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.

