset of the Baconian program and with the profound impact of the scientific discoveries and technological innovations of the past century, and especially of the last fifty years.  Ideas about what is unique and specific to our species, about our place in the order of things, about the ways we can develop ourselves to our full potential, individually and collectively, and about the possibilities of selecting a lifestyle of our own free will, are changing rapidly and are eroding the cement that holds together our values structure.  The rich humanist tradition of Latin America, a region that belongs to the Western world but that is acutely aware of its non-occidental cultural heritage, places us in a privileged position to explore new paths for human development at the dawn of the post-Baconian age. 


A third issue relates to the monitoring and continuous analysis of the implications of the changing international context, marked by the emergence of the fractured global order, for our future prospects.  The transformations that have taken place in the concept of development and in the institutions devoted to promoting it during the last half-century, as well as the changes now underway, suggest that we stand at a time of redefinition in international relationships, when the countries of Latin America are being reintegrated into a paradoxical world order that is still in the process of being shaped.  If we can resolve the social problems that have bedeviled us for decades and even centuries, the current situation should offer our region the opportunity to take up a privileged place in the concert of regions and nations by the middle of the 21st century.


Finally, we wish to issue a call to mobilize our political will, our entrepreneurial skills and the energies of our people in the search for new ways of fostering social development in Latin America.  The persistence of inequalities highlights what must surely be the central issue for social policy in the first decades of the next century:  to achieve greater equity and to eliminate extreme inequalities, without sacrificing economic growth and without depleting our natural resources.  This will only be possible if there is a convergence of efforts among all sectors of Latin American society and, above all, if the effort is engaged jointly, from the top down, from the bottom up, and in the middle, combining the initiatives of those who hold political power at the highest levels, those who wield economic clout, and those who are the leaders of civil society organizations at the local level.
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VII.  ANNEX

Human Scale Development and Capabilities, Functionings and Entitlements:

The Contributions of  Manfred Max-Neef and Amartya Sen

Human scale development


The “Human Scale Development” approach of Max-Neef, Elizondo and Hopenhayn (1986, 1989,1993) is intended as input to a “development philosophy” that could make a substantial contribution to “the construction of a new paradigm of development”, one that is “less mechanistic and more humane”.  This “heterodox” paradigm of development can also help to reorient the focus of social policies, by turning it more towards human concerns and the search for authentic well-being.


This paradigm of development is directed at those who are dedicated to thinking about paths toward the “humanization of a world in crisis (Max-Neef et al. 1989, p.5), considering that our present society is:

“an alienated society engaged in a productivity race lacking any sense at all.  Life, then, is placed at the service of artifacts, rather than artifacts at the service of life.  The question of the quality of life is overshadowed by our obsession to increase productivity.  Within this perspective, the construction of a human economy poses an important theoretical challenge, namely, to understand fully the dialectic between needs, satisfiers and economic goods. This is necessary in order to conceive forms of economic organization in which goods empower satisfiers to meet fully and consistently fundamental human needs” (p. 27).

This is the direction the authors propose for their general program, consistent with “Human Scale Development”.  Such development is based and focussed on satisfying basic human needs, on generating growing levels of self-reliance, and on the organic articulation of human beings with nature and technology, of global processes with local behavior, of the individual with the social, of planning with autonomy, and of civil society with the State.


The substantive basis of the proposition consists in “attaining the transformation of an object-person into a subject-person in the process of development, (which) is among other things a problem of scale.  There is no possibility for the active participation of people in gigantic systems which are hierarchically organized and where decisions flow from the top down to the bottom” [Page 13].  This new perception aims primarily at “an adequate satisfaction of human needs.  Furthermore, if future development cannot be sustained through the expansion of exports or through substantial injections of foreign capital, an alternative development must generate a capacity for greater self-reliance” [p. 12].  It is from this starting point that the authors set out to develop a theory of basic needs.


In contrast to the strict conventional use that economists make of the concept of needs (which in conventional economic parlance are known as “preferences”), these authors broaden its dimension and juxtapose needs with their satisfiers.  More specifically, they question the orthodox wisdom whereby human needs are infinite, relative (dependent on culture) and subject to constant change, pointing out that these perceptions are based on a conceptual error, in that they confuse needs with the satisfiers that arise in the form of goods and services.


From this perspective, needs (which include the functionings and capabilities put forward by Amartya Sen, as discussed in the following section) can be classified into two categories, which can also be combined:  existential needs (Being, Having, Doing and Interacting) and axiological needs (Subsistence, Protection, Affection, Understanding, Participation, Leisure, Creation, Identity, and Freedom).  From this listing (Table A-1), which the authors recognize to be arbitrary to some extent, it is apparent that needs are few, finite and classifiable, and that they are the same across all cultures (and across historic times).  In addition, for these authors, needs not only reflect deprivation but also empower individuals:  “To the degree that needs engage, motivate and mobilize people, they are a potential and eventually may become a resource” [p. 26], an aspect that must be borne in mind in adopting “new” social policies.


In turn, satisfiers (which in conventional economic language are confused with “needs”), as the means for fulfilling needs, change across time and space, depending on the social (or cultural) systems in which they arise.  For purposes of illustration, then, food and shelter are not needs as such, but rather satisfiers of the essential need of subsistence.  Education, research, early-childhood stimulation and meditation are satisfiers of the need for understanding.  Health care systems, prevention and medical insurance are satisfiers of the need for protection.  Clearly, a satisfier can contribute to covering several needs (the mother who breast-feeds her child contributes to satisfying its needs for subsistence, protection affection and identity), and on the other side of the coin, a need may require various satisfiers to fulfill it (e.g., understanding requires education, good health and proper nutrition).  In terms of social policy, what we must seek is to offer a number of satisfiers at once to fulfill any given need:  hence, the importance of “decompartmentalizing” concrete action.  


It should be noted on this score that the satisfier is the mode or form in which a need is expressed, while goods and services (material and non-material) are means whereby the subject empowers the satisfiers to meet his needs. Satisfiers contribute to the “actualization” of human needs, and may include, among other things, forms of organization, political structures, social practices, subjective conditions, values and norms, spaces, contexts, types of behavior and attitudes [p. 27].  In short, “satisfiers are what render needs historical and cultural, and economic goods are their material manifestation” [p. 29].


Satisfiers, however, do not necessarily make a positive contribution to well-being or enhance the quality of life:  they can also diminish, limit or devalue it.  In this respect, the authors identify five categories of satisfiers, namely:

· Violators or destroyers, which are satisfiers (for example, the arms race) that are intended to satisfy one need (e.g. for protection), but that impair the satisfaction of other needs (e.g. subsistence, affection, freedom).

· Pseudo-satisfiers, which appear to satisfy certain needs (e.g., status symbols – identity;  over-exploitation of natural resources – subsistence; chauvinistic nationalism – identity;  formal democracy – participation; prostitution – affection).

· Inhibiting satisfiers, which – to the extent they over-satisfy a given need – curtail the possibility of satisfying other needs (e.g. the satisfier of paternalism, which pretends to fulfill the need for protection, impedes satisfaction of understanding, participation, freedom and identity;  “Taylorist”-type production, which is said to satisfy the need for subsistence, inhibits satisfaction of participation, creativity, identity).

· Singular satisfiers, which are intended to satisfy only one particular need, such as free-food programs (which satisfy the need for subsistence), insurance systems (protection), spectator sports (leisure).

· Synergic satisfiers, which by the manner in which they satisfy a given need also contribute to the fulfillment of other needs at the same time, as illustrated in the examples in table A-2.


The first three categories of satisfiers described above should clearly be rejected; the fourth can have positive results, while the fifth is what should be preferred from the “social” viewpoint, and for achieving Human Scale Development.


A strategy of Human Scale Development, then, must emphasize synergic satisfiers, which are those that empower the anti-authoritarian perspective and, hence, human freedom.  Consequently, social policy must be directed at fulfilling existential needs through synergic processes, and should to the degree possible reject all others.

TABLE 1
Table A-2

SYNERGIC SATISFIERS

Satisfier
Need
Needs whose satisfaction it stimulates

Breast feeding

Self-managed production

Popular education

Democratic community organizations

Barefoot medicine

Barefoot banking

Democratic trade unions

Direct democracy

Educational games

Self-managed house-building programs

Preventive medicine

Meditation

Cultural television
Subsistence

Subsistence

Understanding

Participation

Protection

Protection

Protection

Participation

Leisure

Subsistence

Protection

Understanding

Leisure
Protection, affection identity

Understanding, participation, creation, identity, freedom

Protection, participation, creation, identity, freedom

Protection, affection, leisure, creation, identity, freedom

Subsistence, understanding, participation

Subsistence, participation, creation, liberty

Understanding, participation, identity

Protection, understanding, identity, freedom

Understanding, creation

Understanding, participation

Understanding, participation, subsistence

Leisure, creation, identity

Understanding

Source:  Max-Neef et al., 1989:  Table 6, page 37.


This paradigm allows us, among other things, to redefine the concept of poverty (poverties), in terms of the relative degree of fulfillment of various “needs”.  The traditional concept is limited and restricted, since it refers exclusively to the situation of whose individuals who can be classed as falling below a determined income cut-off point.  That notion is strictly an economic one:  hence, the authors suggest that we speak not of “poverty”, but of “poverties”.  In fact, any basic human need that is not adequately satisfied betrays a human poverty:  the poverty of subsistence (due to inadequate food and shelter), of protection (due to deficient health systems, to violence, the arms race, etc.); of affection (due to authoritarianism, oppression, relations of exploitation with the natural environment, etc.); of understanding (due to poor quality in education); of participation (due to marginalization and discrimination against women, children and minorities); of identity (due to the imposition of exogenous values upon local and regional cultures, forced migration, political exile, etc.) and so on.  (Max-Neef, 1993, p. 39).


Moreover, the persistence of any kind of poverty in the end becomes a pathology, as for example in the case of unemployment, which – from this perspective – cannot be looked at solely as a lack of work and income, but also as a substantive, and often irreparable, diminishment of the human individual, to the extent that a person feels himself increasingly unprotected.  It destroys a person’s affective relationships, instills in him feelings of isolation and marginalization, and reduces his self-esteem, provoking a crisis of identity (Max-Neef, 1993, p. 40).  Together with individual pathologies there are also collective ones, and these are even more serious, because they generate mass frustration.


The various matrices presented, the authors suggest, could serve as a basis for diagnosis, planning and evaluation.  They could be used in and by local groups in a process of self-diagnosis, whereby they themselves would fill in the squares and thus become aware of their deprivations and their concrete potentialities, by constructing negative and positive matrices, respectively.  Next, they could expand the participatory exercise by designing propositional guidelines towards achieving “self-sufficiency” at the local level.  Finally, these matrices could be useful in detecting practical results.  Clearly, this of great importance for the design, execution and evaluation of social policies.


These exercises should also be repeated at the regional and national level.  “In this way, an iterative process moving from the local to the regional and to the national makes it imperative to develop suitable methodologies which allow us to reconcile harmoniously the views, expectations and proposals arising from the different spaces” [p. 39].  As a result people, who have traditionally been the “object” of development, can become active players as “subjects” and as anti-authoritarian protagonists (Max-Neef, 1993, p. 49).


This proposal for “Human Scale Development “ also makes possible the retrieval and articulation of diversity (economic, cultural, political), in a “modern” world that has no respect for the “distinctive”, and that tends to homogenize all before it:  “Regaining diversity is the best way to encourage the creative and synergic potential which exists in every society.  Therefore it seems advisable and consistent to accept the coexistence of different styles of regional development within the same country, instead of insisting that ‘national styles’ should prevail, when these have so far proved to be instrumental in increasing the affluence of some regions at the expense of the impoverishment of others.  These national styles are conceived mostly in order to strengthen or preserve national unity.  We should not blind ourselves, however, to the fact that unity does not mean uniformity.  There may exist a sounder foundation for real unity when a wealth of cultural potential arises freely and creatively, nurtured by opportunities, technical back-up and support for their development” [p. 39].


“This situation compels us to rethink the social context of human needs in a radically different way from the manner in which it has been approached by social planners and designers of policies for development.  It is not only a question of having to relate needs to goods and services, but also to relate them to social practices, forms of organization, political models and values.  All of these have an impact on the ways in which needs are expressed.” [p. 27]. This is an aspect that is essential for the design of any new social policy.

Clearly this radical recasting of needs (and their relationship with satisfiers and with goods and services) is bound to have some unforeseeable consequences, and will lead inevitably to the in-depth transformation of other concepts, such as that of poverty (which would be seen as “poverties”, depending on the degree to which each need is satisfied in the sense described above) or, as is of primary concern to us here, that of social and development policies.  In this way we must move from strictly economic or reductionist notions to others that are more comprehensive and humanized.  In the end we shall arrive at a definition of Development, oriented towards satisfying basic human needs, through the means of self-reliance, which stands as its condition, means and irreducible value, an aspect that any social and development policy must embrace.


In addition, by understudying needs systemically as deprivations and potentialities, the strategy of development proposed by these authors gives priority to generating endogenous and synergic satisfiers in order to put an end to the vicious circle of poverty.  This perspective stands in sharp contrast to the traditional ones, where hierarchical linearities were laid down with respect to human needs.  Following the assumptions of linearity gives rise to patterns of accumulation that are divorced from any concern for human development.  “If linearity is favored, the development strategy will … establish its priorities according to the observed poverties of subsistence.  Programs of social assistance will be implemented as a means of tackling poverty as it is conventionally understood.  Needs will be interpreted exclusively as deprivations and, at best, the satisfier that the system may generate will correspond to those identified as singular. ….  Paradoxically, this option results in a circular cumulative causation (in the sense of Myrdal) and, thus, the poor remain poor inasmuch as their dependence on exogenously generated satisfiers increases” [p. 44], a critique that cuts right to the core of social policies as they are practiced today.


Hence, any action that is based exclusively or primarily on felt deprivations will have little effect.  Deprivations are expressed in terms of objects, artifacts and, sometimes, services.  Almost never are they expressed in terms of the basic needs to which these deprivations ultimately point.  No account is taken, then, of the fact that actions intended to resolve deprivations are linear actions with singular effects, while actions oriented towards the actualization of basic human needs can generate synergy.  Generally speaking, deprivations are symptoms, and if we opt to act on symptoms we are in fact opting for something that, far from resolving the problem, will perpetuate it and increase dependency (Max-Neef 1989?, p. 129).


The authors conclude with their own perspective:  “Human Scale Development does not exclude conventional goals such as economic growth, so that all persons may have access to required goods and services.  However, the difference with respect to the prevailing development styles lies in considering the aims of development not only as points of arrival but as components of the process itself.  In other words, the fundamental human needs can and must be realized from the outset and throughout the entire process of development.  In this manner, the realization of needs becomes, instead of a goal, the motor of development itself.  This is possible only inasmuch as the development strategy proves to be capable of stimulating the permanent generation of synergic satisfiers” [p. 45]. To put it briefly, applying this perspective we can overturn entirely the paradigms of current social policies, and make them more humane and conducive to authentic well-being. 

Capabilities and entitlements:  the contributions of Amartya Sen


Another recent “heterodox” contribution to the concept of development, of great importance for addressing the problems of social policies, is the Capabilities and Entitlements approach put forward by Amartya Sen (1983, 1985, 1988, 1989, 1989b, 1992, 1993), professor of economics and philosophy at Harvard University.  According to his views, to the extent that development has to do with achieving a “better life”, the emphasis must be placed on the nature of the life that people lead, rather than on its form.


Much of his work, then, is devoted to a critical examination of the notion that the quality of life (and not just the standard of living) can be assessed on the basis of the three focal points that were (or still are) in vogue in this field:  the one based on the goods that a person possesses and uses (looking at their volume and their distribution among individuals);  the one that starts from the “utility” (as understood by the neoclassicists, a kind of  “pleasure measure“) that is derived from goods and services; and the one based on the “basic needs” approach (which of course must not be confused with the human needs concept of Max-Neef), and which in the end is also based on quantitative indicators of the goods and services to which people have access.


Seen from this innovative paradigm, human beings are analyzed in their dual role, not only as primary means of production, the traditional perspective of economic development studies, but as agents, beneficiaries and adjudicators of progress.  Hence, Sen maintains that economic development can only be thought of in terms of expanding people’s “capabilities”.  This approach focuses on what people can do, and development is seen as a process of emancipation from the imposed necessity to “live less or be less” (1983, p. 1115).


This approach requires that, when evaluating development or proposing economic or social policy measures, we must avoid the confusion of means and ends, whereby, as frequently occurs (and not only in practice), we forget that people’s lives must be the principal concern and that production and material prosperity are mere instruments (like Max-Neef’s satisfiers) in service of that concern.  While this might seem like a platitude, such confusion has traditionally led (and still does) to a blinkered analytical and political focus that concentrates solely on expanding real incomes, productivity and economic growth per capita as the central and dominant features of successful development, and as its ultimate goal.


This traditional paradigm would be acceptable if there were a tight relationship linking these two aspects, i.e. between growth and development (and if the means allowed the ends to be fulfilled immediately and completely).  But this is clearly not the case since, as we frequently observe, high and growing levels of income or of utility or of basic needs satisfaction do not necessarily ensure high qualitative standards of living, even though they may be related (in some cases perversely) with the latter.


What is needed, then, is to “evaluate social change in terms of the richness of the human life resulting from it” (1989, p. 43).  Yet, since the very notion of the quality of human life is a highly complex question, we need to develop additional concepts in order to pin down the new vision with precision.  This is where we find the first difference to the Max-Neef approach:  the focus of analysis is no longer needs and fulfillment, but rather the potential to achieve their fulfillment and the freedom to choose among options (which as Sen sees it is an end in itself).


To this end, Sen develops a set (at first glance highly diverse) of unconventional concepts to construct his own perspective on development, in which the conventional paradigms come implicitly and explicitly under critical analysis.


As noted earlier, the human being stands at the center of the author’s analysis and preoccupations:  “(…) commodities are merely means to well-being and freedom and do not reflect the nature of the lives that the people involved can lead” (Sen, 1989a, p. 53).  This, then, is the starting point of his scheme, which brings us to a definition of development as the process whereby human capabilities are broadened and deepened.


As an aid to the reader in following the scheme that we are unfolding here, we may establish the following synthetic chain of concepts that are mutually conditioning, bearing in mind that some may encompass or be preconditions for others, although they do not necessarily lead to each other:


Endowments – Entitlements – Capabilities – Functionings – Quality of Life.


Sen opens his examination with the concept of endowments, defined as the initial set of possessions or belongings that a person or family has, such as its labor, land, tools, goods, money, “human capital” and other life skills and experiences.


This initial endowment can be converted by the individual or family into entitlements (rights to its use or ownership) or into different bundles of goods over which it has ownership or user rights.  This conversion may be achieved through the family’s own consumption or by means of exchange with the initial endowments of nature (via production) or of other persons (via trade, which Sen calls “entitlement exchange”).  Once this is done, the individual has entitlement over an alternative bundle of goods that he can use or consume (in microeconomic terms, this is an endowment vector or a budget).


These entitlements, derived in part from endowments, are customarily protected either by law, if we are dealing with private possessions which are guaranteed by the State and can be defended in court, or by social legitimization, in the case of public goods or subsidies and grants, or by systems of reciprocity between families or distribution within the family.


Such entitlements, understood as the set of goods from among which a person may choose a sub-set, allow us to relate a person’s or a family’s real command over goods and services with the rules of the system and the real position of the person or family in that system (for example, its initial property or endowment).  This way of addressing the problem contrasts with others that avoid the question of ownership, assuming that goods are generally available for distribution among the population.  In this light, Sen shows – by way of illustration – that food can be in abundant supply in a society, and yet people may not the right to make use of it, a situation that leads, in a seeming paradox, to mass famine (See examples in 1989a).


Furthermore – and this is where he establishes the link between the individual and the particularities of the society in which he lives -  whether a person is able to exercise ownership over a sufficient quantity of food to avoid death from hunger depends on the nature of the system of entitlements that prevails in the economy in question, and on the position of that person himself in society.  If we think about this, we will see that it is thoroughly obvious (especially for the design of a new social policy), and yet millions of people have died because of situations in which entitlements were ignored, and the focus was instead on such variables as the supply of food per capita.  Even when the total supply of food per capita is high, some groups can starve because they are unable to exercise ownership over sufficient sums of money.  To see the food problem as a Malthusian problem, in terms of food production or output per capita, can be fatal error, literally speaking (1983, p. 1119).


This is Sen’s first important contribution, and one that is of great use for policy purposes.  We now come to Sen’s central point, when he goes on to distinguish between people’s  “functionings” (the author’s rather unfortunate term) and “capabilities” (which might also be better captured as abilities or potentialities).  “If life is seen as a set of ‘doings and beings’ that are valuable, the exercise of assessing the quality of life takes the form of evaluating these functionings and the capability to function.  This valuational exercise cannot be done by focusing simply on commodities and incomes that help those doings and beings, as in commodity-based accounting of the quality of life (involving a confusion of means and ends)” (1989, p. 43).


Functionings relate to the different standards of living that people achieve (or could achieve), while capabilities refer to our abilities and our potential to achieve those living standards.  In this way, functionings are achievements, while capabilities are the ability attain something and, more specifically, the effective opportunities that a person has in terms of the kind of life he can lead.  This is a point on which any reformed social policy should focus, so as to make it possible to broaden the “effective opportunities” that people have to improve their standard and manner of living.


Human life is viewed here as a set of “doings and beings” that together make up “functionings”, in which measurement of the quality of life (a broader concept that the standard of living in its traditional meaning) is related to achieving the capability to function or do something.  In this process, some variables, such as education and health, are direct determinants of human capability, while others are instrumental, such as farming efficiency or industrial productivity. Here again, it is useful to consider the parallels to Max-Neef’s concept of existential needs:  Sen speaks of doing and being, and Max-Neef adds having and interacting.


Thus, according to this approach, we must view development as “a combination of distinct processes, rather than as the expansion of some apparently homogeneous magnitude such as real income or utility.  The things that people value doing or being can be quite diverse, and the valuable capabilities vary from such elementary freedoms as to be free from hunger or undernourishment to such complex abilities as achieving self-respect and social participation” (1989, p. 54).  Note here that self-respect and social participation are again two axiological needs that coincide with the categories offered by Max-Neef.


With these concepts – confusing as they may appear at first sight – Sen rejects the view according to which the possession of goods and services serves as the exclusive criterion for defining a person’s standard of living (the narrow concept) or his well-being or quality of life (concepts that include capabilities), since the possibilities of transforming goods and services (on the basis of entitlements) into functionings vary from one person to the next, depending on their capabilities.  In this respect, the individual is viewed in a more dynamic way, as having his own potential, rather than as a passive being who merely receives or consumes or enjoys, as in orthodox economic versions.  This represents an advance over the Max-Neef paradigm, since we are now considering not only achievements but also and especially freedom of action.  That is to say, for Sen it is freedom itself that matters, and not just the means by which it is achieved.


Sen traces the origin of this outlook back to Aristotle, and forward to us through Adam Smith to Marx. His basic argument lies in understanding the quality of life in terms of activities that have value in their own right and in the capability of engaging in those activities.  Here he discusses the importance of “functionings” and “the capability to function” as determinants of well-being.  The success of human life will be measured in terms of success at necessary human activities or functionings.  It is at this point that we can build a bridge between the ideas of Sen and of Max-Neef.


If life is viewed as a set of “doings and beings” (i.e. of functionings) that is valuable in its own right, then any attempt to measure the quality of life must take the form of assessing these functionings and the capability to function.  In contrast to approaches that are based on the value or well-being produced by goods (whereby means and ends are confused in what Marx called “commodity fetishism”), the quality of life would now be determined on the basis of these “doings and beings” (“functionings”), and on the capability of the individual to achieve them.


The constituent elements of life are seen thus as a combination of various kinds of “functionings” (in which the individual is “active” and not “passive”), such as – to get right down to basics – escaping from morbidity and mortality, being adequately nourished, undertaking usual movements, etc., or – at a more sophisticated level – achieving self-respect, taking part in community life and appearing in public without shame (this is something that is valued in all societies, but the specific bundle of goods necessary to achieve it, through “satisfiers”, varies over time and space).


In brief, the guiding idea of this approach is that “functionings” are what make up a person’s being, and any measurement of a person’s well-being must lie in assessing those constituent elements.  A “functioning” is an achievement of a person - what he does or is - and any functioning reflects a part of the state of that person (and not only his mental state).  A person’s “capability” is a derived notion that reflects various combinations of “functionings” (“doings and beings”) that he can achieve.  Hence, “capability” reflects a person’s freedom to choose among different ways of living.  The underlying motivation – the stress on freedom – is well reflected in Marx’s claim that what we need is to “replace the domination of circumstances and chance over individuals by domination of individuals over chance and circumstances”.


When applied to the fields of education, housing, health, among other areas, this meaning becomes clearer.  Hence, the concept of development cannot be limited solely to considering such material means, but must also take account, above all, of the “functionings” that each person or family achieves on the basis of them.  This in turn brings us to ask, with respect to education for example:  What kind of education?  Which people are to be educated?  And this brings us back to Max-Neef’s needs matrix.


We know that GDP measures only (a portion of) the quantity of the means of life and well-being that individuals possess (and it does so very imperfectly), but this tells us nothing about what people “extract” from those goods and services, what people do with them, or how they enrich people as human beings, given their personal goals and characteristics.  This is the perspective that gives such force to Sen’s approach.


What interests Sen is not only the goods that serve to achieve some desired goal, but rather the achievement in itself, and indeed the freedom to achieve something. “Primary goods are means to freedoms, whereas capabilities are expressions of freedoms themselves” (1989, p. 48), which means that “only the achieved states are in themselves valuable, not the opportunities, which are valued only as means to the end of reaching valuable states”, and that “the choice itself is a valuable feature of a person’s life” (ibid.).


This approach opens up to us various perspectives of great value for the issue that concerns us.  It recognizes the fact that people value, on one hand, the ability to achieve certain things and, on the other, the ability to achieve certain kinds of successes (such as being well fed, free from preventable disease, able to move from one place to another at will, etc.).  It stresses a person’s “being and doing” (and hence his freedom) more than his “having”.  A person’s well-being, then, must depend on an evaluation of his “functionings”. 


 With this approach new avenues open up for thinking about and encouraging development, at least conceptually, once we realize that what is important in these processes – more than just the material means, the “utilities” or the satisfaction of “basic needs” - lies in promoting the capabilities, functionings and entitlements of the human individual. This also open up new options for social policy.


The approach has also led to a focus on the characteristics of goods, rather than on their volume, since it is their characteristics that allow them to be used in the “functionings” of individuals or families.  The realizing of such functionings, of course, depends not only on the goods that a person may possess, but also on the availability of public goods and the possibility to make use of private goods provided free by the State or the private sector.  Such achievements (being literate, being healthy, being adequately nourished) depend, to a large extent, on State provision of health, education, protection and other services, as well as on the “private social” sector, to use Quijano’s term.  This means that, from the viewpoint of this paradigm, attention should be paid to the importance of evaluating development in terms of functionings actually achieved, something that goes well beyond the mere availability and use of the means (goods and services) for such functionings.


Expanding somewhat on the aspect of the characteristics of goods, in the qualitative sense, we can determine to what point certain goods really contribute as effective satisfiers and hence can fulfill needs, given that our economic system is increasingly prone to producing goods and services with a view to “planned obsolescence” that contribute nothing to, and may well detract from, the quality of life.  This brings us back to Max-Neef’s non-synergic satisfiers.


To conclude, Javier Iguiñiz has applied this perspective in his recent work – expanding it significantly – and has made it the focus of his Alternative Development, which he defines as “a process of expanding human capacities, individual and collective (…) whereby the objective of development (…) is to enrich human life in ways that are not so exclusively, nor so closely, linked to growth of output per capita, even though such growth is generally an important factor in achieving the goal.  The accent is placed on what people can ‘do and be’, and not on what they ‘have’.  From this viewpoint, it is frequently not necessary to have more in order to do more” (1991, p. 18).


He goes on to point out that, thanks to this view of capacities, they can be put to good use, instead of ignored as they generally are, in the service of Alternative Development. He makes the following points:

a.
In our countries, the educational system has expanded tremendously, and yet the ability to apply productively what one has learned is minimal, because of lack of opportunity.

b.
The skills needed to engage in trade and to apply business reasoning, as well as the capacity to organize people, have been developed even in the poorest segments of society, as they struggle, collectively and autonomously, with the problem of survival.  This management experience that exists among low-income groups, and especially among women, gives rise to the capacities that are essential to development, in particular through micro and small enterprises.

c.
The industrialization of our countries, despite its drawbacks, has given birth to a large contingent of entrepreneurs, managers, technicians and others who should be able to adopt an industrial production system with new characteristics.

d.
Agricultural experiments, especially among small farmers in recent years, as much in productive and organizational as in political terms, have opened up an unexpected potential for change.


Nevertheless, as Iguiñiz says, echoing Sen, “a fundamental problem for the full exercise of these capacities is the lack of basic rights in our countries.  Internal discrimination (…) is a prime factor in explaining the frustration of these capacities (…).  The same goes for the massive increase in child malnutrition and (…) the declining quality of the national education system.  The other side of the coin is the ‘brain drain’” (1991, p. 25).


Finally, he is also aware of the importance of rights or entitlements, in the sense used by Sen, for promoting development:  “the structure of productivities in our countries is so varied that resolving the elementary problems of our peoples must inevitably involve establishing a series of entitlements that will give the masses access to basic goods and to their social recognition as equals, regardless of the productivity that their personal capacities may bestow upon them” (ibid., 20).


It is interesting to note that Henry Bruton (1989) applies this concept at the macrosocial level, treating “social capacities” as the fulcrum of future development.
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