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

New Critiques of the Conventional Focus of Social Policy


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.


Source: Adapted by Schuldt (1998)



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.
