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PREFACE

Preface

The World Summit for Social Development,
held in Copenhagen in March 1995, marked a
watershed in international thinking about devel-
opment. Following years when international
financial institutions and many government
leaders had narrowly focused their attention on
economic growth and stabilization, 117 heads of
state or government committed themselves “to
creating an economic, political, social, cultural
and legal environment that will enable people
to achieve social development” (Commitment
1 of the Copenhagen Declaration).

The Summit’s Declaration and Programme
of Action stressed the importance of equity,
participation, empowerment and solidarity.
Social development depended not only on eco-
nomic growth and getting the so-called funda-
mentals of macroeconomic policy right, but
also on social policy and better distribution of
the benefits of growth. Effective institutions
were also essential—and were seen to include a
strengthened role for the state; a more efficient,
transparent and accountable public sector;
more supportive international agencies; part-
nerships with the private sector; and the active
participation of civil society organizations in
development interventions and policy making.

The task of getting the institutions right was
to be accompanied by new approaches to
financing social development and dealing with
one of the major constraints on development
for many countries in Africa and Latin
America: the debt burden. The Social Summit
also called for democracy and development to
be more responsive to women’s interests and
concerns, and stressed the need to promote
people-centred sustainable development.

But are the reforms that have been proposed
really creating an enabling environment for
social development? This report assesses what
has been achieved in several key areas of policy
and institutional reform, and identifies some of
the major conditions and constraints that have
impeded progress. The analysis is not restricted
to initiatives directly associated with the
Social Summit; it considers reforms that gained
prominence in the 1990s, reflecting more gen-
erally the attempt to integrate social concerns
into development strategies—a recognition
reinforced not only by the Social Summit but
also by other global summits, including those
held in Rio, Cairo, Beijing and Istanbul.

Given the short time since the Social
Summit, it is perhaps unrealistic to expect sig-
nificant progress toward meeting the goals set
out there. Furthermore, the absence of reliable
data makes it extremely difficult to measure
change. What we should expect, however, is
progress in terms of policy changes and institu-
tional reforms associated with the construction
of an enabling environment that would facili-
tate progress.

What emerges is a fairly disturbing picture
of initiatives that remain more at the level of
agency rhetoric than effective implementation;
and patterns of economic growth, liberalization
and inequality that continue to obstruct rather
than facilitate progress in the field of social de-
velopment. Furthermore, the political momen-
tum and pressures that are necessary for pro-
moting social development appear relatively
weak, as do the institutions that might mobi-
lize and distribute resources more effectively.

This situation partly reflects the conditions
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PREFACE

that prevailed just before and immediately after
the Social Summit: the triumphalism of neolib-
eralism, the unprecedentedly high economic
growth in Asian economies, the signs of recov-
ery in Africa and Latin America. All these
tended to obviate the need for drastic reform of
the dominant model. The development experi-
ence of the latter half of the 1990s—in particular,
the financial crisis that gripped Asia and again
threatened Latin America, coupled with height-
ened poverty and inequality—revealed that sev-
eral of the assumptions underpinning develop-
ment strategy at the time of the Social Summit
were seriously flawed or overly optimistic.

Since then there has been some reassess-
ment of the role of the state, as well as some
recognition of the limits of private capital flows
as a panacea for development. There is greater
social sensitivity in the discourse of public
agencies and private corporations, and there
appears to be a growing consensus regarding
the types of institutional and policy reforms
needed to facilitate social development, as
shown by widespread support for initiatives or
concepts associated with debt reduction, tar-
geting, democratization, public sector reform,
corporate social responsibility, partnerships,
participation and empowerment.

But the role of social policy has been largely
restricted to targeting specific social groups, or
safety-net-type provisioning. Distributive jus-
tice and the role of social policies in facilitating
sustained economic growth and development
have been ignored. So too have basic issues
related to the political economy of resource
mobilization—that is, the political and institu-
tional arrangements required to generate
resources for social development and to ensure
that they reach the needy. While the necessity
for social protection has increased, resources
allocated for this purpose are actually shrinking
as a result of declining aid, cuts in government
spending and tax avoidance.

The institutional crisis affecting social devel-

opment is particularly evident in relation to
the role of the state. Continuing pressures to
downsize and control spending have imposed
limits on a renewed role for the state in
national development. The wave of democrati-
zation that held out much hope in the early
1990s has often failed to promote better citizen
participation in public policy making, non-vio-
lent methods for resolving disputes and respect
for human rights. Indeed, the increasingly
technocratic style of decision making—where
“experts” decide policy—undermines the
accountability of state institutions and their
responsiveness to citizens’ demands.

Can actors other than the state play a key
role in promoting social development, or even
substitute for the state? In recent years, there
have been some signs that big business is taking
steps in this direction, projecting itself as
socially and environmentally responsible. It
should, however, be recognized that there are
limits to the extent to which corporate social
responsibility can be enhanced though volun-
tary initiatives and partnerships, as opposed to
stronger forms of regulation and civil society
pressure. Although most donors and multilat-
eral agencies now stress the importance of
working with and through civil society organi-
zations, political and institutional constraints
at international, national and local levels often
limit the effectiveness of civil society both in
advocacy and service delivery. International
development and financial institutions have
not fundamentally changed their governance
structures to permit greater participation by
civil society, while service delivery in the
hands of NGOs often remains fragmented and
unsustainable. Moreover, as NGOs become
more aid-dependent and thus attempt to adapt
to the priorities and procedures of donor agen-
cies, there is a danger that their attributes of
innovation and experimentation, and their
flexible approach to local needs and condi-
tions, are being undermined.

VisIBLE HANDS



PREFACE

The insistence at the Social Summit that
development interventions should be more
responsive to people’s priorities and concerns
has been taken up particularly in relation to
women’s needs, and sustainable development.
Women have certainly gained many hard-won
rights, notably in relation to health, but trans-
lating these rights into effective policies and
programmes has been constrained by public
sector reform, cultural forces and women’s lim-
ited participation in the formal political sys-
tem. Not only is it difficult to make institutions
more responsive to women’s needs—those
needs themselves are often increasing in con-
texts where economic liberalization has
imposed additional burdens. So-called people-
centred approaches are perhaps strongest in
the fields of sustainable development and nat-
ural resource management. There is a consider-
able gap, however, between the rhetoric and
experience of adjusting from top-down to par-
ticipatory design and implementation.

The analysis in this report suggests that
there has been increasing recognition of the
need to rethink the roles and responsibilities of
certain institutions—at both national and
international levels—and to consider more
closely the social effects of economic policies.
However, there has been no major rethinking
of economic policies themselves, nor any seri-
ous attempt to integrate social and economic
policy. Social policy remains largely detached
from economic policy, or is seen as an add-on
intended to mitigate the social costs of eco-
nomic liberalization and structural adjustment.

Nevertheless, there are signs that the ideo-
logical climate for rethinking development
policy is more favourable than it has been for
years. There is growing political opposition to
the social blindness of structural adjustment,
while academic inquiry has eroded the theoreti-
cal and empirical anchoring of the dominant
neoliberal model. Some new perspectives are
gaining force. Human rights and “rights-based”

development—emphasizing the primacy of hu-
man rights law and people’s ability to strengthen
their claims on the state—are very much on
the agenda.

The idea that development strategy is as
much about politics as it is about growth and
agency interventions to distribute limited pub-
lic resources to the poor is to be welcomed, as is
the idea that economic and trade rules should
be linked to human rights considerations.
What remains unclear is who will carry this
agenda forward.

What is evident is that globalization faces a
crisis of legitimacy—and even the dominant
international finance and trade organizations
are beginning to question their own prescrip-
tions and models, and to consider some of the
critical elements of the Social Summit agenda.
This enabling ideological shift is one of the
major gains of the latter half of the 1990s. As
the Bretton Woods institutions themselves
rethink their approach, there is a possibility
that the more inclusive social agenda that was
sown at Copenhagen will find a more fertile
terrain.

A major point that emerges from this
report—and is reflected in its title—is that
development strategies must reassert human
values, human priorities and human agency.
The invisible hand of the market may be able
to keep the global economy turning. But it
takes the human hand to guide it in the most
productive direction and to fashion a world
that is socially inclusive, transparent and
democratically anchored.

Thandika Mkandawire
Director
June 2000
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OVERVIEW

Globalization with a human mask

The Social Summit took place in Copenhagen
in 1995 at a time when free-market enthusiasts
were promising to deliver progress for all. But
there was widespread discontent with the
damage caused by neoliberal policies. Poverty
and unemployment were growing rapidly in
indebted Third World countries. The collapse
of the Soviet Union exposed large numbers of
people to the rigours of the market without
making adequate provision for social protec-
tion. And the welfare state was under threat in
OECD countries, where workers were subjected
to levels of uncertainty unknown for decades.

Many Summit participants demanded
change: a significant increase in economic
opportunity, the creation of new and better
jobs, a more equitable distribution of income,
increased gender equality and inclusiveness. A
chorus of well-informed protest also demanded
economic policy reform, to reduce crippling
instability in global markets and permit robust
economic expansion.

In the five years since Copenhagen, events
have confirmed the incapacity of the domi-
nant macroeconomic model to meet these
challenges. There has been relatively weak
growth of global GDP, with unusually high or
low growth in some countries or regions. This
has been accompanied by falling real wages
and the degradation of working conditions for
large numbers of people.

The instability of the global financial sys-
tem has deepened. The collapse of the
Mexican economy, brought about by the
uncontrolled flight of capital in late 1994, was
followed during 1997 by a still larger economic
crisis in some East and Southeast Asian coun-
tries. Macroeconomic statistics suggest that
these nations have staged a rapid recovery, but
millions of their people have not.

UNEMPLOYMENT AND POVERTY
The most direct impact of crisis has been on

jobs. Unemployment rates doubled in Asian
countries where the depression of 1997-98
was worst. And in Latin America, unemploy-
ment stood in 1998 at its highest level in 15
years. Even those who do manage to find work
are often obliged to accept temporary or part-
time jobs. Or they are swelling the informal
sector—which, in sub-Saharan Africa, for exam-
ple, already contains at least two thirds of all jobs.

Wages in the current labour market are gen-
erally low. Intense competition for employ-
ment means that workers have little capacity
to bargain in most countries. And in regions
struggling to cope with long-term economic
stagnation and indebtedness, the remunera-
tion of workers is often inadequate. Real wages
throughout much of Latin America and Africa
have yet to return to levels considered normal
20 years ago. Even in China, which has expe-
rienced unprecedented growth during the past
two decades, restructuring implies hardship.
Millions of workers in state and collective
enterprises are being placed on leave at half
pay or less.

Failure to create sufficient employment has
undermined the prospects for poverty reduc-
tion. The number of people living in income
poverty fell in the mid-1990s but then started
to rise again in almost all regions. This is not
because the world as a whole has been getting
poorer but because the benefits of growth are
very unevenly spread. There has been a strik-
ing increase in inequality over the past decade.

THE CAUSES OF FAILURE
Faith in the ability of unregulated markets to
provide the best possible environment for
human development has gone too far. Too
great a reliance on the “invisible hand” of the
market is pushing the world toward unsustain-
able levels of inequality and deprivation. A
new balance between public and private inter-
ests must be found.

Efficient markets, functioning in a way that
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promotes widespread well-being, require the
contributions of a well-run public sector. They
require a healthy, well-educated and well-
informed population. And they require the
social stability that grows out of democratic gov-
ernance and an acceptable level of social security.

In fact, the greater the degree of openness of
a market economy—the greater its exposure to
market forces—the more important is the role
that must be played by national governments
in the field of social policy. Yet the thrust of
much of the neoliberal agenda has run directly
counter to this dictum. For decades, the pre-
vailing orthodoxy has counselled a reduction
of state functions. And for decades, govern-
ments without the capacity to resist this pres-
sure have been abandoning essential elements
of public social provision.

THE RESPONSE OF THE

INTERNATIONAL COMMUNITY

In response to obvious failures in the current
development model, the international commu-
nity has begun to move in various directions.
There is little coherent orientation to this pro-
cess. In fact, even within a single institution, it
is usual to find initiatives that contradict each
other—so that what may be accomplished
through trying one new approach is largely off-
set by what may be lost through another.

A renewed emphasis on poverty alleviation
is perhaps the most visible new departure.
Although this is of vital importance, most
agencies and governments are adopting a tech-
nocratic approach to a highly complex social
problem. Their focus is narrowly remedial and
is all too easily associated with an attack on the
principle that public services should be
extended to all citizens equally. Creating a dual
structure of social services—one aimed at the
poor and funded by the state, and one aimed at
everyone else and provided by the private sec-
tor, is good neither for social integration nor
for the quality of public services.

Public provision is under attack from other
quarters as well. Both the aborted Multilateral
Agreement on Investment and discussions in
the WTO would convert basic public services
into commodities—subject to the same com-
petitive bidding as any other item in the gen-
eral category of “trade in services”.

To offset the divisive incursion of market
forces into areas that are essential for social
security and stability, there has been renewed
support during the past five years for some form
of global social standard-setting. When linked
to trade sanctions, this has proved extremely
controversial. Since increasing globalization
requires the elaboration of shared social norms,
it is necessary to find a way out of this impasse.

NEW ARCHITECTURES?

As the social and political nature of the market
becomes obvious to a wider group of thinkers
and policy makers, there is an incipient return
to the kinds of integrated approaches to devel-
opment that were in vogue in the 1960s and
1970s. The Comprehensive Development
Framework of the World Bank, for example,
tries to treat structural and social concerns in
conjunction with aspects of the macroecono-
my and finance.

At the same time, there is much talk of cre-
ating a new institutional setting at the interna-
tional level, a new context for stimulating
broadly based growth and reducing unaccept-
ably high degrees of volatility and risk in the
global economy. Useful as it may be, this dis-
cussion is concerned above all with ensuring
the stability of the system. Movement toward
alternative development models is not visible.

Moreover, there is complete silence on how
to go about creating the social development
architecture that would have to underpin the
central vision of the Social Summit. This must
allow for qualitatively new approaches to
growth, based on a new understanding of the
vital role of a healthy, literate and secure society
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in creating the conditions of economic progress.
Yet social policy today remains largely detached
from economics, or is seen as an add-on intended
to remedy the ill effects of misconceived eco-
nomic development. Until this changes, it is
unlikely that the “society for all” envisioned by
signatories of the Copenhagen Declaration will
be within our grasp.

Who pays? Financing social development
More wealth has been generated over the past
few decades than ever before. But far too little
of it is being channelled into financing social
development. In fact, while levels of social
spending have generally been maintained in
the advanced industrialized countries, they
have plummeted in many highly indebted
nations and in the Commonwealth of Inde-
pendent States.

DEBT RELIEF

Since governments in many poor countries pay
more in interest to foreign creditors than they
allocate to basic social services, a resolution of
the long-standing debt crisis is imperative. One
apparently promising response to this chal-
lenge was the Heavily Indebted Poor Country
(HIPC) initiative, launched by the IMF and
the World Bank in 1996. In the event, the ini-
tiative has achieved little. Responding to pres-
sure from international coalitions, notably
Jubilee 2000, the Group of 7 industrialized
countries promoted further debt write-offs in
1999, although these also fell short of expecta-
tions. The most effective steps have been taken
by individual countries, some of which have
announced plans to cancel all bilateral debt
owed by the poorest nations.

HIPCs account for only about 10 per cent of
total Third World debt. The rest is owed by
less-poor or middle-income countries, where
the debt crisis of the 1990s has evolved into
long-term subjection to the international bond
markets. The new debt bondage has serious

implications for democratic control over social
policy. Even to hint that the debt overhang is a
constraint on social spending—or that social
and economic policy must change—will flash
warning signals to investors around the world.
This will depress bond ratings, raise the level of
interest that governments must pay to bond-
holders, and perhaps promote capital flight.

Continuing poverty and the likelihood of
further crises demand not just urgent attention
to immediate debt problems but also a fresh
approach to future borrowing. This will require
new institutions for dealing with debt, includ-
ing the possibility of sovereign bankruptcy. A
growing willingness to discuss this issue is one
of the more positive developments of the past
few years.

At the same time, it is important to con-
front the difficult issues posed by conditional-
ity. If anything, the conditions imposed for
potential debt relief grew more complex in the
late 1990s. Now borrowers should not only
carry out market reforms, but also target relief
toward the reduction of poverty. While this is
understandable, it is not likely to be effective.
It is probably more useful simply to insist that
each debtor government take its budget deci-
sions in an open and democratic fashion.

DEVELOPMENT ASSISTANCE

To strengthen the economies of the poorest
countries, debt relief is not enough. An
increase in development assistance is also
essential. Although this was promised at
Copenhagen, it has not been forthcoming. By
1998, development assistance was down to
0.23 per cent of donor countries’ GNP.

This decline is partly a result of “donor
fatigue”—disenchantment with inefficiency
and corruption in recipient countries. But
problems with aid are not entirely due to the
weakness of Third World institutions. In
recent years, development assistance has had
to operate in such a generally hostile global
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economic climate that its limited success is
hardly surprising. Not only has a considerable
proportion of all aid been channelled toward
debt repayment, but it has also been used to
finance donor-mandated policy reforms that
have produced meagre results.

As donors increasingly recognize the pitfalls
associated with conditionality, some are chang-
ing tactics. Instead of being selective within
countries—indicating areas of priority action
—they are being more selective among coun-
tries. They are choosing partners with records
of good governance and economic reform and
allowing them greater control over the use of
funds. This is progressively reducing the num-
ber of countries to which bilateral donors pro-
vide assistance.

A way to avoid the dilemmas associated with
foreign aid is simply to replace it—perhaps
with a new international development fund
that would automatically transfer money from
rich countries to poor ones. Proposals of this
kind, which frame the challenge of poverty
eradication in terms of human rights, rather
than discretionary giving, are often linked to
demands for new forms of international taxation.

THE NEED FOR TAX REFORM
Even if there were to be less debt and more aid,
developing countries attempting to meet the
most pressing social needs of their people must
generate more of their own resources through
taxation. But their already precarious tax base
has been further weakened by recent free-mar-
ket reforms. Much of their public revenue
comes from taxation on trade—a source that
diminishes brusquely as tariffs fall. A further
problem—for all countries—is the prospect of
tax competition. Governments are wary of rais-
ing taxes on foreign, or even national, busi-
nesses, because they might relocate elsewhere.
A growing informal sector also shrinks the
number of taxpayers.

The trend virtually everywhere has been to

make up for growing shortfalls by increasing
consumption taxes—and particularly the value
added tax. This may raise revenue, but it is
essentially regressive—taking a larger propor-
tion out of the incomes of the poor.

There are more progressive options. One
would be to remove tax benefits for offshore
accounts. An IMF study has calculated that if
these $8 trillion-worth of deposits earned
income of around 5 per cent per year, and this
were taxed at 40 per cent, some $160 billion
would be raised annually—almost double what
it would take for all countries to guarantee
basic social services.

In the last analysis, only co-ordinated inter-
national action can protect the revenue base of
governments. New information technologies
and financial liberalization give individuals
and businesses increasingly sophisticated options
for moving their funds internationally, in ways
that elude taxation. As awareness of this threat
becomes more widespread, there are growing
efforts to counter cross-border avoidance.
Proposals to establish a World Tax Organization
are also gaining considerable attention.

PENSION REFORM

Pension schemes all over the world have come
under pressure from a combination of shrink-
ing government resources and aging popula-
tions. Advanced industrialized countries have
remodelled their public pensions schemes
without abandoning them. But many develop-
ing countries have been encouraged by the
World Bank and the IMF to attempt a radical
privatization of pension programmes.

Both the theoretical and practical bases for
this experiment have been questioned. In late
1999, the World Bank itself prepared a thorough-
going critique of the economic and actuarial
justification for privatization. And recent
evaluation of the Chilean experience suggests
weak performance in terms of efficiency, yield,
coverage and gender equity.
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It is time to introduce a note of caution and
realism into what has often been a highly ideo-
logical debate. The most creative attempts to
provide security for the aged have involved
innovative combinations of public and private
schemes.

MOBILIZING RESOURCES

AT THE GRASSROOTS

When facing high debt payments, declining
development assistance and falling tax rev-
enues, governments must make a special effort
to use scarce resources efficiently. In this
regard, the international development commu-
nity has strongly recommended such measures
as decentralizing and targeting services, and
introducing user fees in basic education and
health. These are not panaceas. In some cases,
they are useful. In others, they simply shift the
burden for financing social development
downward, away from those who have most
toward those who have least.

Providing micro-credit has become one of
the most popular forms of assistance at the
local level. These small loans alleviate immedi-
ate problems, but they do not usually lift people
out of poverty. It is remittances—income sent
back home by migrant workers in foreign coun-
tries—that play by far the largest role in improv-
ing the level of living of low-income groups in
developing countries. Between 1970 and 1995,
global flows of remittances are estimated to have
grown from $2 billion to around $70 billion.
Providing a broader range of financial services
at the local level could enhance the usefulness of
these resources.

Fragile democracies

As participants in the Social Summit affirmed,
promoting social development requires vigor-
ous democratic institutions. And in fact, the
vast majority of countries now have formally
democratic systems of government—many of
the newer ones with strong support from the

United Nations. But the creation of the full
range of institutions required to support demo-
cratic deepening is a long and difficult process.
A number of countries are only setting out on
this road, or appear to have stopped along it at
an early stage.

Incomplete transitions produce illiberal
democracies, lacking such essential democratic
institutions as an independent judiciary and a
free press. These incomplete democracies con-
tinue to shelter powerful groups, who are
accustomed to operating outside the demo-
cratic arena. Thus in Latin America, govern-
ments still unable to complete the transition to
democracy provide continued protection to
former military leaders. In Africa, they allow
autocrats a continued hold on power. And in a
number of countries in Eastern Europe and
Central Asia, they permit old party bosses to
rule behind the fagade of elections. Such coun-
tries also tend to have weak administrations,
with poorly paid and ill-trained civil servants
who are vulnerable to corruption.

Even countries that have made considerable
progress in the construction of democracy con-
front dangers that should be recognized. The
first of these is voter disillusionment, when
elected governments confront difficulties in
ensuring stability and economic development.
People may prefer authority to uncertainty.
Thus there is always a risk that underperform-
ing democracies will harden into autocracies.

ETHNICITY AND DEMOCRATIZATION

Democratic regimes are also vulnerable to the
centrifugal forces of ethnic conflict—and in
fact, some governments are tempted by autoc-
racy as a means of holding multi-ethnic states
together. Ethnic diversity is not a problem in
itself. The problems arise only when ethnic
identity is politicized—at which point it can be
used to provoke behaviour that is insular,
xenophobic and destructive. The civil wars of
the 1990s may not have started as ethnic con-
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flicts—but ethnic identity certainly came to
the fore once they were under way.

There are many ways of accommodating the
interests of ethnic groups, to coincide with the
needs of different political systems and soci-
eties. For example, federal structures can
devolve considerable authority to state or
provincial assemblies. Governments can also
choose electoral systems that encourage parties
to appeal to voters across ethnic lines. Or they
can accept the fact that citizens will vote along
ethnic lines, and design a system that obliges
ethnically based parties to share power.

Reforms should aim to weaken polarity and
promote moderation. They should also
strengthen institutions constructed in non-
ethnic ways—such as trade unions, profes-
sional associations and other civic organiza-
tions. Governments must try to avoid freezing
existing ethnic cleavages, and they must leave
citizens the room to change their affiliation or
express multiple identities.

THE RISE OF TECHNOCRACY

Finally, contemporary democracies—whether
new or old—are increasingly vulnerable to
takeover by technocrats. As globalization and
financial liberalization  subject national
economies to the dictates of international
financial markets, power is being drained away
from elected representatives toward officials
who operate beyond democratic oversight.
Governments anxious to maintain their cred-
ibility try to lift macroeconomic decisions out
of the day-to-day political fray and into the
more esoteric realm of highly trained finance
ministers and central banks, as such moves are
likely to generate confidence among interna-
tional investors.

Technocratic decision making has also been
spurred by the growing ascendance of the new
managerialism, in which governments are sup-
posed to operate more like businesses. This way
of thinking has had greatest impact in the

OECD countries, but developing countries
have also been affected by it.

Citizens may not worry about technocratic
government if it delivers economic stability
and development. But isolating policy makers
from popular sentiment can alienate citizens
and block the way to future progress. It can also
weaken democratic institutions. Therefore par-
liamentary oversight of key economic policy
decisions must be improved.

Democracy is not a static condition. It is a
constantly evolving process. The best way to
achieve durable support is through participa-
tion, dialogue and compromise. Without these,
democracies can mutate in unpredictable and
unsettling directions.

A new mission for the public sector
Between 1945 and 1980, the public sector
enjoyed unprecedented expansion. Most peo-
ple wanted their governments to play a central
part in national development. During the
1980s and 1990s, however, some states disinte-
grated and many were affected by free-market
reforms.

The most pervasive and far-reaching reforms
have been those that aim for fiscal stability—
concentrating particularly on cutting public
expenditure. It is significant that in the
advanced industrialized democracies, states
did not succeed in cutting expenditures by
much. They faced stiff resistance from citizens
who defended existing social services and
entitlements.

Developing countries faced less well-organized
civic opposition and cut expenditures much
more sharply. Their resolve was stiffened by
pressure from international financial institu-
tions. In fact, budgetary reforms have been the
single most important condition imposed in
conjunction with structural adjustment loans
over the past two decades.

Between 1990 and 1997, public expenditure
as a proportion of GDP fell from 26 to 22 per
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cent in sub-Saharan Africa. Meanwhile, in the
OECD countries it rose from 45 to 47 per cent.
The privatization of public enterprises was
another strategy employed to reduce budget
deficits. Developing and transition countries
privatized public enterprises worth $155 billion
between 1990 and 1996. Governments in Latin
America led the way—accounting for more
than half these sales.

With the encouragement of the World Bank
and the IMF, governments have also aimed to
increase the efficiency of the public sector. In
this, they have been guided by theories of new
public management, which apply principles of
economics to political and bureaucratic pro-
cesses. Generally, this means breaking activi-
ties into more manageable parts—creating new
agencies and quasi-markets within the admin-
istration, as well as contracting services out.

Such systems can only work if there is effec-
tive monitoring based on sound budgeting and
regular flows of accurate information—areas in
which many governments of developing coun-
tries are weak. In these circumstances, the new
systems may create little more than an empty
managerial shell.

Effective public sector reform requires a
skilled cadre of people who are well educated
and well paid. Yet public servants in the major-
ity of developing countries have seen their real
wages fall steeply, and systems of higher educa-
tion in poorer countries are often in crisis.
University buildings are decaying, equipment
is non-existent and teachers are joining the
private sector, taking on extra jobs or migrat-
ing abroad. This is in part an outcome of
forcing a trade-off between improving “basic
education” and supporting secondary and uni-
versity instruction.

Reforms of the public sector should be
firmly grounded in what citizens see as the mis-
sion for their state. In the last analysis, these
missions are not managerial; they are social.
People want to move toward societies that are

more prosperous, equitable and harmonious.
Having ambitious managerial targets may be a
part of this—but only a small part. Indeed,
focusing too rigidly on market-driven reforms,
without building broad political consensus for
change, is likely to perpetuate the incidence
of failed states, civil wars and developmental
stagnation.

Calling corporations to account

In the past, transnational corporations were
rarely called upon to have explicit social poli-
cies. But that is changing. Today, TNCs find
themselves embroiled in many of the most
vexed social issues, from global warming to
child labour to genetically modified food.

There are a number of reasons for this. One
is the sheer scale of transnational operations:
some 60,000 corporations now account for one
third of world exports. This inevitably gives
them a higher public profile. But corporations
have also come under much closer scrutiny
from non-governmental organizations, particu-
larly those concerned with the environment
and human rights.

In response, TNCs have developed a series
of voluntary initiatives—including codes of
conduct, environmental and social certifica-
tion and auditing systems, and compliance
with various international standards. They
have also started to work in partnership with
their critics, as well as with agencies of the
United Nations.

This may occur because corporations be-
lieve it is their duty. More likely, it is a strategy
of reputation management, deployed either to
gain a competitive advantage through a cleaner,
greener, image or to avoid negative publicity
and the risk of consumer boycotts. Although
only a few consumers will go out of their way to
buy ethical goods, many more will shun compa-
nies that have been accused of environmental
destruction or of employing child labour.

Many companies have mastered socially
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responsible rhetoric, but few have taken com-
prehensive action. Only a small proportion of
companies have introduced codes of conduct.
These tend to be narrow in scope and are often
not independently verified. Some of the most
inflated claims come from corporations that
say they are contributing to sustainable devel-
opment—which generally means merely that
they are making some efforts to achieve eco-
efficiency.

Corporations want to avoid “hard” regulation
and would prefer “soft” approaches through
voluntary initiatives and partnerships. But left
to their own devices, TNCs are likely to fulfil
their responsibilities in a minimalist and frag-
mented fashion. Ultimately, most corporations
will only respond to stronger regulation, and to
close monitoring by NGOs, trade unions and
consumer groups.

Civil societies

The Social Summit, like many other interna-
tional gatherings before and since, placed a lot
of trust in civil society—all the myriad groups
that belong neither to government nor to the
profit-making private sector. Civil society or-
ganizations (CSOs) have certainly been prolif-
erating in recent years, partly as an outcome of
increasing democratization, but also in response
to the availability of donor funds seeking civil-
society partners.

CSOs AND SERVICE DELIVERY

Non-governmental development organiza-
tions—NGDOs—are an important subset of
civil society. For decades they have made
important contributions to key issues of devel-
opment policy. What is different today—par-
ticularly in developing countries—is the
extent to which governments and aid agencies
expect them to provide social services, either
independently or in collaboration with the
state. This is part of the more general trend
toward reducing the obligations of govern-

ments and shifting responsibility for social pro-
vision to the profit-making private sector and
non-profit organizations. By the mid-1990s,
NGDOs disbursed approximately 15 per cent
of total public development aid.

Donors assume that NGDOs are more
efficient at providing services than govern-
ments, but there is little evidence to support
this. In fact, NGDOs tend to have an uneven
reach, to offer services of inconsistent quality
and, often, to provide sporadic coverage. Their
advantage usually lies in their ability to experi-
ment with new approaches and adapt projects
to local circumstances.

Donors would like the NGDO ethos of
independence and creativity to pervade official
aid programmes. Unfortunately, the reverse
appears to be happening: NGDOs are becom-
ing dependent on foreign donors and tend not
to challenge donor policies and procedures.
Today, far fewer NGDOs than in the past
would consider themselves campaigning advo-
cates for the poor. As contract-based service
providers, many do as they are told.

Perhaps the most serious danger in deliver-
ing services through NGDOs is that of confus-
ing lines of accountability. Even when services
are subcontracted, ultimate responsibility for
their quality must lie with the state. Yet as
governments withdraw from certain areas,
their capacity to formulate effective strategies,
or to monitor or evaluate sub-contractors, may
be reduced.

INTERNATIONAL ADVOCACY
International advocacy is another area in
which CSOs have achieved greater promi-
nence during the past few years, particularly at
the United Nations. CSOs do not generally
participate in formal UN decision making, but
they do affect the terms of the debate—partic-
ularly in areas such as human rights, which are
politically controversial.

CSOs were prominent in the series of UN
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conferences held during the 1990s. By the time
of the Social Summit, CSOs had debated and
provided alternatives to every key phrase in the
draft documents. In addition, 1,500 CSOs now
have official accreditation to the United
Nations Economic and Social Council—
ECOSOC—and there have been attempts to
accord them a formal status in the General
Assembly as well.

The international agency that has received
the most sustained criticism from CSOs is the
World Bank. Opposition to World Bank pro-
grammes intensified in the 1990s, with blanket
denunciations of its development policy
(expressed through the “Fifty Years Is Enough”
campaign), as well as mobilization against
high-profile dam and resettlement pro-
grammes. This finally forced the Bank to aban-
don some projects and to establish improved
mechanisms for internal review.

The women’s movement has also made
effective criticisms of Bank programmes,
prompting establishment of a Gender Analysis
and Policy Group. But although CSOs have
had an impact in certain areas of the World
Bank’s work, it remains to be seen whether
these changes affect the Bank’s core activities.
They have not yet shifted the economic ration-
ale for project decisions—and they do not yet
seem to be incorporated into the day-to-day
operation of the institution.

At least, the World Bank has become more
willing to co-operate with CSOs. This repre-
sents progress, but it also enhances the risk that
members of civil society organizations will be
offered pseudo-influence. Some of their mem-
bers, incorporated into Bank activities, may be
able to promote incremental reforms. But more
fundamental change will probably only come
from persistent, objective external criticism.

In terms of achieving policy change, one of
the most significant achievements of interna-
tional civil society in the 1990s was the sink-
ing, or at least the temporary submersion, of

the Multilateral Agreement on Investment in
1998. The anti-MAI campaign probably sig-
nalled the coming of age of the Internet for the
hundreds of pressure groups that used e-mail
and Web sites to co-ordinate their strategies.
This experience was used to good effect in
other international campaigns, like the Jubilee
2000 coalition against debt, the mobilization
against land mines and protests against geneti-
cally modified food. It also served as back-
ground for massive protest surrounding the
World Trade Organization meeting in Seattle
in November 1999, which underscored grow-
ing public unease with the nature of negotia-
tions on free trade.

Increasing international activism is some-
times taken as proof that a new global civil
society has been born. This probably overstates
the case. What has emerged is a raucous and
intelligent combination of research, idealism
and cheap technology—now armed with
human rights law. Governments, corporations
and international institutions ignore these
voices at their peril.

Getting development right for women
Women'’s groups and coalitions played a promi-
nent part in the international conferences of
the 1990s. But despite such visibility, many
political and cultural barriers to gender equity
remain stubbornly in place. And women often
bear much of the burden of the social disloca-
tion that has accompanied economic liberali-
zation during the past two decades.

DEMOCRACY AND GENDER EQUITY

Recent transitions to democracy owe a great
deal to pressure from women’s movements—
with feminists and popular women’s groups
working together to bring about changes in
government. But the heterogeneity of these
groups often makes it difficult for them to forge
coalitions in subsequent democratic regimes—
and thus to improve the institutional context
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for gender equity.

Democratic institutions are not automati-
cally gender equitable. In fact, the low level of
participation by women in formal democratic
politics remains a problem in the large majority
of countries around the world. On average,
only 13 per cent of all members of parliament
in the world are women. The cultural construc-
tion of political office as masculine plays a sig-
nificant role in maintaining this imbalance.
And to overcome it, some governments and
political parties are engaging in electoral engi-
neering—requiring that a certain proportion of
all candidates be women, or specifically reserving
a certain number of seats in parliament for them.

Unfortunately there is no guarantee that
women who are elected to office will stand up
for women’s interests. Many successful women
politicians have not been feminists. And those
who have achieved representation through
quotas or reserved seats may be reluctant to
voice dissent. Still, women parliamentarians in
many countries have come together to push for
progressive legislation on such issues as divorce,
domestic violence and reproductive rights.

WOMEN AND SOCIAL POLICY

Women in parliament have been less successful
in influencing decisions on social policy and
public expenditure that have crucial implica-
tions for women. For example, the kind of
health sector reform introduced in many devel-
oping countries during the 1990s has frequently
been disastrous for poor women. Aimed at
improving cost-effectiveness, these reforms have
introduced user charges and greatly restricted
the kinds of services available in public clinics.
They have also raised difficult questions for the
women’s NGOs that are being drawn into them
as service providers and monitors.

Economic crises and structural adjustment
programmes have obviously affected educa-
tional opportunities as well. There is a new
emphasis on expanding primary school enrol-

ment, and this has been increasing in recent
years. But drop-out rates remain high, and
many poor families have to choose which of
their children they can afford to have edu-
cated. For economic or cultural reasons, they
frequently choose to keep girls at home.

Moreover, the reduced coverage and quality
of secondary education is emerging as a major
concern. The cultural constraints on female
education tend to become particularly acute at
the secondary level. Thus as the quality and
coverage of secondary education declines, girls
in particular may lose out. And, ironically,
many studies have shown that the much-publi-
cized benefits from female education tend to be
greatest at higher levels of schooling.

Education should also enhance women’s
economic entitlements. Certainly, more
women are working outside the household
than ever before, for a variety of reasons. First,
more women now need to work to ensure fam-
ily survival. Second, there are now more
women-supported households. Third, there has
been a rapid growth in the industries that
employ a high proportion of women.

This offers women more opportunities but
also exposes them to new risks. Many indus-
tries that employ women offer poor wages and
working conditions. While there is some evi-
dence that men’s and women’s wages may be
converging, it seems that this is often because
men’s wages have been falling—not because
women’s have necessarily been rising.

FULFILLING WOMEN’S RIGHTS

Improving the condition of women will mean
not simply meeting their needs, but fulfilling
their rights. Some of these, like freedom from
repressive traditional codes of behaviour, and
freedom from domestic violence and forced
pregnancy, are basic civil and political rights.
Others are social and economic rights, like
access to high-quality public services in the
field of family care. In a world where much of
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the responsibility for social services is being
pushed off on communities and families, the
societal value of women’s work as care-givers
must be recognized. Decent “care conditions”
are at least as much an entitlement of citizens
as decent conditions of work.

Sustaining development

Development agencies now claim to be pursuing
people-centred sustainable development. This
should imply working in a more integrated
fashion—taking a serious look at the sustain-
ability of existing patterns of production and
consumption, and co-operating closely with
local communities in setting priorities for action.

SUSTAINABLE CITIES

If these principles are to have any lasting value,
they will have to work in cities—which now
house almost half the world’s population. In
fact, the Earth Summit considered ways to
achieve sustainable development in cities, and
spelled out priorities as Local Agenda 21.

A number of campaigns are under way, but
their impact has been limited. The impetus for
change has often come from middle-class com-
munities, who are more interested in dealing
with specific environmental problems than
with altering unsustainable patterns of consump-
tion, or inequality. Meanwhile, many poor
communities are involved in self-help initia-
tives, but they rarely take part in wider urban
planning or politics.

Achieving sustainable cities demands strong
civic cultures and a new politics of cohesion
and collaboration. These take time to build—
longer certainly than most development agen-
cies customarily contemplate.

SUSTAINABLE AGRICULTURE

The world has proved remarkably successful at
food production—though less effective at dis-
tributing the output so that no one goes hungry.
Many people argue that, with new technol-

ogies, production will continue to keep pace
with population. But many aspects of modern
agriculture are unsustainable—absorbing ever-
increasing quantities of energy and degrading
the environment.

Some international agencies and govern-
ments are paying more attention to forms of
agriculture that replenish—rather than exhaust
or degrade—natural, human and social capital.
This would mean making better use of natural
processes such as nutrient cycling, nitrogen fix-
ation, soil regeneration or natural pest con-
trol—and fuller use of the special knowledge
and skills of farmers.

But this experience is likely to remain local-
ized unless some major constraints are overcome.
Most attempts to promote sustainable agricul-
ture have had to struggle against existing
national policies that heavily subsidize energy-
intensive agriculture and promote patterns of
structural adjustment that weaken farming
communities. There has also been far too little
co-operation with farmers to explore what
works best under local conditions. Sustainable
agriculture is not a concretely defined set of
technologies; it is a process of social learning.

SUSTAINABLE WATER SUPPLIES

There is increasing pressure on global water
supplies. In the past it was assumed that the
solution was large-scale state provision. Now
many governments believe that the private
sector and communities should take greater
responsibility, and that activities should be on
a smaller scale. Some of this change has grown
out of public opposition to the construction of
large dams that have caused serious environ-
mental damage and social dislocation. And it is
clear that many large-scale irrigation systems
have also been ineffective and expensive.

One of the most common solutions to water
supply problems is to make associations of
farmers responsible for running smaller-scale
irrigation schemes. This is not an easy option.
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It assumes that the irrigation system is actually
working. It also assumes that farmers see some
economic benefit in taking on this commit-
ment. In practice, achieving efficiency, sustain-
ability and equity can be very difficult. But it is
at least clear that water resources planning
needs to be taken out of offices and into villages
and town squares. Only then can it identify real
bottlenecks and propose manageable solutions.

FOREST CONSERVATION

World development has frequently been at the
cost of the world’s forests. And the process of
degradation appears to be continuing. Poor
communities have always struggled to protect
their own environments, but have often been
overcome by economic or climatic pressures, or
overwhelmed by outside forces. Halting this
process will mean moving toward more partici-
patory conservation that takes into account
the rights and needs of local communities. In
particular, it will mean promoting more diverse
forms of income generation, so people can earn
their living while conserving their environment.

CONTINUITY OR CHANGE?
The term people-centred sustainable develop-
ment has reminded the international commu-
nity that development demands more than
economic growth; that some features of mod-
ernization have unacceptable social and envi-
ronmental costs; and that this requires differ-
ent economic policies and approaches to
project implementation. But few governments
and international agencies have made signifi-
cant changes. Most have simply applied new
terminology to what they were already doing—
perhaps with a few extra elements bolted on.
Governments and international finance and
trade institutions need to be far more sensitive
to the social and environmental costs of their
policies, and to make their decision-making
processes more democratic. Popular mobiliza-
tions that got sustainable development on the

agenda in the first place still have much to do if
they want to see new ideas implemented.

In the last analysis, action depends on peo-
ple’s interpretation of what is possible and
right. Thus the longer-term nature of mobiliza-
tion for sustainable development depends not
only on activism, but on dominant views about
where the world could—and should—be going.
If those views support high-consumption
lifestyles, then many hard questions about
environmental sustainability will not be seri-
ously addressed. And if they sanction unlim-
ited individual gain, it is obvious that institu-
tions designed to promote the common good
will suffer.

Five years after Copenhagen, there is little
indication that the fundamental goals and val-
ues orienting world development are moving
toward greater social responsibility. Incentive
structures in everything from education to
investment decisions have been reoriented
toward improving the options of the profit-
maximizing individual. The investor has
become much more important than the
worker. And the consumer has gained higher
status than the citizen.

Questioning extreme individualism and the
unbridled power of money—reasserting the
value of equity and social solidarity, and rein-
stating the citizen at the centre of public life—
is a major challenge of our time. The “invisible
hand” of the market has no capacity to imagine
a decent society for all people, or to work in a
consistent fashion to attain it. Only human
beings with a strong sense of the public good
can do that.
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CHAPTER 1

Globalization is splintering many soci-
eties and doing little to eradicate
poverty. Grudgingly, the international
financial institutions have conceded that
the neoliberal model has harmful conse-
quences. But they prefer to mask the
damage rather than shift to more
humane—and more productive—forms
of development.

Globalization has had the aura of an irresistible
force of nature—a tidal wave of free trade,
open markets, capital flows and high technol-
ogy, and a deluge of information, that will
eventually deliver progress for all.

This triumphalist tone can still be heard—
but less often. Integration has certainly pro-
ceeded apace, and communications technology
and the Internet sweep onward, while the trad-
ing environment becomes ever more liberal.
But now there is less certainty that these devel-
opments are really improving people’s lives.

From development to adjustment
Conventional wisdom on development has
shifted over the years. Often this has been a
response to new circumstances—as countries
have moved through different periods in their
development. But sometimes the changes
merely represent shifts in fashion.

From the 1950s onward, many governments
drew up development plans in conjunction
with visiting experts from the World Bank and
elsewhere. They planned to accelerate eco-
nomic growth, while simultaneously improving
standards of health and education and promot-
ing community development. Many had con-
siderable success.

Over the period 1960-85, countries defined
by the World Bank as low- and middle-income
grew on average by 5.9 per cent annually. Of
course some regions grew faster than others,

and progress was uneven. Thus East Asia and
the Pacific grew at 7.3 per cent, while sub-
Saharan Africa managed only 4.2 per cent and
South Asia only 3.6 per cent. Latin America
seemed to be doing reasonably well over this
period, growing at 6.0 per cent annually—
indeed some of the faster-growing Latin
American countries, such as Mexico and
Brazil, seemed to be pressing on just as rapidly
as newly industrializing economies in Asia.

Although such growth rates contributed to
increases in per capita income, it became clear
that benefits were not trickling down to the
poor. This led in the 1970s to a shift in empha-
sis  toward redistribution with growth.
Governments hoped that the benefits of addi-
tional growth could be directed toward the
poor, while not demanding too many sacrifices
from the rich. Adoption of the basic needs
approach and promotion of strategies for inte-
grated rural development were associated with
this stage in development thinking.

But any prospect of growth with equity was
soon undermined: the oil shocks of the 1970s,
the decline in commodity prices, and the esca-
lating debt burden all slammed the brakes on
economic expansion and plunged many poor
countries into economic crisis.

The 1980s marked the emergence of a great
continental divide. Asian countries continued
to prosper: over the period 1980-89, East Asia
and the Pacific grew by 7.9 per cent annually,
and South Asia by 5.5 per cent. But Latin
America and sub-Saharan Africa saw growth
collapse to an annual rate of 1.7 per cent.

The causes of this striking bifurcation have
been a subject of continuing debate. The
orthodox view, held by the IMF, the World
Bank and others, was that governments in
Latin America and sub-Saharan Africa were
paying the price of policy errors: allowing their
economies to be dominated by the state and
protecting them from many aspects of interna-
tional competition. Others had a different
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explanation. They argued that these regions
were simply victims of a series of shocks beyond
their control—particularly the debt crisis,
which had little effect on most Asian countries.

In the event, the view that prevailed was
the orthodox one, not least because its propo-
nents held the purse strings. Latin American
countries adopted the policies of the
Washington consensus—shrinking their states
and opening their markets. This certainly
brought them benefits—attracting huge flows
of foreign capital that helped revive economic
growth, bring inflation under control and
achieve macroeconomic stability—even if at
the cost of regular crises. Over the period
1990-96, Latin America achieved average
annual growth of 3.2 per cent. This was consid-
erably lower than during its state-driven
period; but at least growth was positive.

Sub-Saharan Africa’s experience was far
worse. Although African countries subjected
themselves to the same purgative structural
adjustment programmes prescribed by the
Bretton Woods institutions, they gained very
little foreign investment and languished at
lower levels of employment and income.

EQUITY SIDELINED

In the adjustment era, considerations of equity
and poverty reduction went into abeyance as
the Bretton Woods institutions tried to help
developing countries cope with these new cir-
cumstances. At first, international financial
institutions required governments to achieve
stabilization, which usually meant cutting pub-
lic expenditure and raising interest rates. These
temporary measures soon gave way, however, to
full-blown programmes of structural adjust-
ment. In future, governments requesting out-
side assistance would have to reform their
economies according to free-market ideolo-
gies—reducing the reach of the state, privatiz-
ing industries and liberalizing trade and
finance. They would have to postpone poverty

reduction, in the hope that stability and
growth would eventually benefit everyone.

It rapidly became clear, however, that most
structural adjustment programmes were work-
ing only slowly—if at all. And the poor were
not just having to make temporary sacrifices;
they were suffering long-term damage.
Structural adjustment even harmed groups
among the poor who were supposed to benefit
from neoliberal reforms. Thus liberalization
promised to help rural producers by removing
the market distortions that kept food prices
low. But since it also resulted in more expensive
credit and higher prices for agricultural inputs,
many farmers found themselves worse off.

Numerous NGOs, churches and interna-
tional agencies called on the BWIs to pay more
attention to social concerns—in the words of
UNICEF, to achieve “adjustment with a
human face”. In 1990, UNDP incorporated
many of these ideas into its proposals for
human development, which placed people,
their needs, their aspirations and their capabil-
ities back at the centre of development efforts.

In the same year, the World Bank responded
to this criticism to some extent—relaxing its
excessive focus on debt management and
adjustment, and putting more emphasis on
poverty. The Bank still believed that structural
adjustment would provide an enabling envi-
ronment conducive to “efficient labour-inten-
sive growth”. But it now said that this could be
supplemented with deliberate anti-poverty
measures, particularly greater investment in
health and education. Later the World Bank
added a third element: social safety nets to pro-
vide the very poorest with food, for example, or
basic incomes.

THE POSITIVE EAST ASIAN EXAMPLE

Meanwhile, Asia powered on. Most attention
at the time was focused on the so-called tiger
economies, like the Republic of Korea. But the
experience of Asia's—and the world’s—two
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most populous countries was in many respects
even more remarkable. Over more than two
decades, China, a country with more than one
billion people, achieved double-digit economic
growth. India also stepped up economic growth
in the 1990s.

Throughout the past decade, much of the
development debate has been influenced by
the dramatic progress made in East and
Southeast Asia—although different people
have drawn different lessons from it. Many
have agreed that these countries prospered
because of a relatively more equitable distri-
bution of assets following reforms of the 1950s,
and because they subsequently pursued employ-
ment-intensive growth.

But there has been less agreement about the
influence of the state. The BWIs initially
asserted that the Asian NICs have succeeded
largely because governments intervened very
little in the economy and maintained a mar-
ket-friendly environment. Critics pointed out,
however, that governments in these states have
actually been very proactive—giving incen-
tives and priority to specific national indus-
tries. In 1993, the World Bank admitted that
there has been state intervention—but essen-
tially argued that these countries have suc-
ceeded not because of state intervention, but
despite it. The Bank conceded, however, that
some Asian institutions for co-ordinating
investment decisions between government and
private businesses have been effective tools for
stimulating growth.

There have also been differing interpreta-
tions of the role of trade liberalization in the
“Asian miracle”. The BWIs saw the Asian
experience as a vindication of open markets.
Again there were objections. Certainly these
countries were export oriented. But in fact they
maintained extensive import controls. They
integrated into the world economy in a strate-
gic fashion—opening their economies only as
far as was useful.

A third area of debate has focused on wel-
fare policies. Asian countries have been praised
by the supporters of open markets for spending
very little on social security and social welfare.
Such responsibilities have been left largely to
families, communities and companies. This has
the advantage not only of discouraging depen-
dence on the state and providing positive
incentives for work, but also of keeping taxes
low and conserving public spending for directly
productive uses.

An argument of this kind implies that other
countries—those with comprehensive social
programmes—are on the wrong track. Instead
of spending on social services, they should be
pursuing growth and employment. But com-
mentators have pointed out that even if the
NICs did not have high public investment in
social services, they did nevertheless exert a
strong influence on welfare by offering incen-
tives to both families and enterprises to provide
many essential elements of social protection.

The Social Summit

The Social Summit marked both the high
point of neoliberal influence and the begin-
ning of its decline. Emboldened by the collapse
of the Soviet Union, the Washington consen-
sus maintained that transition and developing
countries had no alternative to free-market
restructuring. If they were to make progress,
they had to subject themselves to structural
adjustment—opening their markets and align-
ing their societies with the force fields of glob-
alization. They cited Asia’s miracle economies
as further evidence of these claims. And they
could also point to Latin America, and even
Africa, where there were signs in some coun-
tries that liberalization had led to economic
recovery.

Yet the fact that the Social Summit was held
at all reflected widespread and growing discon-
tent with the damage caused by unregulated
globalization. By 1995 there was serious social
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crisis in many parts of the world, expressed
most visibly in cruel civil wars and an increase
in violent crime. This prompted talk of social
disintegration and the need to reverse it.
Poverty and unemployment were growing
rapidly in indebted Third World countries—
and, indeed, in a number of industrialized
countries as well. The collapse of the Soviet
Union exposed most people to the rigours of
the market without making adequate provision
for social protection. The welfare state was said
to be in crisis even in OECD countries, where
workers were subjected to levels of uncertainty
unknown for decades. Participants in the
Social Summit were angry about this state of
affairs and convinced of the need to search for
alternatives.

They pointed out the fragility of economic
recovery under neoliberal programmes—the
constant vulnerability of nations and people to
shocks and crises. Much-touted economic
recovery could simply be the result of better
weather or improving commodity prices or a
sudden influx of short-term foreign invest-
ment—all of which were easily reversed.
Figures for GNP growth went up and down, but
adjustment itself was continuing to make mat-
ters worse for the majority of people in many
parts of the world.

Moreover, models informed by this orthodoxy
were inadequate as a basis for long-term devel-
opment. The “fundamentals” to which SAPs
were tethered were designed to promote stabi-
lization, not growth and development. A cho-
rus of well-informed protest demanded a reori-
entation of development policy and practice.

Globalization and economic growth

What was needed, in order to deal with growing
poverty, unemployment and social disintegra-
tion, was a widespread increase in economic
opportunity. This depended on an appreciable
increase in growth. Without robust economic
expansion—on the order of at least 5 to 6 per

cent annually—there could not be steady
improvement in the levels of living of low-
income groups. There was nothing outlandish
about this target, since many countries had
achieved similar growth rates in the 1960s and
1970s.

But high economic growth is not in itself
sufficient to achieve the goals set by the Social
Summit. What matters—if benefits are to flow
beyond a very limited circle—is the quality of
growth: whether it entails a more equitable dis-
tribution of income, more and better jobs, rising
wages, more gender equality and inclusiveness.

The relevant question, both at the time of
the Social Summit and in the five years follow-
ing it, is whether global liberalism creates an
environment in which high-quality growth can
be attained. Are free flows of capital and an
ever more open trading system essential for
economic growth and equitable development?

GROWTH AND TRADE

Table 1.1 casts doubt on the claim that further
liberalization of trade and finance is a necessary
element in stimulating economic growth. It
summarizes the extent of economic integration
during the past four decades and shows that the
world economy was already integrating rapidly,
long before the era of liberalization and global-
ization. Indeed, the period 1964-73 saw world
exports and GDP expanding far more rapidly
than they have subsequently—and this was a
period when trade barriers were still quite high.
In Latin America and East Asia, tariff and non-
tariff barriers were around twice as high as they
were in the early 1990s. Thus it seems likely
that faster growth led to more trade, rather
than the other way round. And in this case, the
current orthodoxy offers no convincing claim
to superiority.

One of the main advantages of more open
trade—often cited by its supporters—is that it
should promote greater convergence in incomes,
both within countries and among them. But
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the evidence for this, too, is weak. Indeed, one
study suggests that free trade actually tends to
promote divergence in income. While it is true
that the distance between levels of GNP per
capita in fast-growing Asian countries and the
industrialized countries shrank over the past
decades, as they became more integrated in
global markets, this situation has deteriorated
under the impact of recent economic crisis.
Furthermore, there is no question that income
polarization in these countries—and in global
society in general—has grown sharply during
the period since 1980.

Table 1.1 — International economic activity,

1964-94 (average annual percentage changes)

been confident that their own social security
would not be threatened by such changes.

GROWTH AND FINANCIAL FLOWS
What evidence is there for strong links
between growth and a second critical element
of globalization—increasingly unregulated finan-
cial flows? The Social Summit took place during
a marked upswing of private financial flows to
developing countries. Figure 1.1 shows that
private flows rapidly overtook development
assistance as the main source of foreign capital
available to these countries during the 1990s.
In fact, the prospects for financing develop-
ment through private capital may have con-
tributed to the relaxation of pressures on the

Period  World  World International - World real industrialized countries to increase their for-
export FDI bank loans GDP

volume  flows eign aid. Even within the United Nations,

1964-73 9.2 . 34.0 4.6 there was a growing view that partnerships

1973-80 4.6 14.8 26.7 BIG with the private sector would mobilize the nec-

1980-85 2.4 4.9 12.0 26 essary resources for addressing a wide range of

1985-94 6.7 143 12.0 3.2 issues related to development. In addition, it

Source: Perraton et al. 1997 was hoped that these capital flows could be

taxed (through the proposed Tobin Tax, for

Finally, in neo-orthodox theories, it is
assumed that the gains from trade are best
ensured by open trading systems and non-
intervention by governments in labour mar-
kets. One policy implication of this view has 350
been to associate better performance in trade
with reduced public sector activity in the field
of social protection. Such a view goes against 250
the historical record, which shows that some of
the most successful open economies or trading
nations—including the Nordic countries and 1500 il
the Netherlands—have had comprehensive
social policies. Such policies have not only
facilitated the creation of human capital 50
through education (or retraining) and better
health, but have also made the costs of greater

Figure 1.1 — Aggregate net flows
to developing countries, 1990-97
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example), not only in order to stabilize finan-
cial markets but also to finance development
programmes and poverty alleviation. Ideally,
taxes on private capital flows could also solve
some of the fiscal problems faced by national
governments—faced with increased tax avoid-
ance by transnational corporations—and
enhance the policy autonomy of national gov-
ernments.

As this figure indicates, however, an
increasing proportion of all capital entering
developing countries from abroad has taken
the form of private debt and portfolio invest-
ment. These tend to be quite volatile and, as
the Mexican crisis of 1994 and the more recent
Asian financial crisis have demonstrated, can
be rapidly withdrawn. Figure 1.2 serves as a
reminder that increases in private flows to
developing countries during the 1990s are not
a new phenomenon, but the continuation of
an earlier trend that was interrupted in the
1980s. Compared to the period prior to the
debt crisis of the 1980s, there was little increase
in net capital inflows to most developing coun-
tries during the past decade, if this is consid-
ered as a share of recipient countries’ GNP.
Furthermore, most of the new money has gone
to only a small number of countries in Latin
America, East Asia and the Pacific.

Have these flows of finance helped improve
the environment for strong economic growth?
There is cause for doubt. For example, one
study of 100 developing countries for the
period 1975-89 found no relationship between
the openness of the capital account regimes
and the growth of GDP. And despite the fact
that industrialized countries have effectively
had free trade and free capital movements
since the early 1980s, their growth perfor-
mance has scarcely improved. Out of the 22
OECD countries, 21 had lower GDP growth in
the 1980s and 1990s than they did in the much
less liberal 1950s and 1960s. They have also
seen little improvement in productivity: the

corresponding growth rate is now less than half
what it was in the 1950s and 1960s.

Even more disturbing is the extreme fragility
of growth based on the largely unregulated flow
of private capital around the world. The
Mexican experience provides a case in point.
By the time of the Social Summit, Mexicans
were suffering through one of the most devas-
tating economic crises in their history, trig-
gered when speculators launched an attack on
the peso. Foreign money, flowing massively
into the country following implementation of
the North American Free Trade Agreement in
early 1994, reversed course at the end of the
year. Uncontrolled capital flight led to devalu-
ation of the currency—and to a collapse of the
economy that could only be halted through a
$50-billion rescue package led by the United
States.

The “tequila crisis” was to prove short-lived
for investors. But it has had far-reaching effects
on the Mexican banking system, interest rates
and prospects for longer-term economic recov-
ery. And the crisis of confidence unleashed by
the Mexican collapse of 1995 meant increased
vulnerability and slow (or negative) growth in
a number of other Latin American economies
that have become extremely dependent on
short-term foreign investment.

The experience of Mexico was repeated on a
still larger scale in 1997, when another round
of failing investor confidence, devaluation and
capital flight caused immense damage in a
number of East and Southeast Asian countries.
The worst-affected among them sustained huge
losses: in 1998, Indonesia’s GDP fell by 9 per
cent, Thailand’s by 8 per cent, and the
Republic of Korea’s by 6 per cent. Significantly,
China and India—countries that despite some
liberalization had maintained extensive capital
controls—escaped the worst of the financial
crisis. And India’s economic fundamentals
were much weaker than those of the crisis-
affected countries.
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Figure 1.2 — Regional distribution of private

flows to developing countries, 1970-96
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Even so, some Asian economies staged a
rapid recovery. By 1999, the Republic of Korea
was growing again, by 6 per cent, and Thailand
by 4 per cent. Asia as a whole was expected to
grow 4.7 per cent in 1999. And Indonesia is
expected to have positive growth in 2000. In
the meantime, prospects for Latin America are
less good. Latin American countries have been
affected not just by Asia’s problems but also by
Russia’s financial crisis. Overall growth fell to

2.3 per cent in 1998 and was negative in 1999.
Even when macroeconomic statistics sug-
gest that countries have bounced back from
financial crises, it is important to remember
that millions of their people have not.
Successive crises have ripped the social fabric
and plunged many more people into poverty.

LIBERALIZATION AND JOBS
The most direct effect of economic collapse
was on jobs. But the problem of unemployment
has been growing almost everywhere, even
when countries have avoided direct involve-
ment in some of the major economic crises of
the past two decades. In the European Union,
for example, average unemployment stood at
over 10 per cent in 1999. Forty years earlier,
governments of these countries would have
worried if the figure rose much above 3 per cent.
Neoliberal orthodoxy holds that the root of
the problem is excessive state interference in
labour markets, associated with excessive
labour costs. In this view, the best way to max-
imize employment is to keep labour markets
flexible, so that workers will move more easily
from one job to another and be prepared or
obliged to accept low-wage jobs. This, in turn,
supposedly keeps inflation low, and encourages
investment and growth.

Table 1.2 — Percentage annual economic growth, 1991-99

World 1.8 2.7
Advanced economies 1.2 1.9
Developing countries 49 6.7

Africa 1.8 02

Asia 6.6 9.5

Middle East and Europe 27 7.0

Western hemisphere 39 33
Transition countries -7.4 -11.7 -

Source: IMF, 1999

1991 1992 1993

2.7
1.2
6.5

0.7
9.3
4.0
3.9

6.4

1994 1995 1996 1997 1998 1999
40 37 43 42 25 23
32 26 32 32 22 20
68 61 65 57 33 31

22 31 58 381 34 32
96 91 82 6.6 38 47
06 37 47 44 29 20
52 13 36 52 23 -05

-75 -11 -03 22 -02 -09
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Supporters of this prescription commonly
contrast the United States with Europe. They
say that the United States currently has lower
unemployment than Europe because US labour
markets are more flexible. But this explanation
is not adequate, since it does not account for
the employment pattern in earlier periods. In
1964-73, for example, Germany’s labour mar-
ket was even more rigid than it is today, yet
unemployment averaged only 1.1 per cent—
compared with 4 per cent in the United States.

Although neoliberal economic theory has a
prescription for promoting employment, it is
not oriented toward the goal of full employ-
ment. This goal, enshrined in government
plans of the postwar period—and in the
Copenhagen Declaration—is considered dan-
gerous by the orthodox economists of the
1980s and 1990s, because pressure in a tight
labour market raises wages and threatens to
provoke inflation. And inflation is not good for
growth. In other words, they argue, a certain
minimum level of unemployment is essential
for ensuring growth.

Yet the historical record of inflation is not
congruent with such an interpretation. During
the 1950s and 1960s, Western Europe enjoyed
virtually full employment, yet achieved this
with low inflation. There is also more recent
contradictory evidence from the United States,
which has managed to sustain comparatively
low unemployment with low inflation, while
the US GDP has continued to grow steadily.
Some people suggest that this is an anomaly
and that inflation is lurking in the wings. But it
does at least suggest that governments can
achieve high levels of employment together
with price stability and growth.

A dogmatic insistence on the role of labour
flexibility and low wages in promoting employ-
ment and growth seems particularly misplaced
in the developing world. The poorer countries
already have very flexible labour markets. A
high proportion of people work in the informal

sector. With little prospect of unemployment
benefits, they are forced to take or create what-
ever jobs they can—however unproductive or
badly paid—picking garbage, shining shoes,
pedalling rickshaws. So most people are working
even if they do not appear to produce much.

As a result, little can be read into unem-
ployment statistics for many parts of the world.
In Bangladesh, for example, official unemploy-
ment is usually cited at around 5 per cent in
urban areas and 2 per cent in rural areas.
However, many more people are underem-
ployed. One estimate suggests that, at any
given time, around one quarter of the work-
force is effectively unemployed. Even those for-
tunate enough to have jobs in the formal sector
are often working for very low wages. Women
in Dhaka’s garment factories, for example, may
earn little more than $20 per month.

To improve the lives of most people in
developing countries, the quality of work and
the level of wages must rise. And the experi-
ence of fast-growing Asian economies in the
1980s and 1990s shows that—contrary to the
orthodox view on employment—there is no
hard-and-fast reason why rising wages cannot
be compatible with increasing employment
and fast growth. During those decades, employ-
ment and real wages in fast-growing Asian
countries increased by almost 5 per cent per
year. At the same time, their formal sectors
expanded while their informal sectors shrank.
Indeed, many of these countries became signif-
icant net importers of labour. Thailand, for
example, shortly before the financial crisis had
around 600,000 immigrant workers.

Unfavourable trends in employment

But this is not the situation that prevails in
most of the world five years after Copenhagen.
As table 1.2 shows, the dominant macroeco-
nomic model is underwriting a pattern of rela-
tively weak growth of global GDP—with
exceptionally high, or dramatically low, growth
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in some countries or regions. This is accompa-
nied by falling real wages and the degradation
of working conditions for large numbers of
people.

Although important exceptions can be
cited—North America, Australia and New
Zealand, India and China—the employment
situation is worsening in the majority of coun-
tries. Following the Asian crisis, for example,
unemployment rates doubled in the most
affected economies of the region. In Indonesia,
the ILO has estimated that between 3.8 and
5.4 million workers lost their jobs. In Thailand,
the rate of open unemployment increased
from 2.2 to 4.8 per cent between 1997 and
1998. Japanese figures show an increase from
2.5 per cent in 1993 to 4.1 per cent in 1998.
Meanwhile, in Latin America, unemployment
in 1998 stood at its highest level in 15 years.
And steadily rising rates of open unemploy-
ment in North Africa reached 11 per cent in
Egypt, 18 per cent in Morocco, 15 per cent in
Tunisia and 26 per cent in Algeria.

With falling or stagnant growth, people
move out of the formal sector into the informal
sector, where conditions of work are often
worse. This occurred in Latin America, where
the percentage of the workforce engaged in
informal activities rose from 40 to 55 per cent
between 1980 and 1995. It has also been the
experience of transition countries in Eastern
and Central Europe. In Bulgaria and the former
Yugoslav Republic of Macedonia, for example,
around one third of the work force is to be
found in the shadow economy, and in the
Ukraine, the proportion is around one fifth. In
sub-Saharan Africa, people continue to stream
into an informal economy that already
accounts for at least two thirds of all jobs.

Even those who do find work in the formal
sector are often having to accept temporary or
part-time jobs, despite their need for full-time
employment. Emphasis on flexible labour mar-
kets promotes this outcome. In Latin America,

eight out of 10 new jobs are part-time or tem-
porary. And even in Western Europe, 18 per
cent of employees were working part-time in
1997, while nearly one quarter of them would
have preferred full-time work.

Wages in the current labour market are rela-
tively low. Intense competition for employ-
ment means that workers have little capacity
to bargain in most countries. Thus even in
unionized enterprises, there is a tendency for
wage increases to lag behind any growth in pro-
ductivity. And in regions struggling to cope
with long-term economic stagnation and
indebtedness, the remuneration of workers is
often shamefully inadequate. Real wages
throughout much of Latin America and Africa
have yet to return to levels considered normal
20 years ago.

The situation in transition countries has
been particularly dramatic. Large-scale restruc-
turing has implied hardship for many people.
In China, for example, where overall employ-
ment figures are positive, millions of workers in
state and collective enterprises are being
placed on leave at half pay or less. In Russia,
with an official unemployment rate of 10 per
cent, it is estimated that an additional 11 per
cent of the labour force is kept on the payroll at
minimal rates or pushed into taking “holidays”
that are ill-disguised forms of job loss. Real
wages in Russia fell annually by 8.3 per cent
over the period 1989-96, and they often were
not paid on time.

One other negative aspect of current trends
in labour markets is the widening of wage dif-
ferentials within countries and industries. In
most parts of the world, the pattern of growth
has favoured skilled over unskilled labour, rais-
ing demand for highly trained workers and
increasing their remuneration. International
wage differentials have also grown wider—a
trend that encourages migration of the best-
prepared people in developing countries to
Asia, North America or Europe.
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Poverty and inequality

Given the growing dearth of decent employ-
ment, it is hardly surprising that the world has
made little progress in reducing poverty—both

possible indicators. One of the broadest is life
expectancy. The world as a whole has seen an
increase in life expectancy over the past three
decades. But there have been some notable set-

Table 1.3 — Poverty trends: People living on less than $1 (PPP) per day (millions)

1987
East Asia and the Pacific 415.1
(excluding China) 109.2

Eastern Europe and Central Asia 1.1
Latin America and the Caribbean 63.7
Middle East and North Africa 25.0

South Asia 474.4
Sub-Saharan Africa 217.2

1990 1993 1996 1998
452.4 431.9 265.0 278.3
76.0 66.0 45.2 55.6
7.1 18.3 23.8 24.0
73.8 70.8 76.0 78.2
22.0 21.5 21.3 20.9

495.1 505.1 504.7 522.0
242.3 273.3 289.0 290.9

Total 1,196.5
(excluding China) 890.6

Source: World Bank, 1999a

1,292.7 1,320.9 1,179.9 1,214.2
916.3 955 960.1 991.5

income poverty, which refers to basic con-
sumption, and human poverty, which refers to
a lack of essential human capabilities such as
being literate or adequately nourished.

The measure of income poverty used by
most international agencies is the proportion
of the population with a purchasing power
equivalent to less than $1 per day. This is prob-
ably an indefensibly low figure: in fact, in some
parts of the world, no one could live on this
amount. Thus it is a measure that seriously
underestimates the gravity of the problem.
Even so, estimates relying on this standard sug-
gest a dismal picture. At least 1.2 billion peo-
ple—one fifth of humankind—were living in
absolute poverty in 1998, roughly the same sit-
uation as a decade earlier. Figures provided in
table 1.3 suggest that this number fell between
1993 and 1996, primarily because there were
falling numbers of the very poorest in China.
Then it started to rise again—Ilargely as a result
of the global financial crisis. Almost all regions
saw a rise in the number of people living in
absolute income poverty during 1996-98.

For human poverty, there are a number of

backs. The transition countries of Eastern and
Central Europe saw a remarkable dip in life
expectancy in the immediate aftermath of the
fall of communism. In Russia between 1980
and 1995, male life expectancy fell by four
years, to only 58—10 years less than in China.
Since then, however, there seems to have been
a recovery. The other region where life
expectancy has fallen is sub-Saharan Africa,
due partly to the effects of war and civil unrest,
but largely to the ravages of HIV/AIDS. In this
case, however, the situation will get worse.
Nine countries in Africa are expected to see
life expectancy fall to 47 years by 2010—the
level of the 1960s.

The incidence of poverty has increased in
the past few years not because the world as a
whole is getting poorer, but because the bene-
fits of growth have been unevenly spread.
There has been a striking increase in inequality.
UNDP has estimated that the distance between
the richest and poorest countries, which was 44
to 1in 1973, rose to 72 to 1 by 1992.

Within nations, rising disparities are evi-
dent even in the industrialized world. In the
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Figure 1.3 — Gini coefficients, selected countries
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United States, for example, the richest families
saw their average income rise by 15 per cent
during the 1990s, while the poorest families
saw no increase at all. But the widest income
disparities are to be found in some African and
Latin American countries. This is evident from
calculation of the Gini coefficient, a measure
which for any country varies from 0 (absolute
equality in distribution) to 1 (one person gets
everything). The range of situations is indi-
cated in figure 1.3, which identifies Brazil as
one of the most unequal societies in the world.
Although the Gini coefficient is usually slow to
change, this is not always the case. In Bulgaria,
for example, it increased from 0.23 to 0.38
between 1987-88 and 1993.

The causes of failure

The evolution of growth, employment and
income over the past few decades suggests a
world edging ever closer to unsustainable levels
of inequality and deprivation. The kind of eco-
nomic expansion that has occurred has been
erratic, unstable and regressive in its distribu-
tional impact. Thus prospects for achieving the
aims of the Copenhagen Declaration are not at
all promising if the present tide of global liber-
alization continues.

Why has the liberal economy not delivered?
Some would say that the extreme forms of mar-
ket-driven restructuring that began several
decades ago were never intended to promote
enhanced equality and social welfare—the
principal concerns of the Social Summit.
There is a strain of Social Darwinism in dog-
matic neoliberalism that is not uncomfortable
with the idea of “survival of the fittest”.
Leaving aside this argument, however, excessive
reliance on market forces rests on an unrealistic
view of economies and societies. Markets are
assumed to perform like well-oiled machines—
adjusting in a relatively automatic fashion, so
that changes take place smoothly and with an
optimal outcome.

But markets are social and political institu-
tions, composed of people with varying degrees
of power and influence—and an imperfect
capacity to obtain the information they need.
There are always major problems of co-
ordination. As John Maynard Keynes warned,
“...to suppose that there exists some smoothly
functioning automatic mechanism of adjust-
ment which preserves equilibrium only if we
trust to matters of laissez-faire is a doctrinaire
delusion...”.

These discontinuities are evident in produc-
tion and trade, but they are even more marked
when it comes to finance. Here the orthodox
model assumes that prices are based on rational
expectations and are fundamentally correct.
This ignores the impact of speculation, day
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trading, and other issues that have more to do
with psychology than with economic funda-
mentals. In practice, financial flows are often
far from rational. They are based to a signifi-
cant extent on an elusive notion of confidence
that responds to instinct and herd behaviour.

Rational capital should, for example, move
from surplus countries to deficit countries. But
it seldom does. Prior to the Asian crisis, many
investors poured money into Southeast Asia
despite the fact that these countries did not
really need it. They already had massive sav-
ings: from 1990 to 1997 gross domestic savings
in East Asia and the Pacific were 36 per cent of
GDP. In Latin America and the Caribbean, by
contrast, they were 20 per cent and in sub-
Saharan Africa, 17 per cent. Yet investors con-
tinued to lavish funds on Asia. Unsurprisingly,
many of the extra funds were squandered on
dubious projects. In Indonesia, for example,
around one quarter of the funds borrowed from
commercial banks went into real estate. A
panic and crash were not far behind.

Too much confidence in the rationality of
the “invisible hand” has been matched, over
the past two decades, by too little understand-
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ing of the necessary relation between public
policy and the market. Efficient markets
require the contributions of a well-run public
sector. They require a healthy, well-educated
and well-informed population. And they
require the social stability that grows out of
democratic governance and an acceptable
level of public provision.

In fact, the greater the degree of openness
of a market economy—the greater its exposure
to global market forces—the more important is
the role that must be played by national
governments in the field of social policy.
Yet the thrust of much of the neoliberal agenda
has run directly counter to this dictum.
For decades, the prevailing orthodoxy has
counselled a reduction of state functions.
And for decades, governments without the
capacity to resist international pressure have
been abandoning essential elements of public
social provision. Perhaps graver still, a combi-
nation of economic instability, indebtedness
and external pressure to conform with domi-
nant ideology has significantly weakened the
overall administrative capacity of many states,
as well as the role of democratic institutions in
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economic policy making. This is not an envi-
ronment in which either equity or growth is
likely to thrive.

New views on growth and

social development

As the unsustainability of the present develop-
ment model becomes obvious, the interna-
tional community has begun to move in vari-
ous directions. There is little coherence to this
process. In fact, even within a single institu-
tion, it is usual to find initiatives that contra-
dict each other—so that what may be accom-
plished through trying one new approach is
largely offset by what may be lost through
another.

TARGETING THE POOR

A renewed emphasis on poverty alleviation is
perhaps the most visible new departure of the
past few years. The sheer scale of growing
deprivation has once again placed this problem
at the centre of the development agenda. But
the approach adopted by most agencies and
governments is narrowly remedial. People liv-
ing in poverty are being assisted through very
specific forms of targeting and social safety nets
—oriented, in principle, toward identifying
and assisting only those in greatest need.

This is a technocratic approach to a highly
complex social problem. It can be partially suc-
cessful, but often at the cost of isolating and
stigmatizing beneficiaries—and making them
dependent on the individuals and institutions
providing assistance. A narrow focus on
poverty reduction is also likely to obscure issues
of income distribution and social equity.

In the absence of serious parallel attention
to these issues, poverty reduction can be con-
verted into a zero-sum game:; providing public
services and support to the poorest implies
reducing the access of other groups in society
to the same benefits. This leads to creation of a
dual structure of social services—one aimed at

the poor and funded by the state, and one
aimed at everyone else and provided by the pri-
vate sector.

This decision to discard any pretension to
universalism is based on the argument that,
given limited public resources, these should
not be captured by citizens who have the
capacity to pay. But such an approach—which
the World Bank has championed—is designed
from the vantage point of an external funder,
not from that of a national society. In its con-
cern with the efficient disbursal of scarce exter-
nal resources, it fails to consider the equally
serious question of how to create an enabling
environment for the generation and disbursal
of domestic resources.

Withdrawing access to public services from
all but the poorest—or seriously limiting the
quality of services that can be obtained by ordi-
nary citizens from public institutions—is guar-
anteed to weaken public willingness to pay
taxes. A downward spiral of dwindling domes-
tic resources is entirely predictable. In contrast,
the experience in developed and middle-
income countries is that providing universal
access is one of the most effective ways to
ensure middle class support for quality public
services, as well as the mobilization of suffi-
cient revenue to maintain them.

Growing dualism in social services is also
not good for the poor. It is likely to be accom-
panied by the movement of well-qualified peo-
ple from the public to the private sector and, as
this occurs, by a decline in the quality of atten-
tion available to people living in poverty.

COMPREHENSIVE DEVELOPMENT
FRAMEWORKS

A second approach to present social and eco-
nomic dilemmas is much broader and more
socially conscious. As the social and political
nature of the market becomes obvious to a
wider array of thinkers and practitioners, there
is now an incipient return to the kinds of inte-
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grated approaches to development in vogue in
the 1960s and 1970s. Indeed, the World Bank
has gone so far as to propose a Comprehensive
Development Framework in which structural
and social concerns will be treated in conjunc-
tion with aspects of the macroeconomy and
finance.

There is nothing new in such an approach.
In fact, the case for development planning in
pre-adjustment years was argued along the
same lines, and so was the insistence on bal-
anced growth. But in the interim, the world
has passed through a devastating attack on
state capacity and legitimacy. Thus there is a
danger that the new agenda will overburden the
much-weakened public sectors in a large number
of developing countries. In the absence of strong
and well-funded national planning institu-
tions, the temptation to draw up Comprehen-
sive Development Frameworks in donor coun-
tries—or the World Bank—will be enormous.

SOCIAL SERVICES AND WORLD TRADE
If insights from a Comprehensive Development
Framework were applied to the Bank’s divisive
recommendations on targeting public social ser-
vices toward the poor, this might well provoke
a serious reassessment of policy. In the mean-
time, prospects for protecting universal public
services are under attack from other quarters as
well. The proposed Multilateral Agreement on
Investment, first discussed in the OECD in
1995, would have opened an assortment of
essential social services to foreign investment
by including them in the general category of
trade in services. Among other things, it would
have undermined the ability of governments to
subsidize local health care (box 1.1).
Discussions on liberalizing trade in services
(including education and health) are also on
the agenda of the World Trade Organization,
where they have raised the spectre of “most
favoured nation” clauses in basic public ser-

Box 1.1 — Trade regimes threaten government services

riers to free trade in education”.

The proposed Multilateral Agreement on Investment (MAI) would have allowed foreign
private providers to challenge national government prerogatives to provide free services
or to subsidize national non-profit providers. The scheme would have embraced the full
range of health and social services, including childcare centres, hospitals and community
clinics, as well as private labs and independent physicians. Although the MAI was
defeated, this issue will continue to resurface in the World Trade Organization (WTO).

A working paper by the Secretariat of the WTO Council for Trade in Services con-
firms that the next round of world trade negotiations “offers members the opportunity
to reconsider the breadth and depth of their commitments on health and social services,
which are currently trailing behind other large sectors”. It notes with approval signs of
increased global trade in health care from developing to developed countries, “with bet-
ter-off people seeking rapid access to high-quality services abroad”. The parallel paper
on education is a little more restrained in its ambitions for increased trade, limiting its
comments to higher education. Even so, regulating the content of educational material

and providing student grants to citizens could both be deemed unfair practices or “bar-
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vices—clauses that could convert these areas
of national life into markets, as open to compe-
tition from international firms as any other ser-
vice sector in the local economy.

GLOBALIZING SOCIAL STANDARDS

The incursion of unbridled market forces into
all corners of public and private life has
prompted calls for some form of global social
standard-setting. As workers in countries
around the world are forced to compete with
each other in global markets, there is a growing
danger that wages will be standardized down-
ward. And if transnational corporations
become the arbiters of global policy, some fear
that they will gravitate not only toward coun-
tries where wages are lowest, but also where taxes
are lowest. Governments with lower tax rev-
enues will have less to spend on social services.
This race to the bottom would be extremely
damaging.

If there is to be some countervailing force to
the disruptive reign of markets, where will it
come from? In many respects, governments
probably have more freedom of action than
they realize. In the case of wages, for example,
it has been assumed that—in the current global
economy—establishing or defending minimum
wages will price people out of jobs. Whatever
the economic rationale for this, it does not
necessarily happen in practice. The United
Kingdom, for example, during years of
Conservative rule resisted the principle of a
minimum wage. Yet when it was introduced by
a Labour government in 1998, it not only gave
2 million people a 20 per cent wage increase on
average, but it also appears to have increased
employment in most of the sectors where these
people worked. No reputable enterprises went
out of business; indeed, most were relieved that
they were less likely to be undercut by rogue
companies paying starvation wages.

Nevertheless, free trade imposes limits on
national decision making. While some low-

paid work, from haircutting to burger-flipping,
cannot be traded internationally, an increasing
proportion of service activities can—notably
those with the potential to be delivered elec-
tronically. Telephone support workers in call-
centres in Ireland and Sweden will increasingly
find themselves competing with people in
India or the Philippines.

It is this kind of worry that has increased
pressure for the implementation of minimum
standards globally. In fact, these already exist
to some extent in the form of ILO conventions.
There is general agreement and support for
what are considered core standards, such as
those on forced labour, child labour and non-
discrimination. But there is less support for
extending international standards into other
areas.

Part of the problem is that developing coun-
try governments interpret such moves as a ploy
on the part of industrialized countries to reduce
the competitive threat from poorer countries.
This perception bedevilled efforts in 1996 to
introduce social clauses into world trade agree-
ments. There are also understandable fears that
such clauses will be added to the list of condi-
tionalities that have accompanied aid during
the past two decades.

It should be admitted that some of these
arguments come from governments with poor
human rights records, for whom social clauses
would entail radical shifts in domestic social
policies and priorities. However, they are sup-
plied with a convenient defence when hec-
tored by moralizing Northern governments.
They argue, with some justification, that rich
governments hypocritically want them to meet
international standards while systematically
denying them the means—via trade or aid—
that would enable them to fulfil their obligations.

Since increasing globalization requires the
elaboration of shared social norms, it is neces-
sary to find a way out of this impasse.
Developing countries must not place them-
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selves in a purely reactive position that has the
potential of leading them into a moral and ideo-
logical cul-de-sac. On the contrary, they must
play a proactive role in devising standards that
are in line with international conventions and
the social goals they are already pursuing. Then
the issue will be how to devise, at national and
global levels, trade regimes that are supportive
of, and compatible with, these social norms
and goals.

NEW ARCHITECTURES?

In the current search for new approaches to
social and economic progress, there is much
talk of creating a new institutional setting at
the international level, a new context for stim-
ulating broadly based growth and reducing
unacceptably high degrees of volatility and risk
in the global economy. Since the Social
Summit in 1995, there have been important
new initiatives in the field of debt relief and
growing pressure for reform of the principal
international financial institutions. There are
new proposals on how to deal with financial
crises and panics. There is also progress in dis-
cussions on co-ordinating national policies in
fields like taxation and corporate regulation. A
number of these initiatives are analysed in the
following chapters.

Useful as it may be, the current discussion of
new institutional frameworks for a fragile
global economy is concerned above all with
ensuring the stability of the system. Movement
toward alternative development models—
which would probably require a co-ordinated
effort to reintroduce appropriate capital con-
trols, and to provide special and differential
treatment for developing countries in the
world trade regime—is not visible. Neither is
there a wide-ranging commitment by industri-
alized countries to generate the kind of sus-
tained economic expansion, based on labour
support and concomitant wage restraint, that
could generate full employment and rising wages

in both the developed and developing world.
Moreover, there is complete silence on how
to go about creating the social development
architecture that would have to underpin the
central vision of the Social Summit. This must
allow for qualitatively new approaches to
growth, based on a new understanding of the
vital role of a healthy, literate and secure soci-
ety in creating the conditions of economic
progress. Yet social policy today remains largely
detached from economics, or is seen as an add-
on intended to remedy the ill effects of miscon-
ceived economic development. Until this
changes, it is unlikely that the “society for all”
envisioned by signatories of the Copenhagen
Declaration will be within our grasp.

Globalization with a human mask

Today, there is a growing clamor for thorough-
going reform that reinforces human values in
political and economic processes. But, on pre-
sent trends, changes are likely to be far more
superficial. In fact, what we are more likely to
see is globalization with a human mask.
Human values are not being placed at the cen-
tre of policy making, but scattered to the
periphery and painted onto the surface.

This minimalist view is evident across the
whole spectrum of social policy. Current wis-
dom urges governments to confine themselves
to damage control, providing safety nets for the
poor and destitute, while targeting other social
services at those who can demonstrate the
greatest need. For everyone else, social ser-
vices—be they education, health, or care for
the aged—should be fragmented and dispersed
among NGOs and private providers. If current
trends continue, governments may also have to
stand back from social provision and clear the
field for the arrival of any corporation that
wants to sell its services.

This has the superficial logic of economic
efficiency, but it is blind to essential social pro-
cesses. The experience of the second half of the
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twentieth century shows that the greatest
advances in social welfare have grown from
widely shared experience, shared values, and
above all shared interests. This has been inher-
ent in nation building—in creating spaces for
common identities and the public institutions
that uphold solidarity among citizens.

Neoliberal globalization works in the other
direction—it further polarizes and splinters. If
this trend is to be halted, the “visible hands” of
governments and citizens must intervene to
reassert the value of equity and social cohesion.
And there must be strong renewed commit-
ment to the public good.
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If governments are to achieve more equi-
table development, they will have to
resolve the debt crisis and reorient
development assistance. They will also
need to adopt new approaches to taxa-
tion and pensions and find ways of gen-
erating more resources locally.

More wealth has been generated over thepast
few decades than ever before. But the world
does not yet have ways to channel enough of
this into social development. Five years after
Copenhagen, there is an even greater contrast
between available resources and manifest need.

Most of the damage has been concentrated
in developing and transition countries. There
is less of a problem in the industrialized coun-
tries whose governments have generally sus-
tained their social spending. The United States
has been able to do this because its economy
has been growing strongly. And the govern-
ments of Western Europe and Japan have given
priority to social programmes. This contrast
between resources available for social provision
in industrial and developing countries threat-
ens to widen disparities between rich and poor
still further. An important goal for the years
ahead must be to reverse this destructive trend.

Debt relief for the poorest countries

At the time of the Social Summit, the debt of
the Third World and the former Soviet Union
had reached $2.2 trillion and was climbing
steadily, both through the inexorable magic of
compound interest and the need to borrow yet
more money to meet the most pressing
demands for payment (figure 2.1). By 1994,
annual debt service payments for a number of
African countries were already equivalent to
more than 40 per cent of their total exports of
goods and services; and governments were
often paying more in interest to foreign credi-

tors than they were allocating to basic social
services such as health and education, whose
quality was declining markedly.

Many delegates at the Social Summit high-
lighted the seriousness of the problem and
argued that it would be impossible to improve
the living standards of millions of poor people
when their governments were saddled with
such an enormous burden of debt. This con-
cern was reflected in the Copenhagen
Declaration, which committed all signatories
to “ensure the urgent implementation of exist-
ing debt relief agreements and negotiate fur-
ther initiatives to alleviate the debts of the
poorest and heavily indebted low-income
countries at an early date”.

THE HIPC INITIATIVE

The most elaborate response to these concerns
emerged in 1996, when the IMF and the World
Bank launched the Heavily Indebted Poor
Country (HIPC) initiative. This was promising
for a number of reasons. First, it raised the
prospect of cancelling debt owed to the multi-
lateral institutions; previous debt relief

Figure 2.1 — Evolution of debt, 1985-97
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schemes had been concerned only with bilat-
eral or private debt. Second, it established a
different criterion for debt forgiveness—based
not on the magnanimity of the creditor but on
the debtor’s real capacity to pay. The aim was
to reduce the debts of the poorest countries to
levels that were “sustainable”—repayable out
of export revenues over a reasonable period.
On this criterion, 41 countries were classified
as HIPCs—whose debt was judged too high a
multiple of their likely exports of goods and
services—and who should thus be considered
for debt relief.

In the event, the HIPC initiative has
achieved little. It places such onerous condi-
tions and requires so many different levels of
certification that few of the 41 countries have
so far qualified for relief. First, the country has
needed to prove that, after all other avenues of
debt relief have been exhausted, the net pre-
sent value of public and publicly guaranteed
debt would still be 200 to 250 per cent greater
than the value of exports of goods and services.
For most countries this is an unreasonably high
threshold. Second, the country has to prove its
commitment to neoliberal policy prescriptions.
It must demonstrate a six-year track record of
structural adjustment and submit to close inspec-
tion of its economic management. Finally, fol-
lowing a series of debt reductions by bilateral
donors and commercial creditors, the multilat-
eral agencies may step in to provide additional
relief.

Unsurprisingly, only a few countries have
survived the course. Within the first two
years—1996-98—only Bolivia and Uganda
managed to meet the criteria. Burkina Faso,
Céte d’lvoire, Guyana, Mali and Mozambique
are scheduled to follow shortly. But the relief
they can expect to receive is hardly generous.
As aresult of the HIPC initiative, Mozambique,
for example, would see its annual debt service
payments fall by only $13 million—from $113
million to $100 million. Uganda’s experience,

too, suggests that the HIPC initiative is
unlikely to produce lasting benefits (box 2.1).

PRESSURE FOR ALTERNATIVES

By 1998, criticisms of the HIPC initiative were
mounting. Many people, particularly in the
NGO community, were outraged at the lack of
progress—especially during a period of boom-
ing global financial markets. Between 1996
and 1999 the rich countries saw their total
stock market wealth increase by over $5 trillion,
yet they seemed unwilling to deal with the
HIPC debt of only $245 billion.

This groundswell of opinion took its most
effective form in Jubilee 2000, which has
proved one of the largest and most influential
international NGO coalitions. With activists
in over 40 countries, it called for “a debt-free
start to the millennium for a billion people”.

Responding to pressure from Jubilee 2000, and
others, the Group of 7 industrialized countries
announced that their June 1999 meeting in
Cologne would include a comprehensive debt
relief package. To concentrate their minds on
this issue, thousands of activists also converged
on Cologne for an alternative economic sum-
mit—bringing with them a petition signed by 17
million people.

At the end of their meeting, the G-7 mem-
bers presented the Cologne Debt Initiative,
which included limited debt write-offs: up to
$90 billion for the poorest and most indebted
countries. They also called on individual coun-
tries to cancel debts and requested the interna-
tional financial institutions to provide faster,
deeper relief. In addition, they changed exist-
ing HIPC rules, modifying the definition of
debtors in distress to those with a ratio of debt
to exports of 150 per cent or more.

But, overall, the response was disappointing.
The G-7 countries avoided any large-scale debt
cancellation and, if anything, they added to
the conditions for debt relief. Administration
of the initiative was placed in the hands of the
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Box 2.1 — Uganda’s debt

Between 1980 and 1996, Uganda’s total debt rose from $0.7 billion to $3.6 billion. This
was despite a sequence of debt-relief efforts, mostly arranged through the Paris Club—a
group of bilateral creditors who have provided relief on increasingly concessional terms.
By 1996, the country’s debt was equivalent to 61 per cent of GNP. Sixty-two per cent of
the total was owed to multilateral creditors.

Uganda could point to a long and satisfactory record of structural adjustment, dating
from 1987. Therefore it was accepted as a candidate for HIPC relief in 1996, with a “‘com-
pletion point” set for 1998. In the interim, it underwent monitoring by the World Bank
and the IMF, to ensure that it continued to implement structural reforms. The former
included further reform of the financial sector, rapid advance in privatizing state enter-
prises, continuing civil service reform and strengthening the tax regime. The capital
account was entirely liberalized in July 1997, and remaining non-tariff barriers to trade
were lifted in April 1998. In the social field, the government adopted a Poverty
Eradication Action Plan in June 1997.

Having satisfactorily completed these reforms, Uganda became the first country to be
granted debt relief under the HIPC initiative, in April 1998. Through a series of negotia-
tions, the total stock of debt (outstanding by end June 1997) was reduced by approxi-
mately 19 per cent.

Although this relief is welcome—amounting in the early years to $42 million annu-
ally—it is far from meeting Uganda’s social development needs. President Museveni’s
Universal Primary Education initiative, for example, cost 120 million in 1997 alone. Such
initiatives will remain dependent on external funding. Some of this will come in the form
of grants, but the rest will be loans. As a result, the breathing space created by HIPC

stands to be wiped out in a few years, as Uganda acquires more debts.

IMF, which was to demand not just proof of
continued structural adjustment but also evi-
dence of progress in poverty reduction. The
annual cost to the G-7 countries of the
Cologne reforms will be $2 hillion to $3 bil-
lion—Iless than one third of the amount cut
from aid budgets since 1992. Although inter-
national progress toward writing off all HIPC
debt has been slow, individual countries have
taken positive steps. Following earlier leads by
the Nordic countries and the Netherlands, the
governments of the United Kingdom, France
and the United States announced plans in
1999 and 2000 to cancel all debts owed them
by the poorest countries. But there is still a
long bureaucratic and political road to travel

before the infamous chapter of debt renegotia-
tion can be closed. In the meantime, debt pay-
ments flow relentlessly out of poor countries
toward creditors who have long since devel-
oped the financial means to write them off
(box 2.2).

Debt relief for middle-income countries
Though the HIPCs are urgently in need of debt
relief, they account for only around 10 per cent
of total Third World debt. The remainder is
owed by less-poor or middle-income devel-
oping countries whose development has also
been shaped—and distorted—Dby decades of
continuous restructuring under the discipline
of debt.

VisiBLE HANDS



CHAPTER 2

The problems for these countries, typically
in Latin America, originated in the 1970s. At
that point, commercial banks were flush with
capital from the oil exporting countries and
lent fairly indiscriminately to many developing
countries. This transformed financial flows to
Latin America. In the period 1966-70, com-
mercial banks had supplied only 8 per cent of
the flow of resources from the United States to
Latin America, but by 1978 they were respon-
sible for 57 per cent.

The banks made minimal efforts to evaluate
the risks associated with these loans. Many of
the loans were used to finance investment in
public and private enterprises, infrastructure
and development programmes. But others were
used to import consumer goods, to speculate on
foreign exchange markets, or simply for private
ends. The banks were sanguine about this.
After all, much of their lending was going to
governments, and “governments never default”.

THE DEBT CRISIS

Most of these loans were short-term, usually to
be renewed annually, and the banks charged
variable rates of interest. While interest rates
remained low, repayment was less of a problem.
But in 1979 the US Federal Reserve launched a
historic assault on inflation. As a result, inter-
est rates suddenly jumped to 20 per cent and,
virtually overnight, projects whose business plans
might have looked eminently reasonable—given
their original assumptions—became unviable.
A collapse in the prices of major Latin American
commodity exports at this time further wor-
sened the economic climate.

This was not just a crisis for the borrowers. It
also threatened the stability of Northern com-
mercial banks. In 1982, the Argentine debt
alone represented 18 per cent of the capital of
the nine biggest banks in the United States.
Debtors and lenders thus found themselves
locked into a classic debt trap: the banks had to
continue lending to keep their debtors suffi-

ciently above water to service earlier loans; and
the debtor countries had to continue to accept
additional loans at the new, high rates of interest.

The Third World debt crisis became head-
line news—a drama directed by the IMF that
was to be played out in numerous acts. The plot
was based on a series of threatened defaults
that were followed by last-minute moratoria,
most of which were conditional on debtors fol-
lowing the classic IMF prescriptions, devaluing
their currencies to encourage exports and cut-
ting public expenditure.

Over the course of the 1980s, the crisis
eventually subsided—at least for the banks.
They steadily set aside funds that would enable
them to survive debt write-offs, while also
exchanging some of the debt for stakes in state-
owned enterprises. And by the early 1990s, the
worst seemed to be over—particularly follow-
ing agreement on the Brady Plan, which
included an ingenious device that converted a
considerable part of the remaining debt into
bonds, backed by US government securities.

The banks were relieved at having outstand-
ing loans transformed into bonds, which could
be listed as an asset and traded in financial
markets. But the debtor countries had less to
celebrate. Their debt had not disappeared; it
had merely changed form. Instead of paying
interest to the banks, governments now had to
pay it to holders of bonds. That meant contin-
ued sacrifices. People would need to tighten
their belts still further. And governments would
have to continue cutting public expenditure
while stepping up exports, with the added pres-
sure of keeping on the right side of the interna-
tional investors, on whom they would depend
for future funds.

THE NEW BONDAGE

Spurred by the unexpected success of the Brady
bonds, for which there appeared to be a ready
market, Latin American governments saw a way
of relieving some of their problems by issuing

WHO PAYS? FINANCING SOCIAL DEVELOPMENT
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yet more bonds on their own account. This
transformed the debt picture yet again. Between
1992 and 1996, for example, Argentina’s total
debt rose from $43 billion to $100 billion. Of
this, 3 per cent was owed to banks and 15 per
cent to financial institutions, but 60 per cent
now took the form of bonds.

These bonds still must be serviced—both
the guaranteed interest, or coupon, and ulti-
mately the principal. The crisis for the
indebted middle-income countries has there-
fore become more diffuse. Now they must not
only satisfy the IMF, when they need its sup-
port, but also keep the international capital
markets on their side.

Since the bond markets in most of these
countries do not accept large issues, govern-
ments can only borrow a few billion dollars at a
time. This ensures permanent vulnerability. If
international bond rating agencies, such as
Moody’s or Standard & Poor’s, take a pes-
simistic view of a country’s prospects, investors
will require that the latter’s next bond issue
offer higher interest. Debt service will become
still more costly. And the proportion of the
national budget that can be allocated to non-
debt-related projects will shrink. Borrowers
thus find themselves continually dependent on
the rating agencies.

This not only ties the hands of govern-
ments, but also dampens democratic debate.
Citizens or politicians who protest against the

effects of mounting debt now find they risk
retaliation from market forces. Even to men-
tion publicly that the debt overhang is a con-
straint on social spending—or that social and
economic policy must change—will flash
warning signals to investors around the world.
This induces an unhealthy form of self-censor-
ship throughout the political systems of many
indebted middle-income countries. Both the
general public and their representatives avoid
touching on questions of elemental social jus-
tice that could promote yet another round of
capital flight, or contribute to yet another
period of economic instability.

The new bondage also makes it more diffi-
cult to present a united front when negotiating
with creditors. When governments owed
money to a small number of banks, they could
exert some pressure by threatening a concerted
default. But bondholders are highly dispersed
and mobile. To negotiate with them is a far
more daunting task.

Desperation can still lead to default. A por-
tent of things to come appeared in September
1999 when Ecuador, with a foreign debt of
more than $13 billion, defaulted on the inter-
est payments due on one class of its Brady
bonds. The government attempted to negoti-
ate with bondholders but only persuaded 8 per
cent to support a plan that would give Ecuador
more breathing space. Instead, 25 per cent of
them voted to demand accelerated payments.

Box 2.2 — Missing targets, the price of debt

achieve their 2015 goals.

The current levels of debt in the HIPCs make it virtually impossible for them to achieve
the goals set at the Social Summit. The Summit target for child mortality by 2015, for
example, was 52 deaths per 1,000 live births. UNICEF estimates, however, that in the
HIPCs the child mortality rate at that time will be 134 deaths per 1,000—equivalent to 2
million additional child deaths annually. The prospects are no better in education.
UNESCO estimates that up to 40 million primary school-aged children in HIPCs will remain
out of school in 2010—a figure likely to rise further by 2015. On the basis of primary edu-
cation trends since 1990, Oxfam estimates that only seven of the HIPCs are likely to
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Ecuador decided to default and suffered the
consequences—which included a collapse in
its currency and little prospect of attracting
new funds. Other indebted countries were
quick to distance themselves from Ecuador’s
action. Indeed, both Mexico and the
Philippines at the same time bought back some
of their own Brady bonds.

Confronting the problem of debt bondage in
middle-income market economies is difficult
and complex. Yet a way will have to be found
both to head off impending crises and to pro-
tect the millions of people who are suffering
long-term declines in their standards of living
and in social welfare.

Fresh departures for debt
Continuing poverty and the likelihood of fur-
ther crises in both HIPCs and middle-income
countries demand not just urgent attention to
their immediate debt problems but also a fresh
approach to future borrowing.

NEW INSTITUTIONS FOR DEALING

WITH DEBT

Past debt activities have largely been driven by
crisis and have resulted in ad hoc rescue pack-
ages. This is not only inefficient, but has
caused untold, and unnecessary, suffering for
millions of people. What is needed to lessen
the seriousness of future debt crises is a new
institutional structure. For this to emerge,
however, the industrialized countries have to
mobilize behind one clear idea.

A number of governments and international
bodies, including UNCTAD and the
Economic Commission for Latin America and
the Caribbean (ECLAC), support the develop-
ment of procedures for the orderly workout of
debt, including a temporary suspension of pay-
ments by beleaguered governments—a move
to be given legitimacy by an independent arbi-
tration panel—combined with encouragement
for further lending during the period of debt

restructuring. Going further still, others have
proposed the establishment of a treaty-based
international bankruptcy court. A crucial ele-
ment of such proposals is that the burden of
restructuring should be shared between bor-
rowers and lenders.

SOVEREIGN DEBT AND BANKRUPTCY
When it comes to debts owed by enterprises,
most industrialized countries have effective
bankruptcy laws. These ensure that bad deci-
sions or bad luck do not condemn debtors to
paying for their mistakes for the rest of their
lives. Indeed, the dynamism of the US econ-
omy is often ascribed to the opportunities it
offers risk-takers to wipe the slate clean and
start again. Should there not be something
equivalent for sovereign debt?

Jubilee 2000 and others have proposed that
states should have recourse to an international
bankruptcy court. Rather than having debt
problems discussed in the secretive corridors of
the Paris Club or the international financial
institutions, they should be aired formally and
publicly in a new institution. This would have
many advantages, but establishing such a
mechanism will not be easy. It is not clear, for
example, how such a court could establish the
necessary jurisdiction over both creditors and
debtors. And debtors might be tempted to
capricious default.

But it can be argued that the present system,
or non-system, has its own forms of moral haz-
ard. In fact, unclear arrangements for dealing
with crisis encourage all creditors to protect
their own interests at the expense of someone
else. The strongest creditors win such contests.
And it is often ordinary taxpayers—including
relatively poor ones—who foot the bill.
Moreover, in both borrowing and lending
countries, government bailouts of failing finan-
cial institutions frequently have to be paid for
by cutting social expenditures—robbing the
poor to pay the rich.
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CONDITIONALITY

Attempts to deal with international debt have
always been associated with conditionality—
though lately the conditions have been chang-
ing. In the 1980s, debt renegotiation generally
required the borrowers to carry out neoliberal
reforms; in the late 1990s, these stipulations
have been supplemented with requirements that
any relief be targeted toward reducing poverty.

This is understandable. Some of the original
debts were incurred by corrupt or authoritarian
regimes that used the funds to benefit elites.
Donor governments and NGOs want to ensure
that future funds do not disappear down the
same drain. Thus members of the Jubilee 2000
coalition link their proposals for debt cancella-
tion to requirements that funds freed for use by
debt renegotiation be used to improve health,
education and other social benefits. Creditor
countries also insist that debt forgiveness carry
similar social conditionality.

But this raises a number of difficulties. The
most familiar is fungibility—governments
receiving relief may claim to be using the freed-
up funds on social expenditure they would
have made anyway.

A second, equally familiar concern is that of
excessive interference in local decision mak-
ing. Those involved in debt relief efforts need
to use caution in the ways they monitor and
influence the use of resources. Apart from sti-
fling local autonomy, too much conditionality
can also exhaust time and money that might be
better employed elsewhere.

A further, less obvious issue is that social
conditionality may be over-simplistic. All gov-
ernments nowadays find their room for
manoeuvre constrained by international mar-
kets. They are under constant pressure to keep
wages, taxes and public expenditure low—and
interest rates high. This can seriously limit
their ability to invest, to stimulate employ-
ment, to fund essential infrastructure, and gen-
erally to promote longer-term development.

Therefore, if they do get debt relief, govern-
ments may have good reason to use these
resources to overcome key restraints on
growth, and not simply to increase direct social
expenditure. Rather than defining a specific
use for the funds, it might be better to insist
that governments make their decisions openly
and democratically.

Indeed, one of the most important benefits
of effective debt relief may be to open up larger
democratic spaces. High indebtedness fosters a
crisis mentality that inhibits open debate on
public affairs. This allows lenders to collude
with debtors in seeking solutions behind closed
doors. The population at large feels disempow-
ered and nervous about rocking a boat that
always seems in imminent danger of capsizing.
People may therefore swing between cycles of
apathy and protest, rather than engaging in
reasoned debate about how the country can
best move forward (box 2.3).

Citizens should also have the opportunity to
consider debt relief in a much broader context—
seeing how it fits into the global economic sys-
tem. Even if their country’s debts are cancelled,
this will not protect them from future drops in
commodity prices, or wild increases in interest
rates, or a sudden shift in investor sentiment—
any one of which could again wreak havoc in
their fragile economies and plunge them back
into debt. It is vital to find a way out of the cur-
rent crisis, but it is just as important to foresee,
and prevent, the next one.

Development assistance

The poorest countries urgently need debt relief,
but this is not enough. To strengthen their
economies, there must be an inflow of new
resources; and a large proportion of these can
only be obtained in the form of development
assistance. Aid is needed not just to fund criti-
cal development projects, but also to attract
foreign private capital, which is unlikely to
arrive in the poorest countries unless backed by
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guarantees from donor governments or multi-
lateral agencies.

At the time of the Social Summit, prospects
for development assistance were gloomy. Flows
had already declined markedly, and only four
donor countries—Denmark, the Netherlands,
Norway and Sweden—were meeting or sur-
passing the agreed UN target of 0.7 per cent of
their GNP. The Social Summit recognized the
need to halt the slide, and delegates resolved to
“strive for the fulfilment of the agreed target of
0.7 per cent of gross national product for official
development assistance as soon as possible”.

This resolve had little practical effect.
Indeed, as indicated in table 2.1, official aid
flows continued to dwindle. In 1995 the mem-
ber countries of the Development Assistance
Committee of the OECD gave $59 billion. But
by 1997 the figure had dropped to $48.3 bil-
lion. In 1998 the figure improved—to $51.9
billion—but this is still considerably less than
the 1995 level. The table sets this in the context
of the military spending of DAC members.

DONOR FATIGUE
The decline in ODA has commonly been
attributed to “donor fatigue”. One aid evalua-

tion after another has pointed to wasted or mis-
used funds, corruption in both public and pri-
vate circles, and to the general institutional
weakness in developing countries that makes it
difficult for them to use aid effectively. As a
result, donors have become increasingly dissat-
isfied. The World Bank, for example, in a
widely read publication Assessing Aid, con-
cluded: “Donors should be willing to cut back
financing to countries with persistently low-
quality public sectors”.

But the problems with aid are not entirely
due to the weakness of Third World institutions.
In recent years, development assistance has had
to operate in such a generally hostile global cli-
mate that its limited success is hardly surprising.

One of the most debilitating factors, as indi-
cated in the previous section, has been debt.
At the time of the Social Summit, around one
quarter of bilateral aid was being used to repay
multilateral lenders. And for World Bank aid
the position was even worse. In 1993-94, out
of every $3 that the World Bank offered as IDA
loans and grants, it reclaimed $2 as debt repay-
ment. Of the remaining dollar, the IMF pock-
eted part. Aid has also been diverted to cope
with a string of humanitarian crises—some of

Table 2.1 — OECD aid compared with military spending

OECD official development
assistance ($ billions)2  52.9 56.7

OECD military spending
($ billions)> 657 612

ODA as percentage of
military spending 80 93

ODA as percentage of
DAC members’ GNPY  0.33  0.33

1990 1991 1992 1993 1994 1995 1996 1997 1998

60.9 56.5 59.2 59.0 554 483 519

0.33 030 0.30 0.27 025 0.22 0.23

ODA average annual real percentage change, 1991-972 -4.6

Sources and notes: @ OECD/DAC, 1999b and 1999c; P SIPRI, 1999; ¢ Randel et al., 1998 and 2000; d The target for overall official development assistance is 0.7 per
cent of GNP (Commitment 9 (1) of the Copenhagen Declaration on Social Development).

620 595 572 548 553 550 539

98 95 97 93 100 88 96
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them climatic, some of them man-made. The
proportion of bilateral aid devoted to emer-
gency relief rose from 1.5 to 8.4 per cent
between 1991 and 1994,

Aid has also failed because of donor errors.
An increasing proportion of aid has been used
in co-ordination with the World Bank and the
IMF to support policy reforms that ultimately
have produced meagre results. Far too often,
assistance has also been accompanied by such

time-consuming demands for reporting that
donor fatigue has probably been matched by
“recipient fatigue”. Each year, for example,
Tanzania prepares as many as 2,400 progress
reports per quarter for all its donor partners.

REORIENTING DEVELOPMENT ASSISTANCE
One way of reorienting development assistance
is to require that a much larger proportion of
aid be dedicated to social development. In the

Box 2.3 — Protests over social sector priorities

into protests and strikes.

1 November 1999

People in many poorer countries have become resigned to the cuts in public services they
have had to endure. But as the press regularly reports, their anger frequently boils over

“Jamaica’s capital, Kingston, was closed down as anti-government protesters blocked
main roads across the island....The wave of protests was sparked by last week’s budget,
which increased the price of petrol by 30%. The government expects to spend 62% of tax
revenue on debt service, and is struggling to protect spending on health, education and
the police.”—The Economist, 24 April 1999

“Since the fall of communism, academic freedom and government interest in higher
education [in Russia] have mushroomed, although this has not been matched by
increased resources. In response, student and industrial militancy have risen markedly.
Besides strikes, demonstrations and pickets, students and lecturers have taken the state
to court for unpaid salaries and begged outside Yeltsin’s house. When in 1996 the gov-
ernment announced an indefinite delay in the payment of salaries and bursaries, 22 lec-
turers went on hunger strike. Within a week the government had given in. These are
small victories against a background of defeat in a country where neoliberalism is run-
ning an education system into the ground.”—The Guardian, 19 October 1999

“The strike [in Zimbabwe] began at the end of September when 400 junior doctors
refused to go to work, demanding significant increases in their meagre monthly salaries
and better hospital conditions. Nyasha Masuke, spokesman for the junior doctors, says:
‘The hospitals are so badly equipped that we watch malaria patients die because there is
no chloroquine. We see others die because there is no blood for transfusions.” Once the
pride of Africa and a model for other developing countries, Zimbabwe’s government
health facilities have been starved of funds for nearly a decade.

A continuation of decline is likely as a result of Zimbabwe’s new budget for 2000. The
health ministry had requested Z$10bn ($250m) but was only allocated Z$6bn. In contrast,
the defence ministry received a whopping Z$9bn. ‘The government does not see any
urgency in ending our strike, says Dr Masuke. “The cabinet ministers and the rich can go
to their private hospitals. It is the poor of Zimbabwe who suffer.””—The Guardian,
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past, the bulk of non-military aid was used to
stimulate economic development, through
infrastructure projects, agricultural develop-
ment, and various kinds of budgetary support.
Social sector spending has lagged behind. Each
country has had different priorities, but few
have tried to ensure that large volumes of aid
reach the poor. This was especially true while
governments were preoccupied with adjust-
ment. At that point, the best the poor could
hope for were partial measures, such as social
safety nets.

Moved by the desperate situation of large
numbers of people deeply affected by crisis and
adjustment, participants in the Social Summit
focused a great deal of attention on the persis-
tence of poverty. They committed themselves
not only to reduce it, but also to eradicate it.
And in consequence, all members of the inter-
national development community have now
given poverty alleviation central importance
in their programmes. But, given different tradi-
tions of social welfare and social policy in
donor countries, it has not been easy for the aid
establishment to develop an integrated
approach to this goal. On one side are those
who see poverty reduction in narrow terms—
best achieved by targeting remedial action at
the poor. On the other side are those of the
welfare state tradition, who believe that
poverty reduction should be a part of broader
efforts by the state to improve social conditions
and promote social justice. This division was
clearly visible in the Social Summit’s Declaration
and Programme of Action and remains evident
in the divergent policies of donors and their
contrasting development assistance programmes.

THE 20/20 INITIATIVE

The problems encountered in redirecting aid
toward social development are well illustrated
by experience with the 20/20 initiative. The
final chapter of the Copenhagen Programme of
Action includes a “mutual commitment between

developed and developing country partners to
allocate, on average, 20 per cent of ODA and
20 per cent of the national budget...to basic
social programmes”. Many people regard this
mutual commitment as one of the most impor-
tant achievements of the Social Summit. It has
been taken up not just by bilateral donors and
the major multilateral development agencies—
including UNICEF, UNDP and the World
Bank—but also by many NGOs in both North
and South.

A great merit of the 20/20 approach is its
apparent simplicity—which helps make it a
sharp tool for advocacy. But the general una-
nimity starts to unravel when it comes to exe-
cution. There are problems right at the outset
in agreeing on the definition of basic social ser-
vices. While all donors agree that these include
basic education, basic health, sanitation and
clean water, not all of them see the need to
deal with nutrition as a category separate from
health. There are also different approaches to
targeting. Some donors take 20 per cent as an
overall target for their global development
assistance programme, while others add the
stipulation that it also has to be achieved in
each recipient country. Then there is the ques-
tion of conditionality. Some see 20/20 merely
as a broad policy commitment—a long-term
goal around which to organize collaboration.
Other donors declare that if recipient govern-
ments to not achieve the 20/20 target they can
expect to be penalized.

These disagreements make it difficult to co-
ordinate donor activity or even to gauge
progress. NGO monitoring projects, such as
Social Watch and Reality of Aid, point to
striking differences between reporting agen-
cies. Not only do they employ different defini-
tions, they also use incompatible accounting
systems and statistical methods. This makes it
almost impossible to determine the proportion
of development assistance going to basic social
services or to compare spending among donors.

WHO PAYS? FINANCING SOCIAL DEVELOPMENT

29



30

CHAPTER 2

The situation becomes even more complex
when differences in reporting in Third World
countries are taken into account.

Nevertheless, the 1998/99 Reality of Aid
report attempted to measure the performance
of bilateral donors. The project estimated what
contribution bilateral aid should make to
financing basic social services and what each
donor’s share should be, based on each country’s
GNP. The conclusion is summarized in figure
2.2. This shows that in 1995 the DAC coun-
tries as a whole were giving only 49 per cent of
what was needed. Sharing out the overall bilat-
eral target by country on the basis of GNP, the
project found that only Sweden and Norway
were contributing more than their fair share.
While most countries fall short of what they
should be contributing, however, it does appear
that the proportions going to basic social ser-
vices are slowly increasing.

But an increase in aid flows is only a part of
the story. Much depends on the response of
recipient governments. Here again there are
problems of fungibility: governments that
receive funds earmarked for basic social ser-
vices may simply seize the opportunity to shift
their own funds elsewhere. A World Bank
study of 14 countries found strong evidence for
this, though there was considerable variation
between countries. Thus when Sri Lanka
received aid for education and health, it took
the opportunity to withdraw an even greater
amount from these sectors—so the net effect
was to reduce basic social sector spending.
Indonesia, on the other hand, received a simi-
lar amount but supplemented this from its own
funds, producing a substantial increase.

Regardless of the level of expenditure, one
also has to take into account how effectively
the funds are used. Again there can be enormous
variations. In Bolivia, for example, donor contri-
butions, along with national funds, appear to
have been channelled very effectively to local
groups for social services. But this case seems to

be exceptional. More typical perhaps is Céte
d’lvoire, where reports indicate that most
public services are failing to reach the poor.
Even when funds are used well, there can
still be doubts about focusing so rigidly on basic
social services. One danger is that other impor-
tant social services will be sacrificed in order to
meet imposed targets. A number of Third World
governments, anxious to prove to donors and

Figure 2.2 — Providing basic social services

for all: Bilateral donors’ fair share, 1995

Norway
Sweden
Germany

Netherlands

United States
France

Spain
Denmark
Ireland
Belgium
Switzerland
United Kingdom
Luxembourg
Italy

New Zealand

Portugal

DAC average
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Percentage of fair share in 1995

Note: The Reality of Aid project estimated the total additional amount required
to meet the target of providing basic social services for all. This amount was
allocated among bilateral donors in proportion to their GNP, and the resulting
“fair share” compared with actual contributions. As the chart indicates, the
average achievement for all DAC countries was 49 per cent. Only Norway and
Sweden exceeded the necessary contribution.

Source: Randel et al., 1998
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international creditors that they are spending
more on primary education—at a time when
budgetary resources are not increasing—have
achieved the goals required of them by reduc-
ing the coverage and quality of other social ser-
vices, like secondary or vocational education.
Some have met international goals by budget-
ing for many new primary school buildings
without having the capacity to provide addi-
tional teachers (especially if the secondary and
tertiary systems are starved of funds). Ensuring
universal access to primary education is obvi-
ously extremely important. But single-minded
insistence on this, within an environment of
very limited resources, can distort social policy.

There is also a significant political price to
pay when governments give special attention
to improving basic education and health ser-
vices at the cost of existing programmes that
benefit a wider cross-section of the population.
Working-class and middle-class citizens who
depend on public services have often seen their
levels of living decline sharply over the past
decade or more; and they are justly upset by
deterioration in public schools, clinics and
social security systems. International advice
that all but the poorest turn to the private sec-
tor for these services presents them with a new
financial burden and an affront to their sense
of citizenship. Pro-poor conditionality in the
context of scarce resources can thus be an
explosive political issue.

ALTERNATIVES TO RIGID TARGETING
Rigid targeting clearly has fundamental weak-
nesses. The data are unreliable, funds fungible,
and long-term effects unpredictable. In the
end, what seems to matter more is not how the
international development community targets
its funds, but how they are actually used. They are
likely to achieve more if each society is allowed
to pursue realistic and appropriate options.
Some donors who have recognized this, and
concede their inability to influence the precise

use of their funds, are now considering a
change of tactics. Instead of being selective
within countries, they are being more selective
between them. In future they will be concen-
trating their aid in countries that have the
greatest potential for progress—typically those
with a commitment to economic reform, along
with a good record on human rights. After
choosing countries with which they share a
common vision of progress, donors then enter
into partnerships in which both states and citi-
zens’ groups exert greater control over the use
of funds. Countries that do not meet the mini-
mum requirements for good governance and
economic reform will no longer receive aid.

This new approach—which is progressively
reducing the number of countries to which
bilateral donors provide assistance—has practi-
cal advantages, but like all aspects of the cur-
rent development assistance framework it also
poses difficult moral and practical dilemmas. A
large number of poor people live under regimes
that do not fulfil these requirements for effec-
tive use of aid. Eliminating development assis-
tance to these countries is difficult to square
with a broad-ranging commitment to poverty
eradication.

ALTERNATIVES TO AID

One way to avoid the dilemmas associated with
foreign aid is simply to replace it. For example,
instead of the current system of discretionary
giving there could be a mechanism for auto-
matic transfers from rich countries to poor.
Much of the new thinking in this area is rooted
in the principles of human rights. International
conventions on human rights have long recog-
nized the right of every human being to a min-
imum standard of living, for example—and
asserted that the duty to fulfil human rights
transcends national borders. Now a number of
groups are trying to work out how this broader
view of rights and responsibilities can be put
into practice.
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One proposal is to establish a new interna-
tional development fund. Each high-income
country could contribute a fixed percentage of
its GNP to such a fund, which could be gov-
erned by representatives from both better-off
and worse-off nations. This council would
decide on the transfers required to bring each
country’s average per capita income up to an
agreed minimum. Even if contributions to the
fund never exceeded half the current UN tar-
get of 0.7 per cent of the GNP of rich countries,
it would raise far more money than is currently
available in conventional aid programmes.

A variant of this would have three “windows”.
Poor countries would achieve a basic social
safety net through the first window. Through a
second window, they could receive extra pay-
ments for services that benefit the whole of the
global community, such as protecting biodiver-
sity or fighting narcotic drugs. The third win-
dow would enable the richer countries to offer

Figure 2.3 — Tax revenue and GDP
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Source: RAO, 1999
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Note: The figure shows how tax revenue
as a proportion of GDP is higher in the richer
countries—and the gap is getting wider.

compensation for damage that they might con-
tinue to inflict on poor countries by maintain-
ing trade barriers, for example, or by refusing to
accept immigrants.

Another approach is to establish new forms
of global taxation. One of the most familiar
proposals is the Tobin Tax on foreign exchange
transactions, which globally now run at $1.5
trillion per day. Similar suggestions have been
made for taxing air travel, Internet use or other
services that have strong international dimen-
sions. Such charges could be levied by national
tax authorities and some of the revenue used by
national governments. But a certain propor-
tion—perhaps half—could be allocated to the
UN for a range of activities, including social
programmes, environmental protection or
humanitarian interventions. A part might also
be distributed among developing countries, so
that countries with the lowest per capita income
received the largest amount.

New proposals on global citizenship and
international taxation are likely to be aired at
the Geneva 2000 meeting of the UN General
Assembly, as well as at the 2001 Financing for
Development conference. Most industrialized
countries will doubtless oppose any such moves.
But the idea of an international development
fund is gaining greater support, particularly
from NGOs. The growing intersection between
human rights and poverty eradication could
become a significant force for change.

Tax reform
Even if international taxation transferred some
funds to developing countries, they would still
need to rely primarily on generating their own
resources. Unfortunately, governments in
many of the poorer countries have seen their
revenues eroded. Much of this is due to eco-
nomic decline. When business enterprises are
producing less, and more people are out of
work, there is less income to tax.

The poorer countries are also generally less
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successful at tax collection. Not only do they
collect less in absolute terms, but they also
gather less as a proportion of GDP. This is illus-
trated in figure 2.3, which shows that high-
income countries collect more than twice as
much as a proportion of GDP—and that the
gap seems to be widening.

A second difference between richer and
poorer countries is in the source of tax rev-
enues. This is illustrated in figure 2.4. The lim-
ited extent of formal employment in develop-
ing countries reduces the potential for
collecting social security contributions or per-
sonal income tax. In Bangladesh, for example,
only 0.5 per cent of the population was liable
for personal income tax in 1991. Many devel-
oping countries have had to make up for the
shortage of personal taxpayers by focusing
direct taxation on larger enterprises, particu-
larly those involved in mineral extraction.

THE ERODING TAX BASE

But the main difference between rich and poor
countries is that the poor rely more on taxes on
imports and exports. This is partly because cus-
toms duties are easier to collect. The World

Figure 2.4 — Sources of tax revenue, 1991-96
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Bank has estimated that levying trade taxes
costs 1 to 3 per cent of the expected revenue—
compared with 5 per cent for value added taxes
and up to 10 per cent for income taxes. On
average, developing countries derive around
one third of tax revenues from taxes on trade,
though in some cases the proportion is far
higher: for Lesotho and Madagascar, the pro-
portion is around one half.

The drive toward globalization and trade
liberalization is therefore likely to hit develop-
ing country revenues hardest. As tariff rates
have been falling, so have their incomes.
Between 1993 and 1998, for example, India
reduced average tariffs from 71 to 35 per cent.
In 1998, however, a new government had to
raise the tariffs again, claiming that this was
not to protect Indian businesses but to protect
government revenue. Even as staunch a free-
trade advocate as Chile has worried about the
revenue implications of trade liberalization. In
1997 the government postponed a reduction in
import tariffs because the parliament could not
decide how the anticipated $420 million cost
was to be met.

A second revenue-weakening effect of liber-
alization is tax competition. Global competitive
pressures make governments wary of raising
taxes—for fear that foreign, or even national,
businesses will flee elsewhere. This has resulted
in falling tax rates around the world, both for
individuals and corporations. Some experts
suggest that in future this race to the bottom
could see corporate tax rates sink to zero.

The tax base is also being weakened by the
increasing informalization of economies. Even
in the European Union, it has been estimated
that between 7 and 16 per cent of the labour
force now operates in the black economy. In
developing and transition economies, the pro-
portion is much higher and seems to be rising.
In Latin America between 1990 and 1996, the
proportion of the non-agricultural workforce to
be found in the informal economy rose in almost
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every country: in Peru, for example, from 52
per cent to 58 per cent; and in Paraguay from
61 per cent to 68 per cent.

TAXING THE CONSUMER

Governments nervous about taxing businesses
have set their sights elsewhere. Many have
increased taxes on consumption, particularly
through value added taxes—regressive taxes
that hit hardest at the poor. One 1990 study of
39 countries undergoing structural adjustment
found that almost all were shifting toward such
indirect taxation. Pakistan is one of the latest
countries to take this step. Here the ratio of tax
to GDP is only 13 per cent—significantly
below the 20 per cent ratio thought necessary
to sustain public spending levels. Attempts in
1999 to introduce a sales tax faltered, however,
after a general strike by small businesses. In
Ghana, the imposition of a value added tax and
subsequent price increases led to riots in May
1995 in which five people were killed.

A similar turn from taxing capital to taxing
consumption is evident in transition countries.
Hungary, for example, has been reducing taxa-
tion on corporations, particularly foreign ones:
between 1988 and 1996, the contribution of
taxes on business profits dropped from 30 to 10
per cent. Instead the government has increased
personal taxation, which now accounts for 36
per cent of total revenue, and taxes on con-
sumption, which now contribute one third of
revenue. Payroll taxes are also high—the
equivalent of more than half a worker’s wage.
Not surprisingly, Hungary also has a proliferat-
ing black economy—now estimated to account
for around 30 per cent of GDP.

INTERNATIONAL AVOIDANCE

Another effect of liberalization is that individ-
uals and businesses have increasingly sophisti-
cated options for moving their funds interna-
tionally so as to elude, or at least minimize,
taxation. The growth of electronic commerce

will further expand opportunities for bypassing
local and national tax systems.

Many of these funds are disappearing into
tax-free offshore accounts. The IMF estimates
that such accounts now contain around $8 tril-
lion—equivalent to the GDP of the United
States. If tax were to be paid on these funds, it
could make an enormous contribution to social
programmes. For example, if these deposits
earned income of around 5 per cent per year
and this were taxed at 40 per cent, around
$160 billion annually would be raised—almost
double what it would take for all countries to
guarantee basic social services.

Recovering the resources lost through tax
avoidance by the rich is thus essential to
strengthening the resource base for social
development. At the national level, one of the
most important measures would be to improve
the efficiency of tax collection. But the
increasingly global nature of tax avoidance
means that solutions must also be international.

One of the first steps in countering cross-
border avoidance must be to ensure a better
exchange of information among countries. In
addition, states will have to consider harmoniz-
ing their tax systems to reduce the benefits of
capital flight. They could, for example, agree
on common ways to tax interest income, so
that funds would not inevitably rush toward
destinations where such taxes are either very
low or non-existent. This has been a problem
for Latin American governments, which find it
difficult to tax interest and dividends while
their citizens can earn tax-free interest on
deposits in the United States.

States must also take concerted measures to
eliminate tax havens. Major industrialized
countries are working toward this goal. Since
1998, in fact, the OECD Forum on Harmful
Tax Practices has been conducting a review of tax
havens, defined as “tax poaching schemes...
that impede the ability of home countries to
enforce their own tax laws”. Preliminary find-
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ings were presented to the senior tax policy
body of the OECD in January 2000, and might
be followed by public banking legislation pro-
hibiting receipt of funds from tax havens. A
number of international NGOs are lobbying
for such an outcome.

Growing awareness of the international
dimensions of tax avoidance also stands behind
the proposal to create a World Tax Organiza-
tion. Like the World Trade Organization, this
would provide a framework within which gov-
ernments could work out a set of rules they
would be willing to observe. Such an institu-
tion is unlikely to emerge any time soon—and
will encounter fierce opposition from transna-
tional corporations and speculators. But in the
longer term, the needs of governments could
drive the international community in this
direction.

Pension reform

Many of the same factors that have weakened
governments’ capacity to tax have also affected
pension schemes—particularly in middle-
income developing countries and countries in
transition. These programmes are essential ele-
ments of social protection, shielding recipients
from hardship in old age. They are often the
largest social transfer schemes and, along with
health and education, absorb the largest
amounts of social expenditure. But like taxa-
tion, they are vulnerable to economic crisis,
rising unemployment in the formal sector and
the growth of the informal sector.

Pension schemes are also affected by demo-
graphic changes. If the proportion of older to
younger people in the population covered by
any programme rises, the government needs to
make appropriate adjustments to contributions
and benefits. The industrialized countries’ pop-
ulations have aged markedly over the past few
decades. But, as figure 2.5 shows, populations
are also set to age rapidly in less developed
regions in the first half of the twenty-first century.

During the past two decades, public pension
schemes have been hit by a combination of
shrinking resources and growing needs. Rather
than undertaking wholesale restructuring, the
advanced industrial democracies have responded
with a number of innovative reforms. For the
developing and transition countries, however,
the international financial institutions have
demanded far more radical change. And, as in
the case of many prescriptions for institutional
reform meted out during the 1980s and early
1990s, this advice has often proved misguided.

The central element in international pre-
scriptions for pension fund reform in indebted
middle-income and transition societies has
been privatization. Encouraged by the Chilean
experience during the 1980s, neoliberal
reformers at both national and international
levels have attempted to replace public social
security systems with private retirement
accounts. Their approach was supported by an
influential 1994 World Bank report, Averting
the Old Age Crisis. And it was backed up by the
exercise of conditionality: discussions of struc-
tural adjustment loans gave a high priority to
privatizing pension funds.

Figure 2.5 — Population over 60, 1990-2050
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In Latin America, this pressure proved least
effective in the more democratic countries. In
Costa Rica, for example, citizens preferred to
reform the public system—eliminating the last
pockets of privilege for public sector workers
and ensuring that new levels of contribution
would be adequate to provide minimum bene-
fits for the aged and infirm. In Uruguay, citizens
forced a public referendum, through which
they rejected a proposal for privatization. At a
later stage, they did permit the introduction of
private investment accounts, but not at the
cost of eliminating the public programme.
In Argentina and Peru, after the legislature
refused to authorize partial privatization, it was
eventually pushed through by presidential
decree. Only in Chile and Mexico has there
been a complete shift to private pension
funds—»but interestingly enough, in both cases
influential sectors of the elite, including the
military, have been allowed to keep their previ-
ous, publicly managed funds.

The struggle over pension reform reflects a
broader debate about the meaning of solidarity
and the nature of risk. First, should there be
room in old-age protection schemes for some
degree of redistribution between those who are
better-off and those who are not? Almost all
public pension systems have an element of
redistribution, but privately managed individ-
ual accounts do not. Second, should pension
programmes ensure some degree of security for
all members, whatever the immediate circum-
stances surrounding their retirement? Public
pension schemes establish a minimum benefit,
based on the length and magnitude of contri-
bution, and bear the risk for delivering that
benefit. In fully private programmes, the
amount of each pension depends entirely on
the size of the individual’s investment and the
performance of the market.

There is, of course, no reason why the pen-
sion programmes developed in any country
should be either entirely private or entirely

public. Combinations of both abound. Indeed,
some of the most creative attempts to deal with
an aging population and falling tax revenue
have involved innovative combinations of
public and private spheres. Thus some indus-
trial democracies have added individually
funded accounts to basic public pension
schemes; some private investment accounts are
managed by business or trade union associa-
tions; and some public schemes invest in pri-
vate markets. In addition, many countries have
chosen not to dismantle their public system but
have raised the pension age or introduced
incentives for later retirement.

It is time to introduce a note of caution and
realism into what has often been a highly ideo-
logical debate. This shift in thinking has
already begun, as practical lessons are drawn
from 20 years’ experience with full privatiza-
tion in Chile (box 2.4). In addition, a number
of people are re-examining the technical argu-
ments—economic and actuarial—for radical
privatization. A recent paper from the Office of
the Chief Economist of the World Bank insists
that “the complexity of optimal pension policy
should caution us against believing that a simi-
lar set of recommendations would be appropri-
ate in countries ranging from Argentina to
Azerbaijan, from China to Costa Rica, from
Sierra Leone to Sweden”. And it goes on to
address “10 myths” that underlie past Bank
support of mandatory private pension schemes.

OTHER ISSUES IN SOCIAL PROTECTION

Public pension programmes are generally part
of broader social protection schemes, including
sickness, accident and unemployment insur-
ance. Of the 172 countries included in the
1997 edition of Social Security Programs
throughout the World, only six (Bangladesh,
Botswana, Malawi, Myanmar, Sierra Leone
and Somalia) lack any kind of public social
insurance programme. But in the poorer coun-
tries, coverage is often restricted to a relatively
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Box 2.4 — Salutary pension lessons from Chile

In the 1990s, Chile was in the forefront of pension reform—phasing out the public system
and shifting all formal sector workers above a minimum poverty line from public to pri-
vate pension schemes. Countries tempted to follow the same path should consider the
discrepancies between claims originally made for this experiment and the reality after
almost 20 years of experience. Discrepancies have emerged in the following areas.

e Efficiency—Though it was claimed that privatization would improve efficiency, this is
highly questionable. Private individual accounts have proved more expensive to manage
than collective claims. In fact, according to the Inter-American Development Bank,
administration of the Chilean system was, by the mid-1990s, the most expensive in Latin
America.

* Yield—Private pension funds were supposed to offer pensioners a good rate of return.
But between 1982 and 1998—and after deducting administrative costs—privately held
and administered pension funds in Chile showed an average annual real return of only
5.1 per cent. Since part of the fees and commissions are charged at a flat rate on all
accounts, these charges have also proved highly regressive. When levied against a rela-
tively modest retirement account, standard fees reduced the latter by approximately 18
per cent. When applied to the deposit of an individual investing 10 times more, the
reduction was slightly less than 1 per cent.

 Competition—Since the public pension system was a monopoly, it was assumed that
privatization would promote efficiency by opening the way for sharp competition
between pension providers. In the event, Chile’s “pension industry”” has become highly
concentrated. The three largest pension fund administrators handle 70 per cent of the
insured. And account holders have limited opportunities for transferring between them:
to reduce spending on advertising, public regulators are limiting the number of transfers
that any individual can make from one company to another.

e Coverage—It was assumed that a private scheme would draw more people into the
pension system by offering the prospect of profitable investments. This has not hap-
pened. Coverage and compliance rates have remained virtually constant.

= Stronger capital markets—Another claim was that the conversion of the public pen-
sion system into privately held and administered accounts would strengthen capital mar-
kets, savings and investment. But a number of studies have recently concluded that, at
best, this effect has been marginal.

« Gender equity—Pension benefits in private, funded systems are determined strictly by
the amount of money contributed. Since women typically earn less money and work
fewer years than men, they receive considerably lower benefits. Public pension systems—
as in Sweden, for example—can counter this disadvantage by providing credits for child
care. Private pension systems cannot.
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small group of formal sector workers and civil
servants. And hundreds of millions of people—
particularly in developing countries—have
been affected by more generalized reductions
in the coverage and quality of services.

As an alternative form of support for those
in greatest need, some countries provide social
assistance pensions. Governments, which
finance these small payments not through con-
tributions but through taxes, thus aim to support
those whose income is too low to qualify for
social security. But like other areas of social
protection in the 1990s, the real value of such
pensions in developing and transition countries
has often plummeted; and the number of peo-
ple receiving benefits has declined. The ILO
estimates that about one third of all the world’s
people lack any type of formal social protec-
tion—whether  contribution-based  social
insurance or tax-financed social assistance. In
Africa, this applies to 90 per cent of the popu-
lation of working age.

The social protection agenda in the years
ahead must include efforts to deal with this
problem. This could be achieved by extending
existing social security programmes to cover
informal sector workers. Or it could be done by
supporting innovative voluntary initiatives.
Many self-employed people in developing
countries have devised schemes that provide
some hedge against risk: co-operative insur-
ance schemes, communal grain storage pro-
grammes, savings clubs and rotating credit
societies. Many NGOs and donors are support-
ing these efforts.

In the last analysis, however, voluntary,
community-based schemes will always be vul-
nerable to external shocks—sharp shifts in the
economic environment, for example, or in the
weather. And they can be fundamentally
affected by changes in social relations among
members as well. If they are to be more resilient
they need to affiliate with large, professionally
run institutions. Public social security systems

are the obvious choice in this regard, though
many now lack the financial or administrative
capacity to incorporate a broad range of low-
income, self-employed groups.

Mobilizing resources at the grassroots
Hit by rising debt repayments, declining devel-
opment assistance and falling tax revenues,
many Third World governments find it
increasingly difficult to provide social services
and social protection. They have therefore
been trying to decentralize—to shift the bur-
den of obtaining and managing resources from
national to local authorities, often as part of
structural adjustment programmes.

But there is a limit to what this can achieve.
When governments decentralize, they may, of
course, be strengthening democratic gover-
nance. But they may also be using this as a pre-
text for cutting financial support. And they
may be demanding too much of local adminis-
trations whose institutions are ill prepared to
take over. Decentralization is thus as likely to
encourage inefficiency as efficiency, and can
compound, rather than offset, the difficulties
associated with declining social spending.

Another way of rationalizing the use of
scarce resources for social development is
through targeting. But this, too, has proved
problematic. Most countries use targeting to
some extent, and it does seem logical to direct
scarce resources toward the neediest. In many
situations, however, it is difficult to locate the
individuals or households that have the best
claim. Moreover, a growing number of studies
have shown that in many areas of the develop-
ing world, targeting is not only haphazard but
also expensive: often it would be cheaper to
provide benefits to the population at large.
And in towns or villages where the majority of
the population obviously requires assistance,
this form of rationing makes little sense.

A further option is to charge for social ser-
vices. Donors and creditors have encouraged

VisiBLE HANDS



CHAPTER 2

cash-strapped governments to recuperate a part
of the cost of social services by charging, or
increasing, fees for public education and health
services. Of all the measures proposed for rais-
ing revenue from local people, this is probably
the most ill advised. One study of 39 develop-
ing countries found that the introduction of
user fees had increased revenues only slightly,
while significantly reducing the access of low-
income people to basic social services. Other
studies have shown that fees reinforce gender
inequality, particularly in education. When
forced to choose which child can go to school
most families are likely to favour boys.

Many citizens’ groups and NGOs made
these points forcefully at Copenhagen, and
their views are now broadly accepted the inter-
national development community. Yet, in fact,
more governments are resorting to such
charges than ever before.

MICRO-FINANCE
Governments can attempt to mobilize resour-
ces at the grassroots. But so can local people.
And they are increasingly likely to do so, with
the help of NGOs, donors and international
financial institutions that are either investing
in micro-credit or attempting more generally
to strengthen grassroots financial systems.
Influenced by pioneering experiments like
the Grameen Bank in Bangladesh, micro-
credit organizations provide small loans at rela-
tively low interest rates to poor people—most
frequently women who use the loans for
money-making projects. They organize bor-
rowers into small groups and their loan officers
monitor the clientele. Although no collateral
is required, repayment is virtually guaranteed
by peer pressure. Clients with good records are
also eligible for better terms on future loans.
Thousands of small enterprises have been
started with micro-credit; and by the time of
the Social Summit, proponents of this
approach were claiming that in the next few

decades micro-credit could entirely eliminate
poverty. At the Micro-Credit Summit of 1997,
presidents and prime ministers, business and
financial leaders, and representatives from
1,500 NGOs pledged to provide 100 million of
the world’s poorest families with small loans by
the year 2005. Their programme was noted and
approved by international bodies ranging from
the Non-Aligned Movement and the Common-
wealth Heads of Government to the G-7. In
December 1997 the UN General Assembly
adopted a resolution recognizing the impor-
tance of micro-credit in fighting Third World
poverty.

Nevertheless, activists involved in the move-
ment are becoming increasingly sceptical.
Small loans may help many people live better
in poverty, but they are generally not sufficient
to provide an escape from poverty. Nor do they
offer clear answers to poor women’s deeper
problems of disempowerment, since other
members of the family frequently use loans
made to women. One study of Grameen Bank
villages in Bangladesh found that men used 60
per cent of loans granted to women, and that
three quarters of the loans were not used in the
ways that the Grameen Bank had sanctioned.

There are also doubts about long-term via-
bility, since many micro-credit ventures are
financially unsustainable and would collapse
without continuing outside support. If these
programmes did charge rates of interest suffi-
ciently high to enable them be self-supporting,
their loans would be too expensive for most
poor borrowers.

Micro-credit is an important tool but, on its
own, it is no solution to poverty. Communities
do need access to affordable credit, but they
also need a broader range of services, including
facilities for saving small amounts, as well as
institutions that can turn those savings into
investments. Thus efforts to improve grassroots
financial services in areas that are vastly under-
served may provide more solid foundations for
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social development than targeted micro-credit
schemes can ever build.

Such institutions would be particularly useful
for investing remittances—income sent back
home by migrant workers in foreign countries.
The amount of money pumped into the
economies of developing countries by nation-
als working abroad has been growing rapidly.
Between 1970 and 1995, global flows of remit-
tances increased from $2 billion to around $70
billion—considerably greater than flows of
development assistance. Remittances serve as
vital lifelines for hundreds of millions of fami-
lies. Yet they could have a much greater impact
if they could be captured by local financial
institutions operating along modern lines,
rather than flowing into traditional money-
lending circuits or leaking out into large corpo-
rations in distant cities.

To meet this need, local institutions would
have to count on greater expertise and suffi-
cient start-up capital. They would also need to
see changes in national regulatory structures
and banking laws. The growing micro-finance
movement is attempting to deal with these
issues, and it is receiving support from many
international organizations. For example, the
Asian Development Bank has recently
announced that it intends to shift the emphasis
in its lending from large infrastructure projects
to micro-finance, rural electrification and
farm-to-market roads. It will not give money
directly to small banking organizations, but
instead will promote regulatory reform so that
local financial institutions can flourish.

Grassroots co-operative banks and mutual
societies were motors of local progress in
today’s advanced industrial democracies. Can
this experience be repeated at the turn of the
twenty-first century, when electronic banking
is erasing financial borders? Development orga-
nizations need to look more closely at the con-
nection between micro-finance and the rapid
evolution of the global financial industry.

A balance sheet

Individuals, households and communities have
always taken the primary responsibility for
financing social development. Their success
depends, however, on broader economic and
political trends. They will be in a much
stronger position if their national economies
are growing and if their social rights are being
met. And they will advance more consistently
and rapidly in a society that encourages solidar-
ity and redistribution.

In many ways, the current environment is
not encouraging. National debts are rising, aid
is falling as a proportion of donors’ GNP, and
social protection and social services have
weakened. Difficulties in taxing immense
wealth have grown more severe, and—rela-
tively speaking—those with less income are
paying more.

But the picture is not entirely bleak. At least
people in many parts of the world are more
aware of the dangers of globalization and are
mobilizing to confront them. Creditors and
donors are offering debt relief in fits and starts.
Governments are considering ways to make
better use of the world’s wealth by working
together to curb tax abuses by individuals and
transnational corporations. And even the
international financial institutions are starting
to doubt many of the hitherto unquestioned
truths of neoliberal social policy—including
privatization, user fees and targeting.

More generally, there seems to be a greater
openness and a willingness to reassess some of
the older and increasingly discredited precon-
ceptions of development finance. This is cer-
tainly related to increasing pressure from those
who have borne the burden of economic crisis
and restructuring over the past few decades.
They are often struggling to create or
strengthen democratic governance under very
difficult conditions—a subject to which we
now turn.
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Today the vast majority of countries have
formally democratic systems of govern-
ment. But gains remain fragile—vulner-
able to voter disillusionment, ethnic con-
flicts and takeover by technocrats.

As the Social Summit emphasized, social
development requires more than additional
funds or better economic and social policies. It
also requires a supportive environment—in
particular, vigorous democratic institutions
that allow citizens to participate freely in deci-
sion making.

On this point at least there has been some
advance. One of the most cheering develop-
ments of recent decades has been the spread of
democracy. Progress has been uneven, and
democratic principles may not always have
percolated very deeply into the national con-
sciousness. But the direction of change has
been positive.

The number of sovereign states has been
increasing rapidly. Between 1900 and 1950, an
average of 1.2 new states were created per year.
Between 1950 and 1990 the rate was 2.2, but
between 1990 and 1998 the rate increased to
3.1. By 1998 there were 185 sovereign mem-
bers of the United Nations, and in 1999 they
were joined by Kiribati, Nauru and Tonga.

Many of these states are now formally demo-
cratic, as reflected in increased electoral activ-
ity around the world. Over the period 1990-99,
there were about 300 competitive elections in
160 of 185 states—an average of 1.9 elections
per country. Some regions have had more
intensive activity than others, as indicated in
figure 3.1, which shows the number of elec-
tions per country to be greatest in the industri-
alized countries and least in North Africa and
the Middle East.

Nevertheless, there have also been some
reversals of democracy, in the form of military

coups: between 1990 and 1999, sub-Saharan
Africa had 15 coups, Latin America had one
(in Haiti), and Asia also had one (in Pakistan).

The United Nations has played a key role in
the extension of democracy. In addition to
sponsoring conferences on democracy, the UN
has provided technical assistance to electoral
commissions, helped supervise elections and
supported national and international election
observers (box 3.1).

The governing dilemma

Representative democracy is a solution to a
fundamental dilemma. In a democracy every-
one is presumed to have equal rights. Ideally,
each citizen should be able to express his or her

Figure 3.1 — Elections per state, 1990-98
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such elections over this period, the corresponding regional average is reduced.

Source: Bangura and Nakamura, 1999 based on International IDEA, 1997,
Inter-Parliamentary Union, 1989-99 and Wilfred Derksen’s Electoral Website
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preferences directly. Even for the 78,000 peo-
ple of the UN'’s smallest member, Kiribati, this
is impractical. Instead people have to aggregate
their interests through political parties and
pressure groups. And they delegate power to
politicians to formulate public policy and
deliver services.

At a basic minimum this demands that elec-
tions are free and fair, and that citizens enjoy

full civil and political rights, particularly the
rights of organization, assembly and expression.
Were all the elections of the 1990s free and
fair? Not all of them—~but a reasonable propor-
tion, at least if a change of government counts
as success. One common danger is that the rul-
ing party may use its current power to retain
future power—directly, by controlling the elec-
toral authority so as to falsify the outcome, or

Box 3.1 — The United Nations promotes democracy

The UN Charter and the Universal Declaration of Human Rights have guided the UN’s
work on democratization. More recently, in 1988, the General Assembly adopted a reso-
lution supporting the principle of free, fair and periodic elections. Other activities pro-
moting these ideals have included three UN-sponsored conferences on “new and
restored democracies”—1988 in Manila, 1994 in Managua and 1997 in Bucharest. A
fourth is planned in Cotonou for 2000.

In 1995, the World Summit for Social Development also focused on the importance of
democracy, declaring that the promotion of social development “requires democratic
institutions, respect for all human rights and fundamental freedoms, increased and equal
economic opportunities, the rule of law, the promotion of respect for cultural diversity
and the rights of persons belonging to minorities, and an active involvement of civil soci-
ety”. Between 1994 and 1998, the Secretary-General prepared four special reports on the
various ways in which the UN system could help governments to promote and consoli-
date new demaocracies.

In terms of direct assistance, the UN has helped organize, supervise and verify elections
and has also provided technical assistance and support for national and international
election observers. In Cambodia in 1993, for example, the UN trained about 5,000
Cambodians as election officers. In Namibia in 1994, a special representative of the
Secretary-General supervised the electoral process during the period leading to Namibian
independence. In Mozambique in 1994, the UN assisted with the establishment of a
national electoral commission and an electoral tribunal for the elections that ended 16
years of civil war.

In the field of technical assistance, the UN has provided training and education, as well
as logistics, to about 50 countries. Between 1989 and 1996, the UN also sent election
observer missions to 24 states. During the same period, it received 187 requests from 69
states for various forms of electoral assistance. Around half of these took the form of
technical assistance, and most activities were concentrated in Africa, Latin America and
the Caribbean, and Eastern Europe—the three regions where the wave of democratiza-
tion has been strongest.
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indirectly, by intimidating the electorate and
opposition groups or controlling the media. A
good indication of fairness, therefore, is that
the ruling party loses. Having the same party in
power for a long time does not necessarily
imply fraud—in Japan and Sweden, for exam-
ple, the same parties have remained in govern-
ment for 20 or even 30 years. But for new
democracies, a change of government does
indicate a degree of flexibility and maturity in
political processes.

As figure 3.2 indicates, the region whose
elections were least likely to result in a change
in the ruling party was sub-Saharan Africa.
Significantly, this was the region where the
opposition was most likely to have contested
election results. This was also the region where
opposition groups were most likely to refuse to
participate—they boycotted around one-quar-
ter of elections.

In Asia and Latin America, the picture
appears healthier. Here elections are more
likely to have produced changes of government
and election results are less likely to have been
contested. In the industrialized countries dur-
ing this period, no elections were boycotted by
major parties and no results were contested.

Incomplete transitions

Though most countries have been moving in a
democratic direction, many are still some way
from mature democracies. Autocratic regimes
often find ways of retaining much of their power
even in a formally democratic environment.

LATIN AMERICA—MILITARY IMPUNITY

In Latin America, most transitions from mili-
tary rule to democracy took place in the 1980s.
But former military rulers often found ways to
retain some vestiges of power or to protect
themselves from prosecution for crimes com-
mitted during their regimes. They extracted
these concessions as the price of a peaceful
handover of power and of avoiding future mili-

tary insurrections. But such guarantees have
not necessarily proved sufficient. The attempt
to prosecute former Chilean President Augusto
Pinochet is the sharpest reminder of the limits
of impunity. Argentina now seems less forgiving
of its ex-dictators as well: since 1998 a number
of former military leaders have been prosecuted
for kidnappings and “disappearances”.

The concessions in Latin America’s transi-
tions were not made solely to the military.
Probably more enduring were those offered to
the traditional elites who managed to hold on
to much of their power. In Brazil during the
mid-1980s, elites supported the change to
democracy in exchange for political posts, state
jobs and money for specific projects.

Figure 3.2 — Alternations in power and

disputed elections, 1990-99
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Another development in Latin American
democracy is the attempt to change rules that
forbid the re-election of incumbent presidents.
Leaders cite the unfinished business of eco-
nomic reforms as justification for passing con-
tinuismo legislation that will enable them to
run for second terms. More than half of the
countries in Latin America were governed by
continuista regimes in 1998.

OVERCOMING OPPOSITION IN AFRICA

Africa’s autocratic regimes were often able to
retain power because opposition parties were
not sufficiently well organized to replace them.
In Cote d'lvoire, for example, President
Houphouet-Boigny had ruled for decades and
caught opposition leaders by surprise in 1990
when he announced an instant election that
gave them little time to prepare. He won the
ensuing election comfortably; and though he
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died in office in 1993, his appointed successor
also maintained a strong grip, banning opposi-
tion rallies and jailing members of the opposi-
tion until ousted in a coup in 1999. As one of
Céote d’lvoire’s opposition leaders has pointed
out, this kind of repression of opposition in
Africa is a way not just to retain power, but also
to avoid the humiliation of defeat.

THE NOMENKLATURA OF EASTERN
EUROPE AND CENTRAL ASIA

In Eastern Europe, transitions have often been
managed by the old party bosses, the nomen-
klatura, who have managed to hold on to
power, or at least wield enormous influence. In
Belarus, the Central Asian republics and
Ukraine, they influenced the way in which
public assets were privatized; and they remain
active in the region’s rapidly growing criminal
gangs. In Turkmenistan, for example, the
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Turkmen Communist Party has been renamed
the Democratic Party and remains the only
legal political party. Most of the opposition is
exiled. The former communist leader is still the
country’s president. He has ruthlessly sup-
pressed all dissent and enforced a personality
cult—calling himself the “Turkenbashi”
(leader of the Turkmen).

The progress of political parties

The basis of all democratic systems is the politi-
cal party, which organizes people who share a
common interest or purpose. Often this has
been based on an economic or social philoso-
phy—typically set somewhere along a left-
right, socialist-capitalist spectrum. Most
Western European parties organize on this
basis—reflecting divisions that emerged many
decades ago, following the enfranchisement of
the working classes. In the United States as
well, the differences between Republican and
Democratic parties have reflected the interests
respectively of capital and labour. Political cul-
ture in Latin America has developed in a simi-
lar way: parties often align themselves with
business interests and landlords on one side
and trade unions on the other.

Another party rallying point is religion.
European Christian Democratic parties are a
residue of religious affiliations. But religion is
still a live political force as well. India, for
example, has since 1998 been governed by a
Hindu-dominated party.

Many countries, such as Bangladesh, Indo-
nesia, Pakistan and Turkey, have Islamic par-
ties that compete with other parties in demo-
cratic states. But there is always a concern that
Islamic parties ultimately seek absolute rule.
Non-religious parties are understandably
alarmed by the prospect of an Islamic party vic-
tory, which can be interpreted as a challenge to
secular democracy itself—a prospect that led in
1991 to a military coup in Algeria, and civil
war and bloodshed in the years since.

Another familiar basis for party organization
is ethnic identity. In some cases this may be
linked with religion, as in former Yugoslavia.
And it may have a strong regional character.
But the most ethnically diverse countries are
typically found in Asia and Africa.

Other parties may be based not on divisions
of class or religion but on personalities, as peo-
ple align themselves behind one powerful or
charismatic figure. Such parties often emerge
after a period of dictatorship, when a military
leader seeks to legitimate authority by creating
a new party. In Ghana, for example, the mili-
tary takeover by then flight-lieutenant Jerry
Rawlings in 1981 resulted in a Provisional
National Defence Council. But after a new
constitution in 1992, Rawlings won the presi-
dency at the head of a newly created party, the
National Democratic Congress.

Another personality-based system emerges
when an individual with a strong following, or
at least a strong will, enters politics on his or
her own account and creates a party to provide
support. One example is President Alberto
Fujimori of Peru.

In principle, all these systems of party orga-
nization are valid. All respond to the represen-
tational dilemma—resolving the tension
between individual and group rights. But they
also have to settle differences and conflict in
an equitable and peaceful fashion. On the
whole the systems that have achieved this with
least disruption have been those based on class
interests. Most industrialized countries have
maintained a reasonable balance between left-
and right-wing parties. Both left and right have
acquired mass followings and over the long run
have alternated in power. Indeed, a greater worry
in industrialized countries is that this process is
now too smooth—that modern parties anxious
to claim the centre ground have been discard-
ing their class characteristics and becoming
virtually indistinguishable, leading to disillu-
sionment with the democratic process itself.
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Democracies are less stable when parties are
based on ethnic groups or regional identities.
Ethnic or religious parties seem to have greater
potential for intolerance and violence, and
strong regional identities can lead to conflict or
secession. Mindful of this, some constitutions,
such as those of Kazakhstan and some African
countries, forbid the formation of parties that
have an ethnic or religious basis.

Least stable of all are the democracies based
on individual personalities or narrowly consti-
tuted interest groups. Many of these tend not
to be programmatic. Rather than attempting to
carry out any popularly agreed mandate, they
pursue the self-interests of individuals or elites.

President or parliament?

States differ not only in their party systems,
but also in their systems of government.
Democratic countries have to choose whether
to vest executive power in a president or in a
parliament led by a prime minister. They can
also operate somewhere in the middle—dis-
tributing power between an executive presi-
dent and a prime minister. A strongly presiden-
tial system tends to be more centralized: the
president is generally elected for a fixed term
and is difficult to remove. He or she can thus
exercise power in a more single-minded way. A
prime minister, on the other hand, is more
beholden to a political party and can be
removed at any time after losing a vote of con-
fidence. This means that more time will have
to be spent cultivating political support.

INDUSTRIALIZED COUNTRIES

Of the major industrialized countries, the
United States and France are the only ones
with executive presidents. Both operate on the
balance of power principle, and in both cases
the president has recently had to cohabit with
an elected assembly controlled by an opposi-
tion party. In France,where there is both a pres-
ident and a prime minister, the latter enjoys

enormous powers in the making of economic
and social policies. In the United States,
cohabitation has sometimes led to gridlock and
a failure to take important decisions. But the
US system functions thanks to a long demo-
cratic tradition bolstered by strong institutions,
including the judiciary and the press.

Most other industrialized countries have
opted instead for parliamentary systems. They,
too, have their weaknesses and can centralize
power. If the prime minister is a powerful per-
sonality with a large parliamentary majority—
as was the case with Margaret Thatcher and
the Conservative government in the UK in the
1980s—he or she has considerable freedom of
action. On the other hand, a parliamentary sys-
tem that generates a multiplicity of small par-
ties can lead to weak government. Italy is the
most notable example among the industrialized
countries—the constantly shifting allegiances
among dozens of small parties have given Italy
59 governments since the Second World War.

DEVELOPING AND TRANSITION
COUNTRIES

Developing countries have generally opted
for a presidential system. Most have done so
as a way of solidifying national unity—particu-
larly when the integrity of their societies
is weakened by multiple ethnic cleavages.
Unfortunately, this also means that they risk
electing autocrats who subsequently pay scant
heed to the rules and procedures that brought
them to power.

As in the United States, the president may
come into conflict with the legislature. But in
the absence of strong institutions, particularly
the judiciary and the press, the president may
be tempted to undermine parliamentary pow-
ers or to rule by decree. Latin America bor-
rowed the institution of the presidency from
the United States, but a number of elected
presidents have eventually chosen to ignore
even their own parties and rule directly
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through personalist movements and media
appeals—as was the case with Carlos Menem
in Argentina, and Fernando Collor in Brazil.

Developing countries with parliamentary
systems should in principle be more protected
from autocrats. But autocrats can also surface
as prime ministers, especially when they enjoy
large majorities. Nawaz Sharif operated in a
fairly dictatorial fashion within a parliamen-
tary system in Pakistan until ousted by a coup
in 1999.

At the other extreme, parliamentary sys-
tems with a plethora of parties can also be dif-
ficult to manage in developing countries.
Benin, for example, is seen as one of Africa’s
leading democracies. Nevertheless, in 1999
more than 17 parties were represented in its
parliament, the largest of which had only 25
per cent of the seats. Suriname, a country with
less than half a million people, had eight par-
ties represented in its 51-member parliament
in 1999 and was run by a five-party coalition.

Some Eastern European countries emerging
from communism sought to build more demo-
cratic societies by opting for parliamentary sys-
tems. Since then, however, several have
retreated. Albania, the Czech Republic and
Poland have subsequently weakened their par-
liaments. In Poland, for example, Lech Walesa,
the Solidarity leader, changed the constitution
to a mixed system that gave substantial power
to the presidency.

A presidential system may seem particularly
attractive when the government feels it has to
push through unpopular reforms—which can
be easier if there is a strong president who can
employ trusted technocrats insulated from pop-
ular pressure. Whether this produces long-term
stability is doubtful. Parliamentary systems cer-
tainly demand greater efforts to build working
coalitions. But once achieved, these broadly
based governments can prove more durable.
Even junior partners in coalitions have an
incentive to prevent the collapse of the gov-

ernment—especially if they are nervous about
the prospect of a snap election they might not
win. One study of 53 non-OECD countries
over the period 1973-79 found that govern-
ments based on parliamentary systems had a 61
per cent survival rate, compared with a 20 per
cent rate for presidential systems. Presidential
systems were also twice as likely to suffer a coup
d'état.

Democracy as means or end?

Democracy is usually seen as an end in itself. It
allows people to express their opinions freely
and make their own choices. Democracy thus
offers a way of fulfilling basic human rights. But
many people see systems of government in
more limited, instrumental terms. For them, a
system of government is merely a means to an
end—a way of achieving social stability and
economic development. If democracy serves
this purpose, all well and good. If it does not,
then it might be better to have a more auto-
cratic system.

There is always, therefore, a risk that under-
performing democracies will harden into
autocracies. An analysis of Freedom House
data for Latin America in 1996 concluded that
while six out of 22 countries had registered
some increases in freedom, 10 others had expe-
rienced significant declines. The most recent
dramatic example is in Venezuela, where
President Hugo Chavez has weakened
Congress and greatly expanded his presidential
powers.

A preference for more authoritarian govern-
ment has also been attributed to cultural pre-
disposition (box 3.2). Some people argue that
Asian societies place a high value on consensus
and are thus less keen on the adversarial style
of Western democracies. The “Asian values” of
East and Southeast Asia have been used to jus-
tify autocratic governments and to account for
their economic success. Former President Lee
Kuan Yew of Singapore has been one of the
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Box 3.2 — Human rights controversies

The Copenhagen Declaration places human rights at the centre of development. This is
understandable. The principles of human rights offer rallying points that even the most
regressive governments find difficult to deny completely. And though these rights may pre-
viously have been seen as abstract formulations, they are now being elaborated in much
greater detail and have been supported by numerous decisions of courts and tribunals.
Claims based on human rights have been putting greater pressure on governments and the
international community.

But this apparent consensus hides a number of sharp disagreements. The first is over
whether rights are genuinely universal. Government leaders in Asia and Africa, for exam-
ple, say that Western societies have been preoccupied with rights, while their own societies
place special importance on duties. And many people point to a similar theme in the
world’s major religious and spiritual beliefs. Leaders in Southeast Asia say that they owe
their political stability and economic development to Asian values oriented toward har-
mony and the community.

This kind of cultural relativism conveniently insulates societies from external criticism,
and serves to consolidate privilege and hierarchy. It ignores the many commonalities
between cultures and the ways in which they interact and change. And while government
leaders often espouse the distinctive values of their societies, many of the neediest are
more attracted by the egalitarian and redistributive dimensions of universal human rights.

The other main argument is over what should be regarded as rights. Some governments
in the West, particularly in the United States, have objected to considering economic and
social benefits as rights, a principle they have associated with communist ideology. On the
other hand, many governments in Asia and Africa have resisted the implementation of civil
and political rights on the grounds that they are less important and urgent than economic
and social rights.

Some of this gap has been bridged in recent times. The conventions on the rights of
women, children and migrants, for example, recognize that improvement in their situation
requires progress on both sets of rights. But many disagreements remain, and the tensions
and contradictions between different sets of rights have become more evident—for exam-
ple, the tension between the right to freedom of expression and the need to protect com-
munities from hate propaganda or incitement to war.

One strategy has been to pair the traditional bundle of rights with the right to development.
The 1993 Vienna Conference on Human Rights endorsed this approach. The West withdrew
its objections to the right to development in return for the acceptance by Asian states of
the hallowed formula that human rights were universal, indivisible, and interdependent.

Such tensions are reflected in the Copenhagen Declaration itself, where the commit-
ment to human rights is qualified with “full respect for the various religious and ethical
values and cultural backgrounds of people™.
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most vociferous advocates of such a position.

This case is weakened by the sheer diversity
and heterogeneity of Asian countries. As
Amartya Sen has noted, “the so-called Asian
values that are invoked to justify authoritarian-
ism are not especially Asian in any significant
sense”. Most Asian countries have also had
opposition to autocratic government. In the
Republic of Korea, this has frequently been
organized by trade unions. Even China had a
widespread movement for greater democracy
prior to the massacre in Tiananmen Square in
1989. The few social science surveys done
since then in China show a strong desire for
more democracy, although hardly anyone ques-
tions the legitimacy of the state.

THE DEVELOPMENTAL STATE

One of the supposed advantages of autocratic
government is that it makes it easier for a coun-
try to be a developmental state—one that is
strong and coherent, and focuses all its efforts
on economic and social development.
Developmental states are assumed to have a
number of core elements. The first is auton-
omy—the government can operate free from
the pressures of particular interest groups. The
second element is high capacity—the country’s
political elite is supported by an efficient
bureaucracy, and these two work together in
pursuit of their agreed goals. A third element is
nationalism: the political elite develops a
nationalist project of industrialization that is
different from current notions of free trade and
capital movements.

The tiger economies of Southeast Asia
could be considered developmental states—as
could the People’s Republic of China in the
1960s, and also post-war Japan. All were
authoritarian to some degree, but they did not
rely simply on the exercise of authority. These
governments were deeply embedded in their
societies, and they maintained strong links
with social forces conducive to development.

Authoritarianism that is not similarly
embedded tends to lead not to development
but to predation. In many African countries
authoritarianism has been profoundly anti-
developmental. Mobutu Sese Seko in Zaire, for
example, had sufficient autonomy to create a
developmental state. Instead, he exploited his
power to amass a huge fortune for himself and
his cronies while leaving his country in ruins.

The “soft authoritarian” states of East and
Southeast Asia were historically unique. Many
of the fundamental changes, such as land
reform in Japan, that laid the foundation for
equitable development arose during US occu-
pation and were shaped by the disciplines of
the Cold War. Authoritarianism on its own
rarely creates these egalitarian circumstances
or generates progressive political leadership.

The democratic alternative

Authoritarian regimes cannot be relied upon
to be developmental, but neither can demo-
cratic ones. In theory a liberal democratic gov-
ernment should be responsive to the elec-
torate—and thus meet basic needs and fulfil
rights. This does happen in some cases. The
industrialized countries are generally demo-
cratic, and their people have the lowest levels
of poverty. A number of developing countries,
such as Botswana and Mauritius, also manage
to combine democratic rights with growth that
may lead to poverty reduction. Figure 3.3 illus-
trates this and other possible combinations in
developing countries.

Unfortunately, there are many counter-
examples. Indeed, most countries that have
recently moved toward democracy also seem to
have suffered reverses in economic growth and
human development. Eastern Europe and
Central Asia, in particular, have seen devastat-
ing rises in poverty: between 1987 and 1998,
the number of people living on less than $1 per
day rose from one million to 24 million. Why is
this? A number of reasons have been put forward.
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= llliberal democracies—Achieving democ-
racy is a complex business that requires several
stages of democratic deepening. Unfortunately,
many countries appear to be stuck in the early
stages. Elections may take place, but the press is
often muzzled and the courts corrupt, and many
sections of state power lie beyond democratic
control. Incomplete transitions produce illiberal
democracies. And because democracy has not
got very far, neither has social development.

« Weak institutions—The essential institu-
tions of democracy do not materialize
overnight. In many sub-Saharan African coun-
tries, for example, state institutions remain
inadequate. Badly paid civil servants are often
obliged to concentrate not only on public
duties, but also on extra income-earning activ-
ities. In Latin America as well, many of the old
problems survive; traditional clientelism
remains strong. Eastern Europe has confronted
the additional challenge of having to disman-
tle one set of institutions and create another.
Where institutions are weak, one of the most
serious outcomes is rampant corruption—as
reflected in Transparency International’s cor-
ruption perception index. The bottom 10
countries (out of 99) in the 1999 index were, in
order of increasing corruption: Kenya,
Paraguay, Yugoslavia, Tanzania, Honduras,
Uzbekistan, Aczerbaijan, Indonesia, Nigeria
and Cameroon. Developing countries and
transition countries do not, of course, have a
monopoly on corruption, which in recent years
has become an issue in Italy, the United
Kingdom, Japan and, more recently, Germany.
« Elite domination—Even when countries
move toward democracy, the old elites may
remain in control through strategies of com-
promise or force. African countries that are
formally democratic maintain entrenched sys-
tems of personal rule that frequently channel
resources to individuals in favoured ethnic
groups. They also mutate according to shifting
power allegiances. In Kenya, for example, the

ruling Kenya African National Union party
was originally dominated by the Kikuyu; but
President Moi has steadily transformed the
party into one that primarily serves the needs
of members of his own group, the Kalenjin. In
Latin America, the military managed to retain
much of its authority, even if some of this is
now unravelling. In Guatemala the same
landed and business oligarchies have had con-
siderable influence over the economy for 80
years or more, and in the democratic era
remain firmly in charge.

The rise of the technocrats
Local political circumstances push some coun-
tries toward autocracy. But external influences
also play a part in dampening democracy. They
can encourage more technocratic forms of gov-
ernance that weaken the position of elected
politicians and concentrate day-to-day deci-
sion making in the hands of a few national
experts or institutions operating beyond demo-
cratic oversight and control.

One of the main pressures in this direction is
the increasing predominance of the financial
markets. All countries now find themselves at

Figure 3.3 — Democracy and economic performance

in developing countries

Source: Mkandawire, 1999
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the mercy of international financiers. This
applies particularly to those that have attracted
large amounts of private funds—the OECD
countries, Latin America, East Asia and parts
of Eastern Europe. In the past, most such flows
were the result of companies making foreign
direct investments—whether in factories or
mines or other enterprises. These companies
were making fairly long-term commitments;
and in order to protect their investments, they
tried to establish good relations with govern-
ments, trade unions and other local institu-
tions. They were not particularly sensitive to
immediate changes in the macroeconomic
environment. Indeed they might welcome a
bout of inflation if it helped stimulate local
demand for their products. Even when there
were deeper economic problems in the country,
each company’s physical investment retained
much of its value.

Now, however, as described in chapter two,
more capital is coming from financial
investors—those buying equities or bonds.
Portfolio investors and traders in bonds or cur-
rencies will always be more nervous about
inflation, or about any development that
depreciates the currency in which their bonds
or equities are denominated. They have no way
of recovering their position other than to sell.
And they have short time horizons: indeed,
they have to make many of their decisions in
seconds.

Aware of this, governments are permanently
looking over their shoulders to see how the
markets react to their macroeconomic deci-
sions—particularly those that have a bearing
on inflation. A government might prefer a
looser monetary policy as a way of stimulating
demand. But even a rumour of such a change
could cause capital to flee.

THE RISE OF THE CENTRAL BANK
In these circumstances, governments may
believe that the best approach is to remove

monetary policy from the political arena alto-
gether and to pass all decisions on monetary
and even fiscal policy to technocrats in the
central bank.

Independent central bankers are presumed
to have several advantages over politicians as
far as consistent monetary policy is concerned.
First, they are less susceptible to immediate
popular pressure and so can steer a steadier
course. Second, since they are likely to be in
office longer than politicians, they can have a
long-term strategy that does not need to be in
tune with electoral cycles. Third, they are not
distracted by other considerations, such as popu-
lar pressures to boost growth and employment.

The delegation of authority to central banks
is well advanced in industrialized countries.
The United States and many Western
European countries have now given varying
degrees of autonomy to their central banks,
and a similar process is under way in develop-
ing countries. In Chile, for example, the
Pinochet dictatorship in 1989 gave indepen-
dence to the central bank as a way of tying the
hands of the incoming government and pre-
venting a reversal of its own neoliberal eco-
nomic policies. And during the 1990s,
Colombia, Mexico and Venezuela also granted
substantial autonomy to their central banks.
The trend is less advanced in Africa, though in
most of Francophone Africa price stability is
delivered by membership in the Franc Zone.

For the transition countries of Eastern
Europe, one of the strongest forces encouraging
technocratic decision making is the drive
toward the creation of a common currency for
the European Union. This requires countries in
Euroland to converge toward similar rates of
interest, budget deficits and inflation. While
the transition countries wanting to join the EU
are not expected to meet the same conver-
gence criteria, they still have to pass some rig-
orous tests on economic management before
they can be admitted to the club. They must
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demonstrate clear progress in a number of
areas, including liberalizing capital flows and
establishing independent central banks.

THE RISE OF THE TECHNOCRATIC
FINANCE MINISTER

Finance ministries have always been impor-
tant, but in most governments they have now
been catapulted to positions of dominance.
Pressures for economic stabilization and bal-
anced budgets have drained power away from
the spending ministers and pushed it toward
finance ministers. And in an increasingly com-
plex world economy, finance ministers them-
selves are now required to be specialists. Gone
are the days when the job could be filled by any
politician. Today, the candidate is expected to
have academic training in economics, or at
least to be fully conversant with complex eco-
nomic issues. Ministers such as Leszeck
Balcerowicz of Poland, Yegor Gaidar of Russia,
and Kwesi Botchway of Ghana were all highly
trained economists or academics. This trend is
particularly evident in Latin America.
Alejandro Foxley in Chile, Domingo Cavallo
in Argentina and Pedro Aspe in Mexico
received doctorates from US universities. On
returning home, these technocrat-politi-
cians—"“technopols”—then assembled cadres
of like-minded people and built a power base in
their respective political parties.
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THE NEW MANAGERIALISM

The drift to technocracy is also evident in the
reorganization of government bureaucracies.
Here, the trend is shifting responsibilities from
government departments to executive agen-
cies. Although staffed by civil servants, agen-
cies are headed by chief executives, on fixed-
term contracts, who have independent boards
of directors. This trend is furthest advanced in
OECD countries, notably in the United
Kingdom, where by 1995 two thirds of civil ser-
vants were employed in agencies—dealing
with everything from teacher training to the
issuing of passports. Developing countries have
been following the same path—notably Ghana,
Jamaica, Sri Lanka, Uganda and Venezuela.

The same impulse has also led to the estab-
lishment of independent systems for tax
administration. These are run separately from
the Ministry of Finance, and sometimes even
from the regular civil service. Uganda, for
example, followed this path and as a result
managed to raise tax revenue over the period
1992-94 from 0.9 to 1.7 per cent of GDP—an
example that has encouraged neighbouring
Kenya and Tanzania to follow suit.

Executive agencies can operate with greater
managerial discipline and more direct incen-
tives than government departments. But even
when agencies succeed, they do so at the
expense of day-to-day democratic control.
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ENCOURAGEMENT FROM WASHINGTON
Moves toward more technocratic control in
developing countries have been encouraged by
the IMF and the World Bank. From their point
of view, insulating governments from demo-
cratic pressures is an advantage when carrying
out structural adjustment programmes (SAPS).
Such programmes are often highly unpopu-
lar—which is understandable, since they gen-
erally increase unemployment, reduce wages
and cut government services. In a number of
cases, they have provoked riots in the streets.

Unpopularity was not a handicap when
SAPs were being imposed by military dictator-
ships or single-party regimes; but in a more
democratic era, public participation can make
such programmes more troublesome. The
Bretton Woods institutions tended, therefore,
to confine policy discussions to a small group of
people. In Latin America, for example, they
worked through business groups and the
technopols with whom they had close relation-
ships. In Africa, the situation was slightly dif-
ferent. Since governments had fewer trained
people who were enthusiastic about market
reforms, the Bretton Woods institutions had to
supply most of the technocrats themselves—
placing experts in key financial and economic
ministries. When, as democratization proceeded,
there was greater pressure for local autonomy,
this international staff was gradually replaced
with local technocrats who could be relied
upon to support adjustment.

TECHNOCRACY AND DEMOCRACY

Citizens in emerging democracies may not
object to more technocratic government if it
delivers economic stability and development.
But this assumes that the technocrats get
things right. When they get things wrong, they
may undermine not just their own position but
the legitimacy of democracy itself. In Eastern
Europe, for example, where much public policy
has been put into the hands of finance min-

istries and technocrats, the public response to
economic failure and collapsing welfare systems
is to aspire not to greater democracy but to
the old certainties of communism. Surveys in
Bulgaria, Slovakia, Belarus and Ukraine all
show good ratings for the defunct regimes.

But the main danger of technocratic con-
trol, and of isolating policy makers from popu-
lar sentiment, is that it can alienate quite a
large proportion of the population and thus
block the way to future progress. Experience
has shown that the best way to achieve durable
support is through democratic processes of par-
ticipation, dialogue and compromise. They
should not merely promise long-term prosper-
ity but also take care to compensate the short-
term losers. In 1999 the European Bank for
Reconstruction and Development, reviewing
10 years of transition, concluded: “It is com-
monly believed that successful reform requires
a stable, strong government of technocrats
committed to reform, but the experience of
the last 10 years of transition has contradicted
this view. A high degree of political compe-
tition, rather than a government insulated
from electoral pressures, has promoted reform
in many countries”.

Without these processes of adjustment and
adaptation, countries also risk lurching into
political volatility, low voter turnout and a
regression to primordial and sectarian forms of
politics. Even industrialized countries such as
Sweden, Italy, Austria and the US have seen
the rise of new parties and charismatic figures
with few or no links to established parties. In
Eastern Europe it is noticeable that countries
pushing ahead most rapidly with reform have
had more frequent changes of government
than those that moved more slowly. Poland, for
example, had seven prime ministers and three
presidents between 1990 and 1997.

Technocratic government poses serious
problems for old and new democracies. It
empowers narrow elites and undermines
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both democratic accountability and popular
sovereignty. Clearly, policy making does now
require greater technical expertise. But such
expertise should still be open to democratic
oversight.

INTEREST GROUPS AND SOCIAL PACTS
The most direct form of oversight is via elected
representatives and the ballot box. But citizens
have many other ways of influencing govern-
ments, through membership in other organiza-
tions and institutions of civil society. Many of
these contacts are sporadic and involve trying
to influence governments on particular issues.
But there can also be more formal arrange-
ments that culminate in social pacts—as indi-
vidual interest groups pledge support or
restraint in the national interest.

These efforts fit into a corporatist model of
government in which different interest groups
are incorporated into the political process. In
exchange for having an influence over the for-
mulation of public policies, these groups then
have to assume responsibility to help imple-
ment them.

The most important of these interest groups
have been the trade unions and employers’
associations—the social partners who have
entered into tripartite relations with govern-
ment. Such negotiations flourished in the
Keynesian era, when governments felt more
confident about manipulating their economies
to achieve high growth with low unemploy-
ment and low inflation. Trade unions could, for
example, be offered better working conditions
in exchange for wage restraint. In many cases
this process involved an annual round of wage
negotiations—as in Germany or the United
Kingdom in the 1970s. But there have also
been more formal social pacts, particularly in
smaller countries like Sweden and Switzerland.
In Latin America, such pacts have a long
history.

The era of liberalization and globalization

might have been thought to have done away
with corporatism. Governments are less confi-
dent about controlling their economies. Trade
union membership rates have gone into
freefall. And employers’ associations are being
overtaken by the spread of multinationals.

In Mexico, for example, corporatism has
been assailed from many different directions.
The long-dominant Institutional Revolutio-
nary Party is slowly loosening its grip on politi-
cal life. And the central labour organization,
the authoritarian Confederation of Mexican
Workers, is seeing its influence eroded. Faced
with lower wages and rising unemployment,
workers are now forming smaller independent
unions.

Yet the idea of social pacts seems far from
dead in countries that are attempting to build
more stable and more democratic political sys-
tems. In 1997, for example, the government of
the Republic of Korea established a tripartite
commission consisting of the state, labour and
other forces of civil society. This reached an
impasse when the government refused to
accept union proposals for wide-ranging social
safety nets. Probably the best example of a
social pact in the developing world is South
Africa’s National Economic Development and
Labour Council, which is attempting to bring
together the state, organized labour, business
interests and community groups in an elabo-
rate set of corporatist institutions (box 3.3).

Ethnicity and democratization

States may become more technocratic and
centralized. But along with the centripetal
forces drawing power to the centre, there are
also centrifugal forces tending to wrench
democratic states apart. One of the most evi-
dent in recent years has been ethnicity. The
Balkan wars, the secessionist claims in
Indonesia, and the continuing struggles across
Africa, from Western Sahara to Somalia, are all
evidence of continuing ethnic tension.
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All states are multi-ethnic, though some
have many more groups than others. On the
basis of language, European political systems
include among their citizens only around 9.5

ethnic groups per state, compared with 21 in
Latin America and the Caribbean. But the
most ethnically segmented states tend to be
found in Africa, Asia and the Pacific, where

Box 3.3 — Social pacts in South Africa

The ANC was elected in 1994, pledging to build a more egalitarian society. It had long
maintained an alliance with the main trade union organization, the Congress of South
African Trade Unions. But the ANC government also recognized the importance of pro-
tecting the country’s industrial base and its international competitiveness. How could it
transform South African society while maintaining industrial peace? One response in
1995 was to establish the National Economic Development and Labour Council
(NEDLAC)—a multipartite body designed to reach consensus on economic and social
policy between organized labour, organized employers, community groups and the
government.

One of its most important achievements has been the Job Summit in 1998. This created
possibilities for a negotiated social pact that would include wage and price increases, the
distribution of the benefits of productivity improvements, and agreement on macroeco-
nomic policy, social welfare and the investment regime.

But on some issues consensus has proved elusive, and at times NEDLAC has been
bypassed in favour of bilateral negotiations. The Social Plan and Basic Conditions of
Employment Act, for example, caused a major dispute. Employers were worried that it
would affect their global competitiveness; and some of their views were reflected in the
final Social Plan, which provides for the active management of workforce reduction
when large-scale job losses are unavoidable. The trade unions wanted full protection
against job losses, and in 1997 they staged a series of strikes to achieve a 40-hour week—
though in the end they compromised in return for government commitment to resist
employers’ demands for greater flexibility in working hours between sectors.

NEDLAC faces a number of problems. Its members do not represent all the affected
parties—notably those who are not trade union members. Some of its members have
stronger negotiating skills than others. Also, although NEDLAC requires the government
to bring its major policies to the negotiating table, it does not require the same of the
other social partners.

The wide-ranging public sector strikes of the last few months of 1999 suggested that
unions were becoming disenchanted with their limited scope to influence policy. But
NEDLAC does provide the institutional basis for South Africans to engage with the new
global order. This process, which may be called liberalized bargaining, assumes that par-
ticipants accept the need to open up the economy; but it also offers them the opportu-

nity to influence the terms on which this is done.
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the number of groups per state averages 50 or
more. In some countries there are many hun-
dreds—Nigeria has 470, India 407, Indonesia
712, and Papua New Guinea 817.

In the majority of countries, one ethnic
group tends to dominate. Even in ethnically
diverse Asia, one group makes up more than
half the population in 34 of 46 states, and the
same is true in 19 out of 26 states in the Pacific.
The only region to break this pattern is sub-
Saharan Africa where, if the small island states
are excluded, a single group dominates in only
12 out of 34 states.

A useful way of considering the ethnic
structures of different countries is in terms of
polarity. This is illustrated in table 3.1, which
classifies countries in five types. The simpler
cases are unipolar, bipolar or tripolar. A unipo-
lar structure refers to cases where one group
enjoys an overwhelming majority. A bipolar
ethnic structure may either be composed of
only two main ethnic groups or, as in Sierra
Leone, it may contain a multiplicity of groups
in which two roughly equal groups account for
more than 60 per cent of the population. In a
tripolar ethnic setting, there are either only
three ethnic groups or three large groups in a
multi-ethnic setting. Then there are multipo-
lar countries—either concentrated or frag-
mented. In the concentrated multipolarity
case, one ethnic group may constitute half or
40 per cent of the population, but still not be
large enough to outnumber clusters of smaller
groups. In the case of fragmented multipolarity,
no group is large enough to dominate the polit-
ical system. The conflicts that are often diffi-
cult to manage are those that occur in bipolar
or tripolar settings. Government reforms
should aim toward moderation, weakening
polarity, and revealing multiple cleavages.

Ethnic diversity is not in itself a problem.
Individuals and states can be enriched by cul-
tural and ethnic diversity. Nor is ethnicity
fixed and thus likely to store up trouble for the

Table 3.1 — A typology of ethnic structures

Unipolarity
Botswana
Equatorial Guinea
Cambodia
China
Viet Nam
Bulgaria

Bipolarity
Rwanda
Burundi
Belgium
Fiji
Guyana
Sierra Leone

Tripolarity
Switzerland
Nigeria
Malawi

Cameroon
Namibia

Tanzania

Papua New Guinea
Solomon Islands
Vanuatu

India
Congo?
Niger
Kenya
Togo
Ethiopia

Note: @ Republic of the Congo

Grimes, 1996 and Premdas, 1995

Number of
groups

30
12
17
205
85
9

10

20

470
15

Fragmented multipolarity

279
27
131
817
66
109

Concentrated multipolarity

407
60
20
61
43
82

Source: Bangura and Nakamura, 1999, based on
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82 93
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92 99
38 54
47 58
9 11
13 17
30 34
7 8
10 13
7 9
57 64
64 73
61 70
34 47
88 42
36 44

FRAGILE DEMOCRACIES

57



58

CHAPTER 3

future. Ethnicity is constantly adapting: it is a
variable and shifting attribute that can never
pin a person down to a precise identity. Many
ethnic markers—physical characteristics, lan-
guage, religion and culture—are very fluid.
And while some societies consider religion, say,
or language to be defining characteristics, others

Figure 3.4 — Armed conflicts
by region, 1989-97
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Figure 3.5 — State creation
in the twentieth century
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may ignore such considerations altogether.

The problems arise only when ethnic iden-
tity is politicized—at which point it can be
used to provoke behaviour that is insular,
xenophobic and destructive. It has this power
because, in extremis, ethnic identity overrides
all other loyalties and obligations.

One of the clearest indicators of the
increase in ethnic strife was the alarmingly
high number of civil wars in the 1990s, even
though these decreased between 1992-94, and
1996-97. In the 1990s most wars were not
inter-state but intra-state. These may not have
started as ethnic conflicts, but ethnic identity
certainly came to the fore once they were
under way. Such conflicts typically originate in
the maldistribution of resources or jobs, or in
abuses of cultural or human rights. Those who
struggle to preserve or overturn these inequali-
ties often use ethnicity as their focal point.

As figure 3.4 illustrates, most of these con-
flicts have been in the more ethnically diverse
regions—Africa and Asia. These are also the
regions that have produced the majority of
refugees: of the 11.4 million refugees in 1998,
41 per cent came from Asia and 28 per cent
from Africa.

THE RISK OF SECESSION

Inter-ethnic strife may end in the crushing of
an insurrection or a change in the national
power structure. But it can also lead to seces-
sion and the creation of a new state. Figure 3.5
indicates the rate of sovereign state formation
in the last century. The peak in the 1960s and
1970s represents the period of decolonization
and independence, while that in the 1990s
largely corresponds to existing states breaking
up. The most dramatic sequence was in East and
Central Europe in the 1990s, when 22 new states
appeared, most of which had been parts of the
former Soviet Union or Yugoslavia. Few new
states have been created elsewhere: none in the
Americas, and only one in Asia—East Timor.
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Paradoxically, despite the turmoil in Africa,
only one fully recognized state has been created
(Eritrea), though two others—Anjouan (which
seceded from the Comoros in 1997) and
Somaliland (which has effectively become a
separate state within Somalia)—may be recog-
nized in the near future.

The main reason for Africa’s slow rate of
state formation is the degree of ethnic fragmen-
tation. Africa has more than 2,000 ethnic
groups, whose average size is less than one mil-
lion. It is hardly practical for each of these to
have a state of its own. Instead, political lead-
ers have tried to forge new states within their
inherited colonial boundaries. The reluctance
of political leaders to seek new nation states
has been reinforced by the Charter of the
Organization of African Unity, which forbids
redrawing of colonially inherited borders and
makes it difficult for secessionist movements to
gain recognition. In fact, sub-Saharan Africa
has only three states where ethnicity has been
linked to statehood—Lesotho, Swaziland and
Somalia, though the third is in the process of
breaking up.

The African situation is mirrored to some
extent in Asia. All the larger states—China,
India, Indonesia and Pakistan—are multi-eth-
nic. Of these, probably only Indonesia, where
ethnic fragmentation is compounded by geo-
graphical dispersion into islands, is at serious
risk from secession.

Electoral systems and ethnic diversity

Governments have adopted a number of strate-
gies for accommodating ethnic diversity within
single states. In some cases they have done so
by altering the structure of the state in ways
that allow distinct groups to have greater
autonomy. Some of the larger and most diverse
countries, such as India, have federal structures
that devolve considerable authority to state or
provincial assemblies. Many states have also
made efforts to decentralize—deconcentrating

their activities, or delegating administrative
tasks, or in some cases devolving considerable
authority to local governments. The primary
purpose of decentralization is usually to make
the government more responsive to regional
and local sensitivities. But since most ethnic
groups also tend to be concentrated in specific
regions, this effectively permits greater ethnic
autonomy.

Uganda, for example, has since 1994 been
decentralizing authority to 46 districts, whose
activities now account for 30 per cent of gov-
ernment expenditure. In many respects this is
thought to have been a success and to have
consolidated national unity. But there have
also been complaints that the districts were
actually created along ethnic lines, so that
decentralization has intensified ethnic poli-
tics—making it difficult for civil servants to
work outside their home areas.

In addition to changing the structure of
their states, governments have also tried to
accommodate ethnic divisions by devising
more appropriate voting and governance sys-
tems. Here there are two main options. One,
the “alternative vote”, encourages political
parties to be multi-ethnic. The other, the “list
system”, accepts that parties will be rooted in
ethnic identities but tries to make these parties
share power.

PLURALISTIC PARTIES AND THE
ALTERNATIVE VOTE

One electoral system that encourages parties to
appeal across ethnic lines is the alternative
vote. This system requires voters to rank candi-
dates in an order of preference. If no candidate
receives more than 50 per cent of the vote in
the first count, the last candidate is eliminated
and his or her second-preference votes are
transferred to the remaining candidates. The
process is repeated until a winner emerges.
This system can still allow candidates who
adopt an ethnically extreme position to be
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elected, but it reduces their chances of suc-
cess—and improves the prospects of those who
adopt more centrist positions and are prepared
to appeal to people outside their own core
group.

The alternative vote was initially devised
for fairly homogenous industrialized coun-
tries—to address some of the weaknesses of the
first-past-the-post system, where a candidate
may be elected even if heartily disliked by the
majority of voters who split their vote between
two or more other parties. The main Western
democracy to use this system is Australia.

But the alternative vote could also be of
value in ethnically diverse developing coun-
tries. So far, it has not been used extensively.
Papua New Guinea used it in early elections
but subsequently replaced it with a first-past-
the-post system. Sri Lanka has a variant of the
alternative vote for presidential elections, and
Fiji adopted it in 1996.

CONSOCIATION AND THE PARTY LIST
A diametrically opposed approach accepts that
citizens will vote along ethnic lines but obliges
the ethnically based parties to share power in a
government of national unity. This “consocia-
tion” model thus tries to promote diversity not
within parties, but within governments.

Consociation typically requires a system of
voting based on party lists. A country is divided
into very large constituencies—or may even be
treated as a single constituency, which is usu-
ally the case in a presidential election. In the
case of a parliamentary election, voters do not
choose an individual candidate, but instead
vote for a party. Parties are then allocated par-
liamentary seats according to their proportion
of the total vote—nominating their represen-
tatives from a previously prepared ranked list of
candidates.

The consociational governments that this
system permits ideally have four key elements.
First, they are coalitions that reflect all seg-

ments of society. Second, they distribute public
sector jobs proportionally to each ethnic group.
Third, they offer a high degree of territorial
autonomy—through federalism or decentral-
ization. Fourth, they allow minority groups a
veto on important issues. This system effec-
tively encourages each key group to form its
own party in order to gain representation in
both the government and the civil service.

Consociational systems are to be found in
Austria, Belgium and Switzerland, and also in
developing countries such as Malaysia and
South Africa. They are also a popular choice
for negotiators trying to devise solutions for
war-torn societies, as in Bosnia-Herzegovina
and Northern Ireland. But this does not always
work. There have been failures in Cyprus and
Lebanon, for example, and the consociational
agreement for Angola was never fully imple-
mented because of the recalcitrance of the
rebel leader, Jonas Savimbi.

THE MERITS OF DIFFERENT SYSTEMS

There has been considerable debate about the
relative merits of these two approaches. This
has centred on four main issues.

- Promoting moderation—The alternative
vote will only be biased toward moderate can-
didates if each constituency has an ethnically
mixed electorate across which candidates are
obliged to appeal. If constituencies have one
dominant group, then ethnically extreme candi-
dates can still be elected. In this case, the party
list and consociation may be a better option.

= \Voter empowerment—The alternative vote
has the advantage of allowing voters to identify
with a particular candidate and monitor his or
her performance. The party list system discour-
ages accountability to voters. After the elec-
tion, successful candidates are more likely to
respond to the wishes of their party, particu-
larly those of the party leader.

- Ease of use—llliterate voters may find the
alternative vote system too complex, though
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this can be alleviated by the use of separate and
differently coloured ballot papers to indicate
second and third choices. Ballot boxes can also
be arranged in a rank-ordered way for voters to
express their preferences.

- Strong government—The alternative vote
system is majoritarian—electing people who
appeal to a broad spectrum. Opposition parties
and more extreme groups are thus excluded,
but this may provoke them into extra-parlia-
mentary activity that could destabilize the gov-
ernment. Also, when groups are sharply polarized
voters may refuse to exercise their second-pref-
erence votes. The consociational approach,
conversely, will draw in even the most extreme
groups. This may build stability, but it will not
necessarily produce strong government.

The two basic models have their strengths and
weaknesses. And of course they do not exhaust
the possibilities. Countries contemplating a
new electoral system can spend many years
mulling over a plethora of options. Another
popular choice is the “single transferable vote”,
where voters list their preferred candidates in
order; when the leading candidate has received
sufficient votes to be elected, his or her surplus
votes are transferred to other candidates.
Under the single transferable vote system more
than one candidate may be eligible for election
in a constituency: this offers opportunities for
smaller parties to be elected into parliament.
Elections may also be conducted in a series of
separate rounds, progressively eliminating
weaker candidates.

There are other ways of modifying party
behaviour. There can be a ban on ethnic or
religious symbols, for example, or parties may
be obliged to establish offices throughout the
country rather than exclusively in their home
territory. There are also many variations on the
rules of consociation. Thus party lists may be
required to have a minimum number of indi-
viduals from more than one region, or the pres-

idential and vice presidential candidates of
political parties may be chosen from different
regions—as in Sierra Leone. And there can be
various forms of affirmative action, including
reserved seats for minorities, as in New Zealand.

In practice, states have a broad palette of
options and tend to mix and match systems of
voting with different structures of government.
Very few adopt all elements of the ideal conso-
ciational model. They are unlikely to allow a
minority veto, for example, or to distribute
civil service posts on a strictly proportional
basis. And there are many forms of power shar-
ing. The Swiss model is based on strong, multi-
ethnic parties. Nigeria rotates the presidency
among individuals from different regions. And
Malaysian political parties create their “grand
coalition” prior to the election.

The choice of solutions depends very much
on ethnic make-up. Consociational or power-
sharing instruments may be unavoidable in
bipolar and tripolar ethnic structures, but may
not have the same urgency in unipolar or mul-
tipolar settings. And there are many forms of
power sharing. Thus bipolar states such as
Rwanda, Burundi and Cyprus are likely to opt
for some form of power sharing, although there
may have to be specific provisions to allow the
minority group to provide the prime minister
or president at some stage. In Rwanda and
Burundi, where there are mixed settlements,
this may best be combined with an alternative
vote system to encourage the formation of plu-
ral political parties. In Northern Ireland, the
Good Friday Agreement was based on power
sharing using the single transferable vote sys-
tem. Under this scheme, the more moderate
Ulster Unionist Party increased its share of par-
liamentary seats by 4.6 per cent through sec-
ond-order preference votes; and the strongly
anti-war Northern Ireland Women’s Coalition
won two seats despite its poor showing in the
first-order preferences. The major pitfall of
Bosnia’s power sharing government, which is
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based on the party list system, is that it offers
no incentives for parties to attract votes out-
side of their ethnic enclaves. In tripolar struc-
tures such as Nigeria, which has a very large
number of ethnic groups, there is more room
for manoeuvre. Nigeria has a non-ethnic-based
party system that has power sharing within a
federal structure.

When considering the possibilities, the
designers of institutional systems should be
careful not to freeze existing ethnic cleavages,
but always to allow citizens room to change
their affiliation or express multiple identities.
They should also promote institutions that are
likely to reflect cross-cutting cleavages—such
as trade unions, professional associations, and
other civic organizations. Whatever system is
chosen should aim to build a pluralistic state
that will promote economic development and
deliver social services to all, without prejudice
or discrimination.

The democratic process
People who live in democratic societies tend
after a while to become complacent—to forget
that democracy involves a constant process of
negotiation, and that its institutions need to be
regularly reassessed and reinvigorated. The
older democracies in Europe, from Austria to
Sweden, frequently hear disturbing echoes of
the fascism and racism that they thought had
long been banished. And the United States,
which is in the forefront of media technology,
has yet to address the serious democratic impli-
cations of the fact that it takes a great deal of
money to be elected to the highest office.
Many other societies have more fragile
democracies that could yet slide backward.
Latin America appeared to have banished the
era of military coups, but Ecuador started the
twenty-first century with something that came
very close, and Venezuela seems to have settled
for an old-fashioned centralized presidency.
Elsewhere, many developing and transition

countries have yet to be convinced of the value
of democracy. They seem prepared to experi-
ment with participation and accountability,
but also to set these aside if they do not deliver
economic progress or social peace. Probably
the most difficult circumstances arise when
people feel they do not have enough in com-
mon to be willing to share a common govern-
ment—and threaten to fracture their states
along religious or ethnic fault lines. And all
over the world there is a risk that even the
most mature democracies can ossify into tech-
nocracies that place many functions of the
state beyond the control of ordinary citizens.

All these possibilities underline the need for
governments to maintain their vigilance, to
develop new constitutional devices and instru-
ments that not merely proclaim grand ideals
but also help to meet people’s immediate
needs, and to fulfil their basic human rights.
Democracy is not a static condition; it is a
constantly evolving process—and one that can
always mutate in unpredictable and unsettling
directions.
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Many efforts were made in the 1990s to
reform the public sector. In developing
countries, inappropriate schemes often
served to weaken the capacity for effec-
tive governance. But the tide may now
be turning—with a more realistic appre-
ciation of what states can and should
achieve.

Between 1945 and 1980, the public sector
expanded at an unprecedented pace. Most peo-
ple wanted the state to play a central part in
national development. The OECD countries
wanted government to redistribute wealth,
protect the vulnerable and stimulate economic
demand. The developing countries wanted
states that crystallized national identity and
built modern economies. Meanwhile, the
Soviet Union and the countries of Eastern and
Central Europe had already built states that
controlled virtually every aspect of their citi-
zens’ lives.

During the 1980s and 1990s, however, some
states disintegrated and many were affected by
free-market reforms. In a globalizing world,
public sector reform became a central preoccu-
pation of citizens and governments. The previ-
ous chapter looked at governance from the
vantage point of democracy. This chapter looks
more closely at public sector management—at
the state’s ability to deliver the public services
needed in the twenty-first century.

Pressures for reform

Over the past two decades, states have come
under pressure from many different directions.
But four main issues seem to have predominated.
« Rising deficits—Governments all over the
world had been sinking deeper into the red. In
the 1960s the OECD countries managed to
keep their budgets more or less in balance, but
by the 1970s their annual budget deficits were

rising to 4 per cent, and by the 1980s to 6 per
cent or more. The situation was even worse in
developing countries. In Asia, countries man-
aged to keep their deficits down to 3 per cent,
but by the 1980s many countries in Latin
America and Africa were facing deficits above
10 per cent. This caused increasing alarm.
Many people accused the deficits of stifling
economic development, and they demanded
cuts in government expenditure.

« Financial globalization—More governments
now finance their activities not by borrowing
directly from a specific bank or institution, but
by issuing bonds. This can trigger an interna-
tional chain of events. Thus the city authority
in Jakarta might finance public works by issu-
ing a bond, which is then funded in
Amsterdam, serviced in London and ulti-
mately held by a pension fund in New York.
This extended intermediation may smooth the
process of fund raising, but it also weakens the
links between borrowers and lenders. Lenders
who have less direct contact with borrowers
will require more general forms of reassurance,
which they can only get if they feel that the
borrowing institutions are operating in a sound
and transparent fashion. The growth of inter-
national finance thus tends to foster a stan-
dardized, and fairly small, public sector that is
well integrated into the global economy.

e Economic ideology—In the 1980s, many
economists became increasingly critical of the
public sector, which they accused of sustaining
inefficient and unaccountable monopolies—
whether in industry or in service delivery. This
was the stance of the Bretton Woods institu-
tions; and since they held the purse strings,
they were in a powerful position to impose
these ideas on debtor countries. The interna-
tional financial institutions advocated privati-
zation, decentralization and market delivery of
public services. They also argued that govern-
ments should reorganize their civil services and
demanded that they control their expenditure
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and reform their tax systems in order to
achieve balanced budgets.

- Democratization—In today’s more demo-
cratic atmosphere, citizens have been demand-
ing more and better public services. Yet at the
same time, the revenue base of many states is
shrinking. This leads to a search for more effi-
cient ways of using public funds. It also gener-
ates struggles between potential winners and
losers. The disruptive demands of more open
societies have created a more fluid and uncer-
tain environment for public policy.

Fiscal stability

The most pervasive and far-reaching reforms in
both industrialized and developing countries
are those that aim for fiscal stability. Govern-
ments have made some changes on the revenue
side. But most have concentrated their budget-
balancing energies on cutting public expendi-
ture, which is typically expressed as a propor-
tion of GDP. During the 1960s, in most
countries this proportion was maintained at
around 20 per cent. But by the 1980s the fig-
ures had risen rapidly. Most developing regions
were averaging around 25 per cent, while the
industrialized countries were averaging consid-
erably more.

PUBLIC EXPENDITURE TARGETS
There were also differences in the pattern of
expenditure. By and large, the developing
countries were devoting their funds to capital
expenditure (30 per cent), public sector wages
(25 per cent) and government administration
(20 per cent), and spending relatively little on
education (11 per cent) or health (5 per cent).
The industrialized countries, on the other
hand, were devoting more of their expenditure
to social security transfers and social services
(45 per cent)—with a particular emphasis on
health.

So when it came to cutting expenditure,
industrialized countries attempted to reduce

expenditure on welfare. They tried various
approaches, sometimes reducing benefits, and
sometimes making an effort to limit the num-
ber of potential claimants—through reforming
their labour markets, for example, so as to max-
imize employment, if at lower wages. Even so,
the industrialized countries did not succeed in
cutting expenditure by much. Indeed, in the
1980s they seemed to be spending more—pub-
lic expenditure rose from 45 to 47 per cent of
GDP. Governments faced stiff resistance to
cuts in the public services on which their citi-
zens had come to rely. While they did not man-
age to cut the totals, however, they did change
the distribution—devoting more to welfare
payments, while trying to restrain expenditure
on health.

Developing countries were more successful
at cutting expenditure, as indicated in table
4.1. They also reduced fiscal deficits. Latin
America did so first—achieving stability by the
early 1990s. Other regions brought deficits
under control during the mid-1990s, chiefly by
reducing expenditures. One reason why they
had more “success” is that they did not face
such powerful popular resistance—those who

Table 4.1 — Public expenditure as
a percentage of GDP

1980 1990 1997

Sub-Saharan

Africa? 2585 26.3 22.3
North Africa 39.0 29.4 30.4
Latin America n.a. 24.5 23.6
South and
East Asia 29.4 373  26.2°

Notes: @ Excludes South Africa; b pata are for 1996
Sources: World Bank, 1998f; ECLAC, 1997; ADB, 1998
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suffered most had few options for expressing
their dissatisfaction. Governments also had
their resolve stiffened by the IMF and the
World Bank. When giving structural adjust-
ment loans, the Bretton Woods institutions
applied a fairly consistent set of conditions.
Table 4.2 summarizes these and indicates the
priority given by the World Bank to expendi-
ture reforms.

One of the main instruments of these
reforms in developing countries has been the
public expenditure review. This is generally
prepared for loan recipients by World Bank
staff or foreign consultants. More than 200
reviews were carried out between 1987 and
1998. Another important technique has been
“cash budgeting”—which means that finance
and line ministries are permitted to spend only
what they have in the bank: they are not
allowed overdrafts. In Zambia, for example, a
monitoring committee meets daily to ensure
that this discipline is being followed.

Such techniques have certainly cut deficits:
in Zambia during the first year of cash budget-
ing, a deficit of 69 billion kwacha was turned

Table 4.2 — World Bank

loan conditions, 1980-94

Condition Number of countries
where imposed
Expenditure reforms 126

Social-sector
restructuring 60

Privatization and
marketization 43

Streamlined budgetary

processes and accounts 42
Civil service reform 42
Poverty alleviation 10

Participation 1
Others 26

Source: World Bank, 1997b

into a surplus of 24 billion kwacha. But here, as
elsewhere, such techniques may be unsustain-
able. At times they have caused wild fluctua-
tions in expenditure, provoking political crises.
In 1993-94, for example, the Zambian govern-
ment had to violate these principles—inter-
vening to lend money to traders in order to
stave off a food crisis.

Budgetary discipline can also distort pat-
terns of expenditure and make it difficult to
achieve consistent planning. In Zambia, the
expenditure overruns of the office of the presi-
dency in 1994 were roughly the same as the 12
per cent shortfalls experienced by the Ministry
of Health. Similarly, in Uganda, expenditure
overruns by the president’s office were almost
equal to the combined shortfalls of the
Ministries of Agriculture (51 per cent) and
Education (29 per cent).

EXPENDITURE CUTS IN

THE SOCIAL SECTOR

One of the main targets for cuts has been the
social sector. For a group of 21 countries in
Africa, social expenditure between 1980 and
1990 fell from 4.6 to 2.7 per cent of GDP. The
World Bank also cut some of its social spend-
ing. A comparison of 1972-82 and 1982-88
shows that its education expenditure (in 1990
dollars) fell from $0.5 per person to $0.3.
Following widespread criticism, the Bank sub-
sequently rethought its policies. Now it
requires borrowing countries not only to
reduce expenditures, but also to restructure
them, with more emphasis on basic education
and primary health care. This appears to have
had some effect. The IMF has concluded that
32 low-income countries receiving structural
adjustment loans have been devoting more
resources to health and education: between
1985 and 1996, they increased their real per
capita expenditure on these services by an
average of 2.8 per cent per year—though even
this is a small increase when set against overall
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needs. Given the new policy focus by the
World Bank and the IMF on basic education
and health provisioning, these gains may also
have been achieved by shifting funds from ter-
tiary education.

THE SOCIAL EFFECTS OF PRIVATIZATION
One of the priorities for governments carrying
out structural adjustment has been to privatize
public enterprises—partly as a way of raising
funds and partly to reduce subsidies paid to
loss-making enterprises. Between 1990 and
1996, developing and transition countries
divested $155 billon of their assets to the pri-
vate sector (figure 4.1). Governments in Latin
America led the way—accounting for more
than half of these sales, which they used largely
to finance their deficits. Sales in Africa were
much slower. The transition countries were
more active but did not raise much revenue,
since governments effectively gave away many
enterprises via voucher schemes or sold them
at low prices to a privileged elite.

There is a sound case for privatizing many
manufacturing enterprises, which will gener-
ally perform better in the private sector. But
the case is less strong for public sector utilities.
These are frequently monopolies that, after pri-
vatization, may be tempted to raise prices, with
disastrous consequences for the poor. In princi-
ple, this danger can be minimized through a
strong regulatory system. But even industrial-
ized countries have had problems regulating
private utilities, and developing countries find
it even more difficult. In Argentina, for exam-
ple, the regulators have proved less powerful
than the utility companies and have effectively
been colonized by the interests they were
designed to control.

Another damaging social outcome of privati-
zation is unemployment. Public enterprises in
developing countries usually account for a high
proportion of formal sector employment—22
per cent in Africa. Prior to sale, governments

frequently lay off workers as a way of making
the company more attractive to buyers, and
afterward the privatized companies continue
the process as a way of cutting costs. To stave
off potential backlashes, many Latin American
governments have required guarantees of con-
tinued employment—most of which seem to
have been honoured. The more militant work-
ers have also been able to protect employment
to some extent. But this has not been easy.
Despite the fact that trade unions in Ghana
strongly opposed workforce reduction, employ-
ment in the country’s 42 largest state enter-
prises was cut by almost two thirds between
1984 and 1991.

Welfare implications of a shrinking public
sector are even greater in the transition
economies, since enterprises there provided
not just employment, but also extensive wel-
fare services—from health care to pensions.
The disappearance of public enterprises has
not only cost jobs, but also removed much of
the social infrastructure in these countries.

Figure 4.1 - Privatization revenues
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Street theatre at a demon

Privatization has also altered the social
landscape because the process has frequently
been distorted in favour of powerful groups. In
transition countries, privatization has often
benefited managers and workers in the most
viable enterprises. After privatization in
Russia, one sample of 314 firms suggested that
almost two thirds of the shares were in the
hands of “insiders”. In developing countries,
privatization can benefit individuals from more
powerful ethnic groups. In Malaysia, for exam-
ple, there were concerns that Chinese business
groups would take most advantage of sales, so
the government allocated a 30 per cent quota
to the indigenous Malays. More recently, white
South Africans have been taking advantage of
privatizations to buy up assets in Mozambique
and Zambia—acquisitions that may eventually
cause a racial backlash.

Managerial efficiency
In addition to privatizing many public sector
activities, governments have also attempted to

improve managerial performance. In doing so,
they have frequently been guided by the
“public choice” theories in vogue in the inter-
national community. These approaches ana-
lyse political and bureaucratic processes by
applying principles of economics. Public
choice theorists argue, for example, that civil
servants have few incentives to improve per-
formance or reduce costs, and that the only
way to get them to perform better is through
reforms that introduce techniques and disci-
plines from the private sector.

Most reforms aim to break up bureaucratic
activities into more manageable parts, which
may be insulated from political control in the
hope of achieving optimal services. They are
part of the technocratic revolution discussed in
chapter 3, and have a number of common ele-
ments.
= Agencies—Central ministries continue to set
policy, but divest responsibility for carrying out
these decisions to autonomous agencies. Agen-
cies generally operate in a corporate fashion,
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with a chief executive and a board of directors.
« Contracts—Agencies deal with ministries
and each other on a contractual rather than an
administrative basis. The new management
systems also include performance contracts
between governments and service providers,
requiring that the latter achieve specific targets.
« Quasi-markets—This involves creating a
buying-and-selling relationship in what had
previously been one department. Thus, within
a health service, doctors and local health bod-
ies can be allocated a budget to buy services for
their patients from hospitals.

= Contracting out—This is regarded as the
most advanced stage of reform. Governments
may, for example, hire companies or NGOs to
manage hospitals or water systems, or even
prisons.

These ideas took hold in the industrialized
countries in the 1980s with the advent of
neoliberal governments in the United States
and the United Kingdom, and they seem
to have been pursued with greatest vigour in

New Zealand. They have been slower to arrive
in developing countries, but are likely to
become much more prevalent now that they
are being advocated by the World Bank and
have become the standard prescription of
international management consultants.

In the early years, these ideas of decentral-
ized management were confined to one or two
sectors. One of the first targets has typically
been the tax-collection office. Many countries
have now separated this office from the
national civil service. The staff have different
rules of employment and are paid according to
performance (box 4.1).

But donors are requiring far broader reforms.
Tanzania began following this path in the
1990s: it has reduced the number of ministerial
departments by around one quarter and now
has 47 agencies. Uganda has been going
through a similar process: it has removed
around half the functions of many ministries
and created more than 100 new agencies. By
the end of the exercise, 54,000 Ugandan civil
servants will have lost their jobs.

Box 4.1 — Tax reforms in Peru

riddled with corruption.

By 1990, a bout of hyperinflation and serious macroeconomic mismanagement had
reduced Peru’s tax revenues to 4.9 per cent of GNP. The tax office, with 3,000 staff, was

Under strong external pressure, the new government introduced a radical reform and
created a new tax authority, SUNAT, independent of the Ministry of Economy and Finance
and accountable only to the presidency. Two thirds of the previous staff were dismissed
and replaced by recent graduates on short-term contracts, who were evaluated every six
months. SUNAT also introduced a new, simplified tax system and a strictly level playing
field for the treatment of taxpayers. This produced swift results; and by 1993, the tax
ratio had risen to 13 per cent of GDP. SUNAT became an elite corps of the civil service.

Since then, however, some of the old problems have returned. As the macroeconomic
situation improved, some of the pressure was reduced; and SUNAT started to acquire tra-
ditional features of public administration—with evidence of favouritism to certain taxpayers.
The government repeatedly changed the head of SUNAT, which weakened managerial
cohesion. In 1997, plans for a wider reform of public administration were abandoned.
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In Latin America, the reforms have been
more piecemeal. Brazil has tried to create a
range of agencies, but the results have been
meagre. By 1999, there was still only one exec-
utive agency—the National Institute of
Measurements and Technical Norms. Reforms
have met stiff opposition from well-organized
public sector unions, not only in Brazil but in
many other Latin American countries as well.

THE RESULTS OF REFORM
Do these reforms work? Most evaluations have
taken place in industrialized countries. In New
Zealand, for example, the reforms are consid-
ered a success—having reduced costs and
improved public sector performance and effi-
ciency. In the United Kingdom, the conclu-
sions are more mixed. Though some agencies
have performed well, others have been severely
criticized: thus the child support agency, which
gathers payments from separated fathers, has
been roundly criticized, and more recently the
passport agency has been through a major crisis.
The “internal market” in the National Health
Service has now largely been abandoned.
These experiences may be contrasted with
those of the Netherlands. Here, too, the gov-
ernment embarked on a process of “agencifica-
tion” but changed tack when it became con-
cerned about the lack of democratic control
over agencies. Public sector reforms subse-
quently went ahead, but they were based less
on market principles and more on proper
supervision of agencies, democratic account-
ability and social pacts with trade unions.
Reforms in labour markets combine flexibility
with generous welfare protection for workers if
things go wrong. As a result, the Netherlands
has gained many of the benefits of a more effi-
cient public sector, including good rates of eco-
nomic growth and low inflation, without
heightening social divisions. It currently has
the second lowest unemployment rate in the
industrialized world.

Experience in developing countries has
been more limited. Efficient agencies and
decentralized management can only succeed if
there is close monitoring based on sound bud-
geting and regular flows of accurate informa-
tion. In most developing countries these capac-
ities are weak, and governments frequently fail
to establish clear objectives. Managers may
then be able to manipulate information on per-
formance indicators. In these circumstances,
decentralizing the systems may foster arbitrari-
ness or corruption. Gross abuses have been
detected in Ghana; and in Zimbabwe, the per-
formance management system had to be dis-
continued because ministers feared that civil
servants would use it to create personal empires
and ethnic enclaves. Nigeria’s reforms in the
late 1980s gave far greater powers to heads of
ministries but did not create adequate systems
to monitor their performance.

PUBLIC ACCOUNTABILITY

Accountability is a central problem with the
use of agencies. In theory, this is provided by
market discipline: bad providers will be pun-
ished by users, who will spend their funds else-
where. In practice, these new “markets” fre-
quently fail—allowing powerful interest groups
and managers to take advantage of their posi-
tions and offer low-quality services.

In the industrialized countries, this has led
to calls for additional forms of accountability.
The UK government, for example, created a
Citizens’ Charter, which seeks to ensure that
service users have full information on the per-
formance of service providers and have ade-
quate means of redress. This is now being
adopted in other countries. The system of
ombudsmen that started in Scandinavia also
offers ways of receiving public complaints and
forwarding them to governments. Another
approach is the service delivery survey, which
is being carried out in a number of developing
countries by the NGO CIET-International.
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The most advanced application of this tech-
nique is in Indian cities, where citizens’ views
are sought on a wide range of services, from the
telephones to the police.

Capacity building

Reforms in most developing countries soon run
into capacity problems. Even when govern-
ments and bureaucracies are committed to
reforms, they often lack the skills or experience
to carry them through.

If anything, these skills are disappearing.
The next generation of senior officials should
now be passing through the universities and
institutes of public administration. But in the
poorest countries, most systems of tertiary edu-
cation are in crisis. Buildings are decaying,
equipment is non-existent and teachers are
joining the private sector, taking on extra jobs
or migrating abroad.

It is ironic that the World Bank, which is a
champion of decentralized public sector man-
agement, has done much to undermine the

very institutions needed to make it work.
Structural adjustment has eroded education
systems generally, but it has been particularly
hard on tertiary education. This has been evi-
dent in Africa, where World Bank lending for
universities fell steeply. In the period 1969-79,
it was $0.38 per capita; by 1980-87, it was
down to $0.10.

Not surprisingly, many governments have
had to rely heavily on expatriate staff. This is
partly because of the unpopularity of structural
adjustment programmes, but it is also because
there have not been sufficient numbers of
skilled local people. In the 1980s, Africa had
around 100,000 resident foreign advisers—who
cost roughly 35 per cent of foreign assistance to
the region.

Since the 1990s, the World Bank, UNDP
and other donors have been trying to address
the problem—putting greater emphasis on
capacity building and local “ownership” of pro-
jects. There has also been much talk of rebuild-
ing African universities and research institutes.
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But not much has happened. Many of the
resources are being channelled through the
new African Capacity Building Foundation,
based in Harare. By 1998 this foundation,
which has close institutional ties to the World
Bank, had supported 36 projects in 29 institu-
tions in 20 countries. But the funds are meagre
in relation to the need, and even these do not
seem to have been used very effectively.

One of the most important issues that
capacity building programmes will have to
tackle is the level of salaries. It is significant
that the developmental states in Southeast
Asia were able to call on a skilled cadre of pub-
lic servants. They also paid them well. In
Singapore, for example, many civil servants
earn more than their counterparts in the pri-
vate sector. Public servants in low-income, cri-
sis-ridden states, on the other hand, have seen
their real wages fall steeply. As a result, they are
not only more open to corruption, but also
have to spend more time on second or third
jobs just to earn a living wage. Yet the problem
is not just low pay. Systems of remuneration
can be quite opaque—and there is often no
clear relationship between pay and responsibil-
ity or performance.

Some governments have started to address
these issues. Uganda, for example, has been
trying to clarify its payment system by includ-
ing the real market value of additional benefits,
such as housing, transport or health benefits.
One of the most radical options would be per-
formance-related pay. Malaysia is one of the
few governments to have tried this.

In the past, systems of remuneration also
suffered from compression—a narrowing of dif-
ferentials between top and bottom. Imme-
diately after independence, many African
countries moved toward more egalitarian pay
structures. Recently, however, this trend has
been reversed: in Ghana, for example, between
1984 and 1991 the ratio between the salary
scales of the top civil servants and those in the

lowest grade increased from 2:1 to 10:1.

Steps toward wage decompression have
often been linked with retrenchments.
Governments that wish to escape from the
low-wage, low-morale, corruption trap would
prefer to employ fewer people but pay them
better. Uganda, Bolivia and to some extent
Ghana have attempted this, but with some dif-
ficulty. In addition to resistance from civil ser-
vants, there can be high severance costs. And
frequently, those who retire subsequently reap-
pear as consultants.

Low pay is also associated with the more
general problem of financing recurrent costs.
On the whole, donors prefer to invest in new
physical or social infrastructure, such as schools
or hospitals, leaving recipients with the burden
of maintaining them and paying salaries. For
projects in the poorest countries, it has been
estimated that annual recurrent costs can be up
to 70 per cent of the initial investment. Seeing
the possibility that their projects will collapse,
some donors have had to create and finance
parallel structures within bureaucracies, just to
keep their projects alive. Zambia’s Educational
Materials Project, for example, was largely run
by an enclave of foreign experts.

In its Public Investment Programme, the
World Bank has tried to address these issues by
urging ministries to develop budgets that
reflect operating and maintenance costs. But
this is not an easy task.

The future of public sector reform
Developing countries do need to reform
aspects of their public sectors. Many have done
so, reducing the size of their workforces and
cutting budget deficits. The range of reforms is
outlined in box 4.2.

But if reformers want to make greater
progress in future, they will need to look more
closely at local circumstances and apply more
appropriate remedies. Many of the principles of
reform assume that there is some standardized
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Box 4.2 — Public sector goals and reforms

1. Fiscal stability
e Expenditure reduction
e Privatization
® Tax reform

2. Public accountability
e Citizens’ charters
e Ombudsmen

Service delivery surveys

Plural parliaments

Press freedom

Independent judiciary
Mass-based political parties

e Civic action

Public sector reforms around the world have four main goals. International agencies
attach primary importance to fiscal reform and managerial efficiency, but have paid less

attention to capacity building or accountability.

3. Capacity building

4. Managerial efficiency

e Human resource development

@ Policy analysis and monitoring

e Management of recurrent costs

e Management of public investment
e Pay reform

e Decentralized management
Executive agencies

Quasi-markets
Corporate boards of directors
Performance contracts

Contracting out

or ideal form of government—and that even if
this has not yet been achieved, there is some
global process of convergence as all countries
move from Old Public Administration (OPA)
to New Public Management (NPM).

Many of the poorest countries have yet to
achieve the OPA stage. They lack a profes-
sional civil service and rely more on patronage
and informal systems. In these circumstances,
trying to transform the existing arrangement
into an NPM system may create little more
than an empty managerial shell.

These reforms also assume that there is a
right size for the state: small. It is argued, for
example, that state expenditure will always
crowd out private investment. Certainly, over-
expenditure and excessive borrowing can under-
mine price stability. But where there has been
little industrial development, state expenditure
can also build the infrastructure that will
attract private investors.

Another argument is that state growth will

require higher taxes, which will undermine
incentives and discourage people from keeping
their funds in the country. However, most of
the poorer countries have very low rates of
both corporate and income tax. All govern-
ments should try to keep their budgets bal-
anced; but when the poorer countries are in
trouble, it is more likely to be because of their
weak position in global markets—as they are
blown off course by collapsing commaodity prices.

Reforms of the public sector cannot simply
be managerial or technocratic exercises. They
need to be firmly grounded in what citizens see
as the mission of their state. The state’s mission
will inevitably vary according to local circum-
stances and the stage of development. At its
heart, the mission is not managerial; it is social.
People want to move toward societies that are
more prosperous, equitable and harmonious.
Having ambitious managerial targets may be a
part of this—but only a small part. Indeed,
focusing too rigidly on market reforms is likely
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to perpetuate the incidence of failed states,
civil wars and developmental stagnation.

The basis for any reform must be broad
political consensus. While public sector
reforms may appear technical, they are always
highly political and conflictual. Few govern-
ments in crisis-ridden developing countries
had a popular mandate for the policies that the
IMF and the World Bank required them to
carry out. Most of these countries are also grap-
pling with complex problems of democratiza-
tion—trying to lay the ground rules for the way
their societies are governed.

Even industrialized countries that have
entrenched democracies and single-party
governments have struggled with these
changes. Many of the developing and transi-
tion economies have not only fragile democra-
cies, but also fragile governments. In most
cases, the leading parties in government do not
have parliamentary majorities. Given the frac-
tured nature of political systems, and the
ambiguous or contentious mandates of govern-
ments, it is hardly surprising that there isonly a
weak commitment to reform.

The reform of public services can only succeed
when it is an integral part of overall democratic
reforms—each reinforcing the other. This means
having parliamentary parties that pursue broad
social interests, supplemented with a free press
and an independent judiciary. The aim should
be to deepen and defend the civil rights of citi-
zens, who will then be in a much better posi-
tion to demand the highest standards from
their politicians and from all public servants.
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The huge and growing social impact of
transnational corporations requires that
they take corresponding responsibility.
While they would prefer to comply
through voluntary initiatives, the public
interest can only be fully served through
stronger regulation and monitoring.

Until recently, transnational corporations
(TNCs) seemed to be little concerned with
social development. Governments, NGOs and
international development agencies took the
prime responsibility for social issues, while
TNCs operated mainly in the economic arena.
Corporations always had a social impact of
course, at best generating employment, income
and community services, at worst disregarding
labour standards and the communities in
which they operated. But they were rarely
called on to have explicit social policies.

Much of that has changed. Today, TNCs
find themselves embroiled in many of the most
vexed social issues, from global warming to
child labour to genetically modified foods.
Indeed, almost every international develop-
ment issue is assumed now to have a corporate
dimension.

To some extent, this is a consequence of cor-
porate success. TNCs straddle the globe as
never before. Some 60,000 corporations now
account for one third of world exports. Their
annual turnovers dwarf the gross domestic
products of many countries. In 1998 the top
five corporations had annual revenues that
were more than double the total GDP of the
100 poorest countries (table 5.1). In recent
years the number of TNC affiliates has more
than doubled, from around 200,000 in 1994 to
over half a million in 1998. Over the same
period, the sales of foreign affiliates increased
from $6.6 trillion to $11.4 trillion. But the
global reach of TNCs is extending not only

through direct control of affiliates, but increas-
ingly through joint ventures, strategic alliances,
sub-contracting and outsourcing. By the time
of the Social Summit, it was clear that global-
ization and economic liberalization had granted
corporations far greater freedom—uwithout any
commensurate increase in responsibility.
Another reason why companies have found
themselves in the spotlight is the rise of envi-
ronmental awareness and related NGOs. In the
1960s, environmentalism was a fringe pressure-
group phenomenon, but by the end of the
1990s these ideas had pervaded the economic
and political mainstream—making consumers
more sensitive to problems such as deforesta-
tion, pesticides and pollution. They were also
making people more aware of the ways in
which their patterns of consumption were
degrading and exhausting the planet.
Consumers are scattered and largely anony-
mous, but producers are easier to identify; and
the largest corporations offer an obvious outlet
for frustration. Their profile has been further
raised by incessant flows of information. Floods
of data, analysis and comment wash around
most international companies and organiza-
tions. These information flows have peaked
around a series of shocking incidents—includ-
ing Union Carbide’s gas leak at Bhopal; the
Exxon Valdez oil spill in Alaska; and Shell’s
links with human rights abuses in Nigeria.
Today, corporations find it much more diffi-
cult to argue that their sole purpose is the pur-
suit of profit on behalf of shareholders,
restrained only by the law of the land. They
have to respond more broadly to many other
stakeholders—employees, customers, suppliers,
host communities, the general public—and to
future generations. As “corporate citizens”,
they are being asked to assume responsibility
for their actions.
Some corporations argue that this is nothing
new. In the United States, during the early
decades of the 1900s, companies such as Ford
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and Carnegie took measures to improve their
workers’ living conditions and contribute to
the communities in which they operated. In
the United Kingdom, companies such as Lever
Brothers and Cadbury built model housing
estates for their workers. The largest corpora-
tions also established huge and respected phi-
lanthropic organizations—the Ford Founda-
tion, for example, or the Wellcome Trust.

But most companies, most of the time, con-
centrated on their primary purpose of making

profits. They regarded the social context as
incidental—the arena of governments, which
were expected to provide the regulations to
constrain corporate excess. In the industrial-
ized countries, governments were well placed
to do this. They had the resources, skills and
sufficient autonomy to develop and enforce
standards. But governments in developing
countries were in a much weaker position: many
were barely able to provide minimum services,
let alone control powerful corporations.

Table 5.1 — Corporate power

Rank Company
1 General Motors (US)
10 Toyota (Japan)
20 Nissho Iwai (Japan)
30 AT&T (US)
40 Mobil (US)
50 Sears Roebuck (US)
60 NEC (Japan)
70 Suez Lyonnaise des Eaux (France)
80 HypoVereinsbank (Germany)
90 Tomen (Japan)
100 Motorola (US)
150 Walt Disney (US)
200 Japan Postal Service (Japan)
250 Albertson’s (US)
300 Taisei (Japan)
350 Goodyear Tire & Rubber (US)
400 Fuji Photo Film (Japan)
450 CSX (US)
500 Northrop Grumman (US)

Top Five Corporations (revenue)
100 Poorest Countries (GDP)

DaimlerChrysler, Ford Motors, Wal-Mart Stores and Mitsui.

Corporate revenues and gross domestic product, selected companies and countries?

Notes: @ A more accurate comparison of countries and companies would be based on value added as opposed to corporate revenue
data, but not many companies include value added information in their annual reports. b Based on 1997 data. ¢ General Motors,

Source: Utting, 2000 based on Fortune, 1999 and World Bank, 1999b

Revenue Country?
$ billions (Approximate
1998 GDP equivalent)
161.3 Denmark/Thailand
99.7 Portugal/Malaysia
67.7 New Zealand
58,5 Czech Republic
47.6 Algeria
41.3 Bangladesh
37.2 United Arab Emirates
34.8 Romania
31.8 Morocco
30.9 Kuwait
29.4 Kuwait
22.9 Belarus
18.8 Tunisia
16.0 Sri Lanka
13.8 Lebanon
12.6 Oman
11.2 El Salvador
9.9 Bulgaria
8.9 Zimbabwe
708.9¢
337.8
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During the 1970s, pressure built up from
governments, trade unions, academics and
some NGOs. Techniques were developed to
take on the multinationals. In 1974, for exam-
ple, a powerful campaign against the harmful
marketing of baby formula in developing coun-
tries was launched. But it was the environmen-
tal groups, such as Greenpeace, appealing to
everyone’s self-interest, who were to become
the heavy hitters—confronting corporations
with charges of deforestation, pollution and
global warming, and mounting campaigns of
“direct action”.

From confrontation to partnership

These pressures came to a head in 1992 in Rio
de Janeiro at the Earth Summit—an event that
focused public and corporate minds as never
before. The Summit’s programme of action,
Agenda 21, called on the world’s governments,
business leaders, international organizations
and NGOs to work together to minimize the
trade-off between economic growth and envi-
ronmental protection. The Earth Summit also
signified a change of philosophy and tactics—a
shift from confrontation to co-operation. The
UN in particular took a more conciliatory
tone, closing its Centre on Transnational
Corporations, which had been trying to design
an international code of conduct. The UN
turned instead to encouraging partnerships
with business, and agencies like UNCTAD
promoted developing countries’ access to for-
eign direct investment.

TNCs also experimented with a different
line: rather than waiting to be reined in by gov-
ernment regulations, they vowed to become
more proactive—engaging in corporate self-
regulation and working with their critics. In
1991 the International Chamber of Commerce
presented a Business Charter for Sustainable
Development, and in 1992 the founder of the
Business Council for Sustainable Development
published Changing Course, which called on

corporations to rethink their strategies. In the
years that followed, a number of companies
also came together in “green” business networks,
some of which subsequently merged: one of the
largest is the World Business Council for
Sustainable Development, formed in 1995.

At the same time, TNCs have been forming
various kinds of partnerships with NGOs. In
1996 Unilever, which is the world’s largest
buyer of frozen fish, entered into a partnership
with WWF-International to promote sustain-
able fishing. Similarly, in 1998 British
Petroleum allied itself with the Environmental
Defense Fund, and General Motors started to
work with the World Resources Institute. By
the end of 1998, 17 Fortune 500 companies
were working through the Pew Center on
Global Climate Change, set up that same year
to promote awareness of climate change and
reductions in emissions of greenhouse gases.

Many corporations have also expanded their
links with UN agencies. In 1999, some 15
TNC:s participated in the preliminary phase of
a UNDP project to establish a Global
Sustainable Development Facility. In the same
year, the International Chamber of Commerce
endorsed a call by the UN Secretary-General
for a compact through which corporations
would voluntarily comply with UN standards
on environmental protection, labour condi-
tions and human rights.

CODES AND VERIFICATION
These exercises in greater corporate responsi-
bility take different forms, but they have a
number of common features. Many are based
on codes of conduct—sets of ethical principles
and standards that guide a firm’s social perfor-
mance. Thus in 1997 the World Federation of
the Sporting Goods Industry and the
International Council of Toy Industries
adopted codes relating to working conditions,
and in particular the use of child labour.

At the same time, corporations are being
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asked to adhere to more universal standards.
The best-established are the ILO conventions,
which cover a wide range of labour issues. But a
number of other organizations have been work-
ing to create universal standards in new areas.
Prominent among these is the International
Organization for Standardization, whose mem-
bers are national standards bodies. This organi-
zation produces a series of standards prefixed by
ISO. The ISO 14000 series deals with environ-
mental issues (box 5.1). The Forest Steward-
ship Council issues more specific standards on
forestry.

National and regional bodies have also pro-
duced standards. In the United States, the
Council on Economic Priorities Accreditation
Agency, an interest group based in New York,
has produced Social Accountability 8000,
which is based on UN and ILO standards on
human rights and labour conditions. The
European Union also has an Eco-Management
and Audit Scheme, whose standards are more
rigorous than those of the ISO. Various indus-
trialized and developing countries have eco-
labelling schemes, such as the Blue Angel
scheme in Germany and the Thai Green
Labelling Scheme.

All these codes and standards need to be
backed up with systems of verification. While a
company’s own inspectors should, in theory, be
capable of doing this, they may not have much
credibility outside their own offices. Some com-
panies have therefore been hiring firms of inde-
pendent auditors. This has offered a profitable
new line of business for many international
accounting and consulting firms, like Ernst &
Young, KPMG and PricewaterhouseCoopers.

Such audits may achieve even greater credi-
bility if they are backed up by independent
NGOs. The toy company Mattel, in addition
to setting up an independent monitoring com-
mittee for its factories, also invites local
activists to interview workers.

This kind of auditing can result in official

documentation that can be extremely benefi-
cial for a company’s reputation and competi-
tiveness. Those adhering to 1SO standards, for
example, can apply for certification, which is
becoming increasingly important for trading
internationally. And a number of auditing sys-
tems offer labels that can be attached to quali-
fying goods. One of the earliest of these, which
originated in Germany, is the Rugmark, which
certifies that carpets have not been produced
by children. Garment makers have also
become regular users of labels. And following
the discovery of Pakistani children stitching
soccer balls, many of the balls sold in the
United States now carry a label: “No child or
slave labor used on this ball”.

These forms of voluntary regulation can
bring many benefits, but they can also have
damaging side effects, particularly in the devel-
oping world. Companies in richer countries
may exploit certification as a disguised form of
protection. Western companies get little sym-
pathy if they claim that foreign competition is
draining away their profits. But they are more
likely to be heard if they argue that the com-
peting goods are inherently flawed—of doubt-
ful quality or produced under dubious condi-
tions. Certification will also tend to favour the
larger enterprises, which can afford it, over the
smaller ones for which the processes and
requirements may appear too complex. And
eliminating one problem can sometimes result
in something worse. Thus banning child labour
sounds inherently virtuous; but unless child
workers have a genuine alternative to that
work, they may simply be displaced into even
more dangerous circumstances.

Corporate motivation

Why have companies started to take ethical
considerations on board? The most optimistic
view is simply that they have seen the light and
chosen to behave more responsibly. Some indi-
viduals in corporate hierarchies certainly take
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these issues seriously. And in some cases the
corporation as a whole may adopt a more moral
stance. Well-known examples are The Body
Shop and Ben & Jerry’s Ice Cream, which
openly profess their ethical standards.

A more utilitarian explanation is that cor-
porations have learned that ethical forms of
operation also enhance efficiency, profitability
and a company’s competitive edge—a “win-
win” strategy. Treating workers well is indeed
likely to make them better and more efficient.
And striving to produce goods in a more eco-
efficient fashion could lead to savings and
new opportunities, and thus add to produc-
tivity. Those professing ethical standards may
also make this a selling point that allows them
to capitalize on growing ethical or green mar-

Box 5.1 — Questioning corporate lingo

kets. Some corporations thus claim to be pursu-
ing a “triple bottom line”—profitability com-
bined with environmental and social goals,
the three legs of a tripod, each of which adds
stability.

Unfortunately, the win-win arguments are
often inflated. Many companies are uncon-
vinced. Globalization is creating such a harsh
competitive environment that they feel under
more pressure to lower costs. Some go out of
their way to seek locations where labour and
environmental regulations are weak; others
simply find reforming management systems
too costly.

There is, indeed, an ethical goods market. In
Europe the retail sale of fair-trade goods was
worth a quarter of a billion dollars by 1995. But

Corporate responsibility is generating as many new terms as it is questions about its effec-
tiveness.

e Certification—An evaluation system designed to provide proof of a company’s environ-
mental or social performance. But who sets the standards and who does the certifying?

e Code of conduct—A set of ethical principles and standards designed to guide a com-
pany’s performance. But does the code progress far beyond a piece of paper? Is it even
shown to the company’s workers, let alone enacted?

e Corporate social responsibility—The requirement that a company behave ethically
toward the whole society—not just to shareholders, but to all stakeholders who have a
legitimate interest in the company’s activities. But does the assertion of responsibility have
any impact in the real world? Does it merely involve statements of intent, or does it imply
real changes in behaviour?

e Eco-efficiency—A process of adding even more value while steadily decreasing resource
use, waste and efficiency. But does this involve technical fixes to clean up after the fact,
while encouraging even greater production and consumption?

e |SO—The International Organization for Standardization is made up of national stan-
dards-setting bodies that may be governmental, private or hybrid organizations. ISO stan-
dards can be used by third parties as a basis for issuing certificates. But who is setting these
standards, and are they being over-influenced by business and Northern interests?

e |SO 14000—A series of standards that establish rules for environmental management.
But do companies complying with these standards do more than put in place an environ-
mental management system? Do they actually reduce the impact of their activities on the
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this remains a niche market. Research in
Canada indicates that while 30 per cent of
shoppers say they are willing to pay extra to
ensure justice for producers, only 5 per cent
actually do so.

A more realistic analysis would suggest that
at the heart of most corporate ethical moves is
“reputation management”—defending profits
and market share by massaging a company’s
image. Consumers may not be willing to pay
more for ethically traded goods, but they are at
least starting to demand an ethical component
to the goods they normally purchase; and
unless corporations satisfy this demand, or at
least appear to, they will risk losses of sales or
even consumer boycotts. In 1997, Nike was
accused of paying low wages and maintaining

dangerous working conditions in its Asian fac-
tories, and was faced with a consumer boycott.
While denying the charges, the company moved
swiftly to protect its public image, joining
with other companies to draw up a code of con-
duct and severing relations with a number of
contractors.

But all companies with a high public profile
are vulnerable. Although a Japanese lumber
company cutting down forests in Myanmar, in
league with the dictatorial regime, may not be
too worried about its public image, companies
with consumer brands to protect are more
exposed. Companies such as Levi Strauss, Macy’s,
Eddie Bauer and PepsiCo withdrew from
Myanmar after being criticized for doing business
there. And Texaco and Amoco did so as well.

environment? And should companies that produce environmentally dangerous products be
able to obtain ISO certification?

e Stakeholder—Any group or individual who can affect, or is affected by, the achievement
of an organization’s objectives. The stakeholders of corporations include not only employ-
ees and stockholders, but also neighbours, public interest groups, customers, suppliers and
the general public. While corporations may claim to be accountable to everyone, do some
stakeholders hold a much more powerful stake than others?

e Triple bottom line—The notion that companies should have not just one bottom line,
which registers a profit or loss, but two others: one related to environmental protection;
the other to meeting social needs. But are these three goals in any way equal, or are com-
panies really just conducting business as usual by concentrating on financial aspects while
paying lip-service to the others?

e \oluntary initiatives—A wide range of measures that are seen as an alternative to the
command and control regulations set by governments. They go beyond following the letter
of the law to include concerns for environmental and social protection. These initiatives can
originate in industry, governments or NGOs, or a combination of two or more. But do these
initiatives really imply serious changes to company behaviour? Are they a substitute for
tighter legislation?

e Win-win strategy—A corporate strategy that enables a company simultaneously to
improve its environmental and social record while reducing costs, and increasing competi-
tiveness and profitability. But is such a strategy really available? Does greater social respon-
sibility not inevitably cost money?
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Those who do worry about timber extrac-
tion methods are more likely to be retailers.
Thus campaigns against logging for years had
little impact on companies or governments.
But when European activists targeted retailers
of furniture and timber products, they had
much more success. Now chains like B&Q in
the United Kingdom make a point of display-
ing their environmental credentials.

Piecemeal progress

Perhaps it does not matter why corporations
are behaving more ethically, providing that
they are actually doing so. At present,
however, it is very difficult to judge how far
their behaviour has changed. The evidence
tends to be anecdotal, piecemeal and often
contradictory.

The vast amount of writing and publicity
surrounding corporate social responsibility and
best practices would suggest that big business
has turned over a new leaf. But many compa-
nies continue to behave perversely. Through
mergers and acquisitions, downsizing, out-
sourcing, and the “feminization” or “flexibiliza-
tion” of employment, many corporations are
laying off workers, weakening unions and shift-
ing to sites and systems with lower social and
environmental standards.

Only a small proportion of companies have
introduced codes of conduct. And these tend
to be narrow in scope. Typically they highlight
issues to which consumers are particularly sen-
sitive, such as environmental protection and
child labour, but avoid other issues, such as
freedom of association or the right to strike.
One study of the codes of Canadian corpora-
tions operating abroad, for example, found that
the majority made no reference to the most
basic human rights.

Even when they produce promising codes,
industry associations or corporations may
not take the matter much further. In 1996,
UNCTAD reviewed the guidelines set by 26

industry associations for their member firms
and found that most did not ask the signatories
to commit themselves to any of the recom-
mended principles or activities, and only a
handful required any kind of compliance.
Many companies that are aware of such codes
seemed reluctant to share the detailed informa-
tion with their employees or consumers.

This reluctance also extends to adherence
to other internationally agreed standards, such
as the 1SO 14000 system on environmental
management. By the end of 1998, only 7,887
certificates had been issued worldwide. By way
of comparison, the 1SO 9000 series, which is
concerned with quality management systems,
generates around 50,000 certificates in one
year alone. The limited commitment to envi-
ronmental standards is also evident in those
concerned with forestry. By early 1999, only 15
million hectares of forests had been certified by
bodies accredited by the Forest Stewardship
Council—Iless than 1 per cent of the world’s
forests outside protected areas.

INFLATED CLAIMS

For many corporations, one of the main pur-
poses of a more ethical stance is to create a
friendlier public profile. But inevitably, in an
era dominated by advertising and public rela-
tions, rhetoric tends to spin well beyond real-
ity. Many companies publish reports that
declare their ethical credentials. But few offer
much hard information. A 1994 study by
UNEP of 100 “pioneering” companies found
that only 5 per cent of their reports contained
meaningful performance data.

Even when companies are being monitored
and certificates are being issued, it may not be
clear what is being measured. Some forms of
environmental certification relate more to
policies and management procedures than to
their effects. They may certify that the com-
pany has an environmental policy but say
nothing about its actual impact—the extent to
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which a company has reduced its emissions,
say, or its use of energy.

In some cases, companies have gone out of
their way to make more specific claims that
look weaker on closer inspection. After the
Bhopal disaster in 1984, the international pes-
ticide industry, for example, made efforts to
establish ethical credentials through its
Responsible Care programme and Safe Use
projects in several developing countries. The
International Union of Food and Agricultural
Workers investigated the impact of one such
project in Guatemala. It found that although
one third of a million people had indeed been
trained in pesticide use, the training itself was
limited and did not extend to agricultural
workers, who are the main users. The compa-
nies targeted primarily the farm owners who
bought their products, and paid little or no
attention to alternatives to pesticides, such as
integrated pest management—which could
suggest that the project was also a marketing
exercise.

Company claims that they are taking great
strides to improve working conditions and
wages also need to be examined closely. Nike
and Reebok claimed that in 1998-99 they had
raised the wages of their sports-shoe workers in
Indonesia by 40 per cent. According to the
NGO Clean Clothes Campaign, however, the
companies had failed to note that an inflation
rate of 70 per cent offset any gain.

The problem of inflated claims also affects
other aspects of corporate responsibility. A
seemingly positive development of recent years
involves the rapid growth of ethical investing.
Social investment funds now manage over
$1 trillion, roughly one half of which is in socially
screened portfolios. But a recent analysis by
Credit Suisse and the journal Tomorrow shows
that the most popular stocks targeted by ethical
or green mutual funds are not the pioneers of
sustainable business but the big technology
companies like Cisco Systems, Intel and

Microsoft, stocks favoured by the traditional
investing world.

Perhaps the most inflated claim of all is that
companies are contributing to sustainable
development. Initiatives that are couched in
the language of sustainable development usu-
ally only involve measures for environmental
protection. Even the World Business Council
for Sustainable Development has, until very
recently, tended to concentrate its energies on
promoting eco-efficiency. Of particular con-
cern are the all-too-common cases of compa-
nies that have double standards—cultivating
their public image through, say, an environ-
mental initiative while disregarding human
rights (box 5.2).

A strategy to promote sustainable develop-
ment presumably implies a multi-faceted
agenda that embraces progress in a number of
different directions, including the following.
= Environmental protection—in the interests
of all the earth’s inhabitants and of future gen-
erations.

- Employee empowerment—uwith full labour
rights and participation.

- Economic performance—sustained prof-
itability, employment and fair wages.

« Ethics—with codes of conduct, trans-
parency and stakeholder accountability.

« Equity—fair trade, and fair treatment of
stakeholders.

« Education—dissemination of information
and participation in campaigns.

Companies that espouse sustainable develop-
ment seldom address these issues comprehen-
sively. Indeed, the most basic criticism of these
corporate measures is that the changes are taking
place at the margins, leaving the fundamental
problems undisturbed.

Few corporate environmental initiatives
involve a major change of policy. Energy com-
panies could, for example, be paying much
more attention to solar power. BP Amoco did
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Box 5.2 — Jekyll, Inc. and Hyde Ltd.

Corporate behaviour is often confusing. Companies may behave responsibly in some
parts of their business, while lapsing in others.

e Aracruz Celulose—This Brazilian producer of bleached eucalyptus wood pulp supplies
20 per cent of the world market. The company is frequently praised for its efforts to pro-
mote sustainable development through its tree-planting, harvesting and pulp-produc-
tion methods. But it has also been accused of displacing people and food production, and
destroying local fauna.

e Asea Brown Boveri—The Swiss-Swedish engineering company sponsors the Global
Sustainable Development Facility and is a world leader in developing eco-efficient tech-
nologies. It has been criticized by environmentalists and human rights campaigners for its
involvement in controversial hydro-electric projects, including the Three Gorges project
in China and the Bakun Dam in Malaysia.

e Chiquita Brands—The US banana corporation has attempted to improve its environ-
mental reputation by complying with standards that allow it to use the Eco-OK label.
Trade unions claim that the company not only continues to pursue environmentally dam-
aging practices, but also restricts such basic human rights as freedom of association of
workers.

e Dow Chemical—According to UNDP, Dow abides by “the highest standards of human
rights, environmental and labour standards and norms”. According to the Transnational
Resources and Action Centre, an NGO, Dow is probably the world’s largest source of the
toxic chemical dioxin and has regularly exported pesticides unregistered in the US for use
in developing countries.

e General Motors—The US company is the world’s largest TNC. General Motors is
involved in a number of environmental initiatives, and in 1998 entered into a partnership
with the World Resources Institute to define a long-term vision for protecting the earth’s
climate. At the same time, it supports the Global Climate Coalition and the Business
Roundtable, organizations that oppose the Kyoto Protocol designed to reduce green-
house gases.

e Mitsubishi Group—The Japanese conglomerate has a number of environmental pro-
jects and cultivates an image of responsibility. However, it has also been identified as a
leading destroyer of tropical forests and was, until recently, under fire for plans to build
a huge salt plant in an environmentally sensitive area of Mexico. The Mexican govern-
ment cancelled this project in early 2000.

e Novartis—The Swiss life-science corporation is frequently praised for its social aware-
ness and philanthropy. But its active promotion of genetically modified crops seems to
contradict the precautionary principle established at the Earth Summit.
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indeed expand its interests in solar energy in
1999, with the purchase of Solartex for $45
million. But this fades into insignificance when
compared with the rest of the company’s activ-
ities and acquisitions. Greenpeace has esti-
mated that for every $10,000 BP Amoco spent
on oil exploration and development in 1998, it
spent only $16 on solar energy. And when
companies like Shell initiate multi-stakeholder
dialogues to discuss their latest proposals for oil
extraction, the issue is generally how the pro-
ject should be implemented rather than
whether it should go ahead at all.

Many critics argue, therefore, that there is
little of significance happening—that the TNCs
are using publicity to paint over an unsavoury
reality—not with whitewash but with greenwash.

Alternatives to confrontation

The most powerful influences on corporate
behaviour are external—government regula-
tions, consumer pressure and civil society
activism. But the corporations argue that the

best way ahead is less confrontational. Rather
than having stronger regulations to contend
with, they prefer to engage in corporate self-
regulation or voluntary initiatives. And instead
of waiting for NGOs and others to criticize
them, they want to enter into partnerships.

VOLUNTARY INITIATIVES

Corporations are not the only ones who would
prefer light regulation. The general ideological
and political drift in the 1980s and 1990s has
been to reduce state intervention and leave
corporations free to create as much wealth as
they can. Developing country governments are
generally competing to attract foreign direct
investment—and regulations on TNCs might
impede those efforts.

The United Nations has also been moving
in this direction. Not only did it close its
Centre on Transnational Corporations, it also
abandoned efforts to draft various codes of con-
duct. In fact, of some 30 codes proposed in pre-
vious decades, only a few were ever adopted.
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These included codes relating to the marketing
of breastmilk substitutes, pesticide use and
medical drug promotion.

The UN also seems to be moving toward the
view that the World Trade Organization
should not be overly concerned with social and
environmental issues. When the Secretary-
General met representatives of big business
gathered at the World Economic Forum in
Davos in 1999, he implied that the UN would
support the idea of a trade and investment
regime largely free of social and environmental
clauses. In return, he called on the business
community to take voluntary initiatives to
uphold human rights, and labour and environ-
mental standards (box 5.3).

Such initiatives would be welcome. But
their effectiveness should not be overesti-
mated. Codes of conduct tend to be stronger
on rhetoric than delivery. Even when they are
put into practice, they can degenerate into
closed systems, opaque to external inspection
or participation. And there will always be the
temptation to greenwash.

Codes also tend to have less impact in
developing countries. In industrialized coun-
tries, they can be reinforced by sophisticated
and well-organized consumer surveillance, as
well as by independent verification, but the
chances of effective consumer and civil society
pressure in the poorest countries are slim. More
plausible at present is that consumer activists

Box 5.3 — The UN-business Global Compact

Kofi Annan
World Economic Forum, Davos
31 January 1999

“There is enormous pressure from various interest groups to load the trade regime and
investment agreements with restrictions aimed at reaching adequate standards in human
rights, labour and environment. These are legitimate concerns. But restrictions on trade
and impediments to investment flows are not the best means to use when tackling them.
Instead, we should find a way to achieve our proclaimed standards by other means. And
this is precisely what the compact | am proposing to you is meant to do. Essentially there
are two ways we can do this. One is through the international policy arena. You can
encourage States to give us, the multilateral institutions of which they are all members,
the resources and the authority we need to do our job....The second way you can pro-
mote these values is by tackling them directly, by taking action in your own corporate
sphere....You can uphold human rights and decent labour and environmental standards
directly, by your own conduct of your business....But what, you may be asking yourselves,
am | offering in exchange? The United Nations agencies...all stand ready to assist you, if
you need help, in incorporating these agreed values and principles into your mission
statements and corporate practices. And we are ready to facilitate a dialogue between
you and other social groups, to help find viable solutions to the genuine concerns that
they have raised....More important, perhaps, is what we can do in the political arena, to help

make the case for and maintain an environment which favours trade and open markets.”
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in the rich countries will have an effect on cor-
porate behaviour in poorer ones by pressuring
TNC headquarters to impose stricter standards
on their affiliates and suppliers in developing
countries. To minimize the risk of consumer
boycotts or tarnished reputations, some TNC
headquarters are now adopting a more hands-
on approach throughout the supply chain.
What this can mean, however, is that the poor
countries are following an agenda set by
Northern consumer groups or NGOs, who are
well intentioned but often fail to work in tan-
dem with Southern NGOs. It may also mean
that smaller companies in developing coun-
tries, which lack the managerial and financial
resources needed to comply with stricter stan-
dards, are being replaced by larger companies
in the networks controlled by TNCs and the
big Northern retailers.

PARTNERSHIPS

In an age of liberalization, governments have
ceded many of their functions to the private
sector and civil society. Similarly, in the field of
corporate responsibility there have been efforts
to move away from regulation and confronta-
tion and instead to build new partnerships
between governments, the private sector and
civil society.

This has a pragmatic appeal, and not just to
the corporations. Even the most determined
activist can eventually grow weary of issuing
condemnations from outside corporate
fortresses. Better, perhaps, to engage directly and
have some influence over day-to-day activities.

Partnerships create new opportunities, but
also new risks. One of the most familiar is that
of co-optation, as activists find they have been
absorbed into the corporate machine. Many
NGOs have now become consultants, selling
technical advice and other services. As one
activist put it: “Having had to work so closely
with chief executive officers of corporations, |
am beginning to sound like one. At some point

a new generation of NGOs is going to have to
come along to check on people like me”.

International organizations face similar
problems when they try to work with corpora-
tions. They may, for example, find themselves
involved with an unsuitable partner. Some UN
agencies seem to have lax criteria and guide-
lines for selecting partners, and can quickly
find themselves the target of NGO criticism for
having teamed up with companies associated
with environmental and human rights abuses.
UNDP has been criticized for its choice of part-
ners for the Global Sustainable Development
Facility. UNHCR has also come under fire for
some of its relationships within the recently
established Business Humanitarian Forum
(box 5.4).

In addition to the risks that may arise from
new alliances, there is also the danger that cor-
porations will gain excessive influence over
existing regulatory bodies—achieving “institu-
tional capture”. This is a familiar problem for
many governments, which often find that most
of the experts in a particular field, even the
academics, have corporate links of one kind or
another. At the international level, there is
concern that some standard-setting bodies are
unduly influenced by big business—for exam-
ple, the International Organization for
Standardization, the WTO and the Codex
Alimentarius Commission (a joint FAO/WHO
body on food safety and quality standards).

Some of these new partnerships will also be
at the expense of old ones. There have always
been splits in NGOs and pressure groups
between the radicals and the reformers. Now
they have another opportunity to diverge.
Some will choose to work with corporations;
others will reject any kind of link.

Another danger of NGO-business partner-
ships is that of marginalizing trade unions. Not
so long ago, trade unions were the main force
motivating improvements in working condi-
tions. But trade unions in the industrialized
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countries have suffered a steep drop in mem-
bership and influence, and in the developing
countries TNCs often manage to shut them out
completely. Developing closer relations
between NGOs and business may appear con-
structive and conciliatory; but if this also serves
to marginalize trade unions, it will be
removing one of the main engines of social
progress.

From hard to soft

With the arrival of newer and “softer”
approaches, the corporate responsibility scene
nowadays is more complex and ambiguous. But
it would be a mistake to replace the hard with
the soft. The world needs both. Most corpora-
tions will ultimately only respond to tight reg-
ulation and enforcement, and close monitoring
by NGOs, trade unions and consumer groups.

Yet there is a danger that corporate self-regula-
tion, as well as various partnership arrange-
ments, are weakening the role of national gov-
ernments, trade unions and stronger forms of
civil society activism.

There is also a danger that the debate about
how and by whom corporations should be regu-
lated is diverting attention from another key
mechanism through which corporations have
historically contributed to social development:
taxation. Corporate social responsibility should
not just be about standard-setting and compli-
ance. It should also be about companies pay-
ing—rather than avoiding—taxes to welfare-
minded states. As indicated in chapter 2, much of
the rapidly escalating wealth of corporations is
not being tapped by the state for social purposes.

In some cases effective controls on corporate
activities can be achieved through various

Box 5.4 — The watchdog on the Web

partnerships.

Network.

The online magazine Corporate Watch has aired NGO concerns about some UN-business

“...We write today to express our disappointment at seeing the name of UNHCR associ-
ated with that of Unocal Corporation...and with Nestlé as members of the Business
Humanitarian Forum....The arrangement with the BHF allows Unocal, a company that is
currently involved with one of the worst human rights situations in the world, to enjoy
the benefits of associating itself with the UN without actually taking steps to protect
human rights. The arrangement affords Nestlé, a company still targeted by consumer
boycotts in 18 countries because of its violations of WHQO’s International Code of
Marketing of Breastmilk Substitutes, the benefits of associating with WHO’s sister agen-
cies....Unocal is a partner, with French-based Total and the Myanmar Oil and Gas
Enterprise, in the construction of the Yadana gas pipeline in Burma. EarthRights and
other organizations have documented horrendous human rights abuses associated with
the construction and maintenance of the pipeline.”

Excerpt of a letter signed by Instituto del Tercer Mundo, Institute for Policy Studies, Third
World Network, Earth Rights International, Transnational Resource and Action Center,
Brazilian Institute of Economic and Social Analysis, and International Baby Food Action

VisiBLE HANDS



CHAPTER 5

forms of co-regulation. Governments and busi-
nesses, for example, can work together through
negotiated agreements to design and imple-
ment programmes that both sides consider use-
ful—but that retain an element of state sanc-
tion. Another possibility is civil regulation,
through which businesses comply not only
with legislation but also with standards set and
monitored by civil society.

Effective and relevant standards not only
need to be devised, they also require updating
and improvement. Thus environmental regula-
tions will need to move beyond “end-of-pipe”
monitoring, which tries to cope with pollution,
to measures that avoid generating pollutants in
the first place. And future regulations will also
need a stronger information component—
requiring companies to publish data in a stan-
dard form so that performance can be accu-
rately monitored.

Independent verification will be an increas-
ingly important issue (box 5.5). The existence
of new groups to check on corporate activity
widens the scope of verification, but may also

cause some confusion. The fact that the NGO
or accounting firm involved may be formally
independent may not be a guarantee of capac-
ity for rigorous critical appraisal. In addition,
the lack of hard data and clearly defined indi-
cators to measure corporate performance may
compromise the monitoring process.

The proliferation of codes of conduct and
reporting systems has created a rather chaotic
environment that calls for much greater har-
monization. Corporate environmental and
social standards need to be measured against
internationally defined benchmarks—such as
those in Agenda 21, and in ILO and human
rights conventions.

When codes are well defined, whether bind-
ing or not, they can also be an important tool
for global citizens’ action. The 1981 Breastmilk
Substitutes Code, for example, targeting com-
panies like Nestlé, helped to raise and main-
tain public awareness, and build public pressure
on companies to change the marketing prac-
tices that threatened people’s health and lives
in developing countries.

Box 5.5 — What makes a good voluntary initiative

The NGO Taskforce on Business and Industry (ToBI) highlights the essential components
of a productive voluntary initiative. It should:

e Be substantive—It must solve problems not avoid them. And its ideas and language
should be unambiguous and undiluted.

e Offer incentives—It must have ways of encouraging companies to adopt and accept
the measures.

e Be fully incorporated—Social and environmental values need to be completely inte-
grated into all policies and operations.

e Be independently verified—To gain credibility among all stakeholders, performance
needs to be monitored independently.

e |nvite participation—All stakeholders should be drawn in, especially those directly
affected by a company’s operations.

e Be transparent—Companies need to provide adequate and timely information.

e Offer full accountability—If necessary, it should be backed up by effective regulations.
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This is an area in which the United Nations
could play a more constructive role. Interna-
tional governance in this field has been rela-
tively weak since the 1980s, but is showing
some signs of revival. The Commission on
Sustainable Development, for example, is cur-
rently supporting a review of voluntary initia-
tives aimed at defining a coherent set of guide-
lines. In August 1999, the Sub-Commission on
the Promotion and Protection of Human
Rights—an independent panel of experts
linked to the UN Commission on Human
Rights—agreed to a three-year inquiry into the
activities of transnational corporations, and to
consider the establishment of a code of con-
duct based on human rights standards. UNDP’s
1999 Human Development Report calls for a multi-
lateral code of conduct, arguing that TNCs are
“too important for their conduct to be left to
voluntary and self-generated standards”.

Outside the UN system, in January 2000 the
OECD published a revised set of draft guide-
lines on TNCs that proposes some new stan-
dards on corporate governance, workplace
conditions and environmental safeguards.
Although not legally binding, these guidelines,
once approved, would be expected to apply to
the activities of TNCs based in the OECD and
in Brazil, Argentina and Chile. Some NGOs
and private foundations are also taking a lead
with initiatives such as SA 8000, mentioned
earlier, and with international standards for
ethical trading (the Ethical Trading Initiative)
and sustainability reporting (the Global Report-
ing Initiative).

If international organizations, whether UN
agencies, the 1SO or the World Bank, are to play
a greater part, they can only do so legitimately
if they operate in a transparent fashion, open-
ing their doors or decision-making processes to
participation from civil society, and particularly
to representatives from developing countries.

This also requires that the organizations of
civil society be prepared to behave in a more

cohesive and co-operative fashion. For exam-
ple, tensions have arisen between environmen-
talists and trade unions. Many trade unions
need to pay more attention to the environ-
mental agenda. And some environmental
NGOs pay little attention to labour standards.
If these NGOs focused more on social issues,
they might get more support from trade unions
for, say, forest certification schemes. Further-
more, where democratic trade union structures
exist, NGOs should attempt to co-operate
with, rather than substitute for, unions on
issues relating to workers rights.

Left to their own devices, TNCs are likely to
fulfil their responsibilities in a minimalist and
fragmented fashion. Their strategies may be
conducive to economic growth and the stabil-
ity of their operating environment, but not
necessarily to sustainable human development.
They still need strong and effective regulation
and a coherent response from civil society.
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Human rights activists. Rome, Italy
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People are banding together to influence
state policy and have a stronger voice in
the international arena. They are build-
ing new partnerships and employing new
tactics for dealing with globalization and
its risks. The results of their actions
have been mixed.

The Social Summit, like many other interna-
tional gatherings before and since, placed a lot
of trust in civil society. This is a rather amor-
phous category covering myriad groups that
belong neither to government nor to the
profit-making private sector. A civil society
organization (CSO) could therefore be any-
thing from a community-based organization
(CBO), like a village savings group, to an
international trade union federation (box 6.1).
Confusingly, civil society also includes non-
governmental organizations (NGOs)—which
sound as though they could be identical, but
are actually a subset of CSOs. NGOs are
understood to be the larger and more profes-
sionalized CSOs that aim to deliver benefits
not to their own members but to the wider
community.

As social and political conditions mutate
over time, so do the components of civil soci-
ety and the ways in which they link up and
interact. Many would argue that today there is
even an international civil society, reflecting
the special concerns, habits and cultural norms
of the people who come together at interna-
tional gatherings or who take international
collective action.

The industrialized countries have a long tra-
dition of CSOs. The United States, for exam-
ple, has an estimated two million. In Eastern
Europe and the former Soviet Union, the situ-
ation has been very different. Their all-encom-
passing states left little room for such organiza-
tions. But with the transition to democracy,

CSOs have proliferated: by 1995 there were
thought to be around 100,000. Developing
countries also have huge numbers of CSOs.
Brazil, for example, has some 100,000 church-
based CSOs; and India is thought to have over
one million grassroots groups. But reliable
numbers are hard to obtain: by various esti-
mates, the Philippines has either 21,000 CSOs
or 60,000. Then there is the category of inter-
national CSOs—defined in statistical terms as
those that operate in three or more countries.
Between 1990 and 1995 these are thought to
have increased from 10,000 to 20,000.

Not all the organizations of civil society are
truly civil. Some groups have decidedly anti-
social aims. This chapter discusses those CSOs
that are seeking to influence the path of social
development positively through service deliv-
ery; through various forms of partnership; and
through advocacy at the international level.
These are three areas where CSOs have
achieved a high profile in the 1990s.

Civil society and service delivery

Some CSOs, like trade unions, have a long his-
tory in the field of social policy. What is differ-
ent today—particularly in developing coun-
tries—is the extent to which governments and
aid agencies expect NGOs to provide social
services, either independently or in collabora-
tion with the state. The organizations most
likely to be involved are non-governmental
development organizations—NGDOs. While
NGDOs tend to operate differently from gov-
ernments, they form a very heterogeneous
group—and have evolved in different ways
depending on the local context.

« Latin America—Many NGDOs emerged as
a reaction to military regimes and were often
linked to trade unions, peasant organizations,
popular movements and the Catholic Church,
which afforded them protection in an era of
commitment to liberation theology. They were
among the first to receive bilateral aid from
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Box 6.1 — A glossary of civil society terms

e Civil society organizations (CSOs)—These are groupings of individuals and associa-
tions, formal and informal, that belong neither to government nor to the profit-making
private sector.

e Non-governmental organizations—NGOs are often and mistakenly equated with civil
society. In fact, they are only the most visible tip of the civil-society iceberg. They work in
a broad spectrum of fields, from humanitarian aid, to human rights promotion, to envi-
ronmental protection. NGOs may or may not be membership organizations.

e Non-governmental development organizations—NGOs that specialize in channelling
development funds are often called non-governmental development organizations
(NGDOs). Some work at the international level channelling aid from North to South—
such as Oxfam, Save the Children, World Vision, CARE, Caritas and Novib. Most Southern
countries have their own NGDOs. These too can be extremely large and influential: some
of the better-known include the Bangladesh Rural Advancement Committee (BRAC) and
the Orangi Pilot Project in Pakistan. Unlike many Northern organizations, Southern
NGDOs engage directly with other local-level civil society entities in carrying out devel-
opment projects or in mobilizing the local population.

e Community-based organizations—CBOs are the invisible mass of the CSO iceberg
under the NGO tip. CBOs are typically membership organizations whose constituency—
both activists and beneficiaries—resides within a recognizable geographic entity, such as
a neighbourhood, a village or a district. CBOs may or may not be formally constituted or
legally recognized. They include neighbourhood associations, tenants’ associations,
women’s clubs, parent-teacher associations, burial societies, micro-credit circles and com-
munity kitchens. CBOs rely mainly on the voluntary contributions of labour and material
resources of their members—though they may also receive funds from NGOs.

e Advocacy NGOs—These do not usually have individual members. More often they are
professionally staffed, or they second staff from like-minded entities wishing to expand
their voice through a collective effort, as in a federation of labour unions or neighbour-
hood associations. Their constituents may be spread over neighbourhoods, urban or rural
districts, regions or even across international boundaries. They provide services to their
members, such as research and training, information gathering and dissemination, and
advocacy. The most common forms of advocacy NGOs are chambers of commerce and
federations of CBOs. At the international level, they include the International Council for
Social Welfare, Amnesty International, and the World Business Council for Sustainable
Development.

e |nterest group associations—These include associations of professionals, such as
lawyers or doctors or architects. They also include producer and consumer co-operatives,
and associations for business executives or retired persons. The CSOs in this category that
have the most comprehensive mandate are the trade unions, whose primary function is
to protect the interests of their members at the workplace. The most important distinc-
tion between trade unions and NGOs is that trade unions consist of dues-paying mem-
bers who can hold the organization to account, while NGOs are usually answerable, for-
mally, only to themselves.
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those donors who opposed military govern-
ments. NGDOs thrived even more during the
democratic era, as donors looked for ways of
consolidating democracy and channelling aid
through non-state agencies. Some also bene-
fited from structural adjustment, since donors
were keen to include them in the operation of
social funds—intended to mitigate the social
costs of structural adjustment programmes.

« Sub-Saharan Africa—Here NGDOs arose
in a very different context. They emerged in
the 1960s and 1970s when governments,
engaged in nation building, promoted self-help
schemes such as the Kenyan Harambee. These
were essentially community-based organiza-
tions that were heavily influenced by both gov-
ernment and the ruling party. NGDOs grew
more rapidly in a few multi-party states like
Senegal than in one-party states like Tanzania.
Even so, not all were indigenous; many were
connected with Northern NGOs, and particu-
larly with the churches. The number of
NGDOs increased markedly in the 1980s in
response to economic crisis and the weakening
of the state. They have continued to proliferate
in recent years as a result of aid flows to Africa,
political liberalization and retrenchments of
civil servants who must look for alternative
employment.

« Middle East—The Middle East has a his-
tory of peasant organizations, co-operative
movements and trade unions, often with links
to the state or ruling party; but NGDOs were
traditionally few in number. During the past
two decades this situation has changed dramat-
ically, with the rise of Islamist movements and
urban-based NGDOs. Some Islamist move-
ments have contributed directly to social wel-
fare by providing services such as health care,
education and financial aid. They have also
contributed indirectly: other religious or secu-
lar organizations, including state institutions,
feel obliged to compete for support by imple-
menting social programmes in favour of the

poor. In addition to many religious welfare
associations, other types of NGOs have prolif-
erated since the 1980s—in response to public
sector restructuring, foreign funding and a
broad political consensus on the important role
they can play. They include NGDOs managed
by middle-class professionals and those with
strong links to the state, such as the Egyptian
Community Development Associations or the
Iranian Foundation of Dispossessed.
« Asia—Here the situation is more diverse.
On one hand, countries like India have a
strong tradition of philanthropy and voluntary
action. On the other, communist states like
China and Viet Nam have little perception of
civil society, let alone NGDOs. Different again
are countries like Thailand and the Philip-
pines, which are closer to the Latin American
model—many NGDOs emerged in response to
civilian or military dictatorships, so their lead-
ers tend to be very politically aware. With
democratization, many have shifted their focus
from human rights to social and environmental
concerns. The end of international isolation
saw a sharp increase in NGDO activity in
Cambodia in the 1990s. Bangladesh proved to
be a special case. The circumstances of the
country’s birth in 1971 nurtured NGDO leaders
determined to operate on a large scale to meet
the needs of their new nation. Bangladesh now
has the largest indigenous NGDOs in the South.
= Transition countries—Here NGDOs remain
something of an unknown quantity. Organi-
zations that sound similar in function to NGDOs
—such as national women’s organizations—were
in the past actually agencies of the state. Some
countries, such as Hungary, have seen new
organizations emerge, in certain cases recalling
previous expressions of civic organization. But in
most countries they are very underdeveloped.
NGDOs are highly restricted in Kazakhstan,
Kyrgyzstan and Turkmenistan; and in Russia
some are even suspected of being mafia fronts.
While NGDOs have proliferated in many
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countries, their influence on government pol-
icy has been limited. This is partly the result of
their limited capacity. Organizations like
Oxfam and World Vision in the Northern
countries often have extensive research depart-
ments whose experience and skills equal—and
sometimes surpass—those of government
departments. But few NGDOs in developing
countries can afford such investment. Many
Southern NGDOs have gathered valuable
expertise in specific areas—such as environment,
gender, debt, micro-credit and landmines—but
most are not involved in setting the broad
framework and standards for social policy.

Where they do have a more consistent
impact is through service delivery at the local
level. A few decades ago, NGDOs in develop-
ing countries got most of their funds from
NGDOs in Northern countries. Today, how-
ever, they are also likely to receive funds from
their own governments, as well as from bilat-
eral and multilateral aid agencies. Current esti-
mates suggest that NGDOs disburse annually
about $13 billion, of which official develop-
ment assistance accounts for 50 per cent—up
from less than 30 per cent a decade ago.

As discussed in chapter 4, this reflects the
new public management philosophy—shrink-
ing the state and passing more responsibility to
the supposedly more efficient private sector,
including NGDOs. This is now taking place on
a significant scale. Half of the World Bank’s
projects now involve NGDOs at the imple-
mentation stage, and by the mid-1990s,
NGDOs disbursed approximately 15 per cent
of total public development aid.

Nevertheless, the balance between public
and private provision varies greatly according
to local circumstances. In Latin America and
in India, the state is still the major service
provider; NGDOs are junior partners. In many
African countries, NGDOs have become
important providers—sometimes co-ordinat-
ing with the state, sometimes not. Where there

are complex political emergencies—as in
Afghanistan, Somalia and southern Sudan—
water supply and health care are often entirely
in the hands of international NGDOs.

How good are NGDOs as service providers?
A number of recent impact studies permit some
general, and not entirely positive, conclusions.
« Reaching the poorest—Most NGDO pro-
jects do reach the poor, though not necessarily
the poorest. There is still little evidence, how-
ever, that NGDOs are intrinsically better at
reaching the poor than state services.
e Poverty reduction—NGDO projects in
health, education and water supply alleviate
poverty in the communities where they oper-
ate, but generally they do not significantly
reduce it.
« Coverage—The scale of operations is lim-
ited and the coverage patchy. Moreover,
NGDOs are often not very good at co-ordinat-
ing with each other or with the state.
e Quality—There is little evidence that
NGDOs provide better-quality services than
the state. What seems to matter more is which
of the two has more money.
= Technical capacity—NGDOs perform bet-
ter in sectors and sub-sectors where they have
built up expertise—as in delivering local-level
services. They have considerable capacity for
innovation, experimentation and flexible
adaptation of projects to suit local needs and
conditions. They are less successful at more
complex interventions such as integrated rural
development.
« Cost-effectiveness—There is little evidence
that NGDOs are inherently more cost-effec-
tive than the state. Small projects may be more
efficient than larger ones, regardless of who is
running them. One comparative study in India,
for example, found that the costs of NGDO
and state health services were broadly similar.
= Policy direction—One of the major concerns
about relying on NGDOs for service provision
is that they cannot provide a broader frame-
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work for action. Only a government can develop
clear policy and regulation in fields like health
and education.

What is needed is an effective combination
of state and NGDO services. ldeally, govern-
ments should be in a position to establish the
overall policy framework and provide most of
the funding for services, while NGDOs can
bring additional creativity and strong commu-
nity links. In India, for example, the govern-
ment gives grants to NGDOs to provide ser-
vices for indigenous peoples. In Bolivia, the
government has funded NGDOs to implement
its community water supply programmes.

THE CHANGING CHARACTER OF NGDOs
The NGDO sector is significantly different
from what it was 20 years ago. The number of
organizations has mushroomed to take advan-
tage of new funding. These organizations are
often established and staffed by middle-class
managers. Some may bring sorely needed pro-
fessional skills. At the same time, some NGDO
personnel are simply seeking employment or a
stepping-stone to a higher position.

Increased professionalism is apparent in the
way NGDOs are working together internation-
ally, regionally and nationally in coalitions and
networks. This has enhanced their collective
strength to influence policy and mobilize
resources. In Latin America, for example, some
50 leading NGDOs from 20 countries are
members of the Latin American Association of
Promotion Organizations (ALOP). This asso-
ciation facilitates exchange of information,
formulates development strategies, promotes
integrated projects and represents NGDOs in
international fora. In Cambodia, the
Cooperation Committee for Cambodia has
served an important role in information
exchange, co-ordination of NGDO activities
and ensuring that the opinions of NGDOs are
heard in some government and donor decision-
making processes.

Today, a much smaller proportion of organi-
zations would describe themselves primarily as
advocates for the poor or oppressed. Many
NGDOs have had to step aside from campaign-
ing, simply to survive. International donors
who in the past might have supported radical
organizations as a way of covertly eroding the
power of repressive states are now seeking more
prosaic service providers. The resulting empha-
sis on contract-type funding tends to decrease
NGDO appetite for advocacy and campaign-
ing—as well as their capacity for innovation.
The emergence of democratic governments has
also siphoned off some of the more politicized
NGDO personnel. In South Africa, for exam-
ple, most of the leaders from the South African
NGO Coalition (SANCO) moved into gov-
ernment service or the private sector when the
ANC took power.

This should not be cause for too much dis-
may. Grassroots movements obviously need to
adapt to democracy. With many major political
and legal objectives satisfied, they switch to
more material functions. At the same time,
they transform themselves from movements
into organizations—with all the corresponding
financial pressures and the temptation to intro-
duce hierarchies and be less responsive to indi-
viduals and communities. This seems to have
happened to some of the best-known people’s
movements in Latin America, such as Chile’s
Interregional Mapuche Council (CIM) and
Brazil’s Landless Rural Workers Movement
(MST). Both are effective organizations, but
they seem tamer than before.

NGDOs AND THE INTERNATIONAL

AID SYSTEM

Whether for service delivery or other develop-
ment activities, international donors are increas-
ingly turning to NGDOs. They believe the lat-
ter can do things that government organizations
cannot. They also want the NGO ethos to per-
vade official aid programmes. Unfortunately,
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the reverse appears to be happening: NGDOs
are becoming dependent on foreign donors and
are tempted to mirror donor policies, thus los-
ing much of their value and character. This
tends to fragment local civil society into those
groups that will simply accept contracts—and
do as they are told—and the more awkward
ones that want to change things to meet locally
expressed needs and priorities.

Instead of developing a shared long-term
vision of improvements for society as a whole,
donors and NGDOs often end up with a “pro-
jectized” approach to aid. This makes the work
of the latter easier to insert into the framework
of international bureaucracies—and it frequently
implies imposing the same uniform, logically
framed approach for almost every intervention.

If progressive NGDOs are to survive and
make a useful contribution to development,
they will need more encouragement from
donors. Donors should allocate funding less on
the basis of their particular project priorities
and more on the characteristics of the organi-
zations they support. There are three questions
they could ask. First, does the NGDO represent
an authentic response to community needs, or
is it simply adapting to funding fashions?
Second, is the NGDO concerned above all
with meeting the needs of disadvantaged
groups, or is it just working in its own organiza-
tional or pecuniary interest? Third, does it give
a voice to those who would otherwise not be
heard? International funding can help exem-
plary organizations that meet these criteria to
survive, and engage in criticism and advocacy.

Donors can also help by recognizing the
strengths of NGDOs and working to reinforce
them. Donors admire these organizations for
their ability to work creatively and flexibly, yet
may give them little opportunity to exercise
those strengths. An evaluation of two projects
in Nepal and Ghana, which were part of a
larger World Bank-funded water and sanitation
scheme, revealed, for example, that the local

implementing organizations received blueprints
showing how the system was to be constructed.
They were prohibited from adapting the design
to local conditions or exploring with commu-
nity members the construction and mainte-
nance procedures that might have encouraged
them to take fuller ownership of the project.
Creativity requires independence and—just
as important—permission to make mistakes
and adapt. A creative learning process that
would contribute new insights to development
problems and solutions would thus require a net-
work of independent organizations—adequately
and non-conditionally funded—capable of self-
analysis and communication. The experimental
nature of such organizations might limit their
immediate impact, but their cumulative impact
over the longer term could be considerable.

STATE VERSUS NGDO PROVISIONING
Donors and governments should be cautious
when employing NGDOs as alternative
providers of public services. Their limitations
have been mentioned earlier. NGDOs tend to
have an uneven reach, are inconsistent in
quality, and offer sporadic coverage. Just as
state-run services may be susceptible to patron-
age politics, NGDOs too are open to accusa-
tions of favouritism—particularly when mem-
bers work in their own communities.

But probably the most important issue is
accountability. If NGDOs are to fill gaps left by
the state, they must have clearly defined
responsibilities and their work must be over-
seen. They must be held accountable for their
activities in a clear and concrete way. Benefi-
ciaries can play a role in this process—making
demands and requiring transparency. But in
the last analysis NGDOs must be accountable
to the state, which has ultimate responsibility
for the quality of subcontracted services.

Nevertheless, there can be advantages to
employing NGDO:s for service delivery. Indeed,
in some cases, this may be the only way in
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which services can be provided to the poor.
Such involvement also offers NGDOs the
opportunity to steer provision in a more pro-
gressive direction. Even if they are not deter-
mining policy, the way they implement it will
often determine the outcome. The paradox is
that as NGDOs become increasingly institu-
tionalized and oriented toward service delivery
contracts, some are becoming less interested in
taking advantage of this political space to ben-
efit the poor.

Another danger of involving NGDOs in
service provision is that of setting NGDOs
against the public sector. Some donors and
governments are now using NGDOs as a lever
to dislodge public sector employees and to
informalize their work—having it carried out
instead by a “flexible” labour force that com-
mands few benefits and no job security.
Sometimes this is financially more efficient,
sometimes not. In any case, immediate effi-
ciency gains have to be set against possible
long-term erosion of the standards of public
service. As the government withdraws, it may
reduce its capacity to formulate effective strate-
gies or to monitor or evaluate the outcome.

Precarious partnerships
Increasingly, NGDOs and community-based
organizations are providing services in collabo-
ration with government—through “partner-
ships”. Most governments and donor agencies
now stress the role of partnerships as an essen-
tial element of good governance. But the lan-
guage of partnership is often distorted. Key
aspects of genuine partnership—Ilike mutual
respect, equitable sharing of benefits and bal-
anced power relations—are often absent. This
applies as much to the relations of civil society
organizations with government as it does to
relations with donors. It is also evident in rela-
tions between Northern and Southern NGDOs.
In many instances, partnership means giving
NGDOs too much to do with too few resources.

One case, which illustrates the dilemmas and
trade-offs that affect NGDO-government part-
nerships in the health sector, is that of the
Swaziland Schools HIV/AIDS and Population
Programme (SHAPE). This activity was origi-
nally a government programme funded by
CARE International. It was only registered as
an NGDO after the Ministry of Education
declined to run the project. Initiated in
response to the mounting prevalence of
HIV/AIDS, SHAPE performs a large array of
preventive activities, mostly based in sec-
ondary schools. SHAPE has found itself caught
in inter-sectoral rivalries between the Ministries
of Health and Education with which it works.
In practice, this relationship means that both
ministries slough off responsibility for virtually
all HIV/AIDS education and outreach ser-
vices—and their co-ordination—onto the
NGDO’s shoulders. It also means that the gov-
ernment guards its revenues for purposes that it
apparently regards as more important than sex-
ual and reproductive health.

In addition to being overburdened, NGDOs
working in partnerships may find themselves
less able to criticize the government. In some
cases this may be the result of co-optation; but
frequently, closer personal ties prompt a
change of tactics—from public criticism to
quiet diplomacy.

CSO-LOCAL GOVERNMENT PARTNERSHIPS
Partnerships involving local governments,
NGDOs and community-based organizations
proliferated in the 1990s. A number of national
legislatures, including Bolivia, Colombia and
India, have enacted laws to enable community-
based organizations to take their place in offi-
cial organs of local government. And munici-
pal authorities themselves have been legalizing
and promoting greater participation of CSOs
in governance.

Despite the increase in CSO-local govern-
ment partnerships, long-lasting collaboration
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in most developing countries appears to be
rare. Studies of such partnerships in some
major Third World cities have highlighted var-
ious constraints. First, this kind of collabora-
tion faces the same difficulties that affect the
wider society—trying to build new structures
in an often hostile environment, affected by
economic adjustment and political instability.
There is also the risk of political violence,
which can deter individuals who would other-
wise participate in public-spirited activities.
This was evident in Lima in the early 1990s,
when the guerrilla group Sendero Luminoso
attacked a number of community leaders.

The scope and quality of partnerships may
also depend on the party in power. Some
impressive results have emerged in recent years
through a new variety of participatory schemes
put in place by left-leaning municipal and state
governments. In Rio Grande do Sul in Brazil
and Kerala in India, state and city budgets have
been formulated on the basis of extensive
local-level consultations involving residents,
community organizations, politicians and
bureaucrats. These cases demonstrate the value

of backing grassroots activism with strong sup-
port from political parties and trade unions.
More commonly, institutional support for
community-based organizations is likely to
come from NGDOs. They can serve an impor-
tant intermediary role between community
organizations and local or central government,
acting as mediators or conduits for informa-
tion. They can also support community-level
organizations with training, contacts and,
sometimes, funding. But the NGDOs carrying
out such roles are relatively few and over-
stretched, and often have short time horizons.
In Mumbai, for example, with four million peo-
ple living below the poverty line, there are only
three NGDOs that are widely recognized
to provide a comprehensive range of support
activities, including advocacy (box 6.2).
Successful partnerships often depend on the
ability of intermediate NGDOs to enable mul-
tiple grassroots organizations to work together
or to come together themselves in coalitions.
Through collective strength, CSOs can exert
stronger claims on the state and international
donors, and muster the resources needed to

Box 6.2 — The need for intermediate organizations in Mumbai

abroad.

ers, slum lords or even criminal groups.

In Mumbai there is a high demand for NGOs that can support community-based organi-
zations. One well-known NGO, YUVA, has 11 full-time professional staff members with a
small number of volunteer assistants. These people support some 50 grassroots organiza-
tions in communities that have a total population of roughly 250,000. They mentor and
act as a sounding board for CBO issues and plans, provide technical inputs, and offer

financial and administrative training. Roughly 60 per cent of YUVA's budget comes from

In the past, some of these functions might have been served by local trade unions. But
employment in textile mills, formerly the largest employers in Bombay, has been deci-
mated, and the unions are moribund. Most of the CBOs and other grassroots groups

therefore turn for help to religious associations, neighbourhood political bosses, employ-

If CBOs were to be properly served, there should be not three but approximately 23

intermediate organizations—one for each of the city’s wards.

CIVIL SOCIETIES

99



CHAPTER 6

implement projects. In Lima, this has been an
important feature of community action. But
here, as elsewhere, local governments are some-
times ambivalent about working with civil
society groups (box 6.3). They may see them as
competing for resources or political patronage
that would otherwise go to the local authority.

When local authorities see the rapid prolif-
eration of civil society groups, they may also be
concerned about their representativeness,
accountability and ambitions. Many local gov-
ernments take an instrumental view of partici-
pation. Thus they welcome community and
volunteer groups that can provide labour and
material inputs. And if they see that their top-
down project will go ahead only if it has a
facade of democratic decision making, they
will open their doors a little. But local authori-
ties are often fearful of genuine participation—
or may simply not know how to interact with
community groups, or have insufficient funds
to do so. A municipal official in Mumbai, for
example, remarked that it would be impossible

for rank-and-file municipal employees to work
smoothly with CBOs—Ilower-level bureaucrats
had too little training and had worked for too
long by rules learned by rote. And even when
functionaries begin to adapt, there is the prob-
lem of rapid staff turnover. Local authorities
are often less stable partners than their com-
munity counterparts—regularly shaken up by
changes not only in staffing but also in leader-
ship and policy.

COMMUNITY AND GENDER TENSIONS

Conflicts within organizations, and between
men and women, threaten the success of many
partnerships and CSO activities. Both NGDOs
and the community organizations with which
they work must struggle to live up to their
democratic ideals. And like all other human
groups, they are vulnerable to infighting, splits
and realignments. In Mumbai, for example, the
NGO Youth for Unity and Voluntary Action
(YUVA) was working with a grassroots organi-
zation to resolve a long-standing dispute

Box 6.3 — Partnerships in Lima

The vigorous tradition of grassroots organizations in many of Lima’s districts has
spawned innovative collaboration with local authorities. Organizations with many dif-
ferent—and sometimes conflicting—interests have learned to work together.

In northern Lima, for example, women’s CBOs and local NGOs worked with district
governments to improve nutrition, sanitation and public health. In eastern Lima, neigh-
bourhood associations, community kitchens and mothers’ clubs from a set of contiguous
neighbourhoods formed a committee to engage in social and economic planning with
the express purpose of formulating projects that were in the best interest of the larger
community—not just of specific neighbourhoods. In southern Lima, a retail merchants’
association, along with community organizations, NGOs and the municipal government
of Villa El Salvador, developed the infrastructure and supply links necessary to prevent
hoarding, price gouging and other forms of corruption in the marketing of food.

All of these initiatives ultimately broke down or fragmented, so that far less was
achieved than participants had hoped for. Although they illustrate the potential of local
actors, they also show that success and sustainability depend on multiple factors, both
internal and external to community organizations. The role of local government has

been particularly important.
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between two low-income groups of tenants on
public land. YUVA eventually terminated the
relationship after the grassroots organization
diverted more of its energy to political activity
and was also accused of fraud. In order to con-
tinue working on the tenants’ case, a number of
people formed another community organiza-
tion that is now collaborating with YUVA.

In many informal urban settlements, the
primary managers are women. In addition to
their responsibilities as care-givers and income
earners, they also participate in community
work. Yet in many societies and cultures, men
persistently undermine their position and pre-
vent them from acquiring equal status as com-
munity members. In northern Lima, for example,
women drawn from the District Organization
of Self-Managed Community Kitchens man-
aged the municipal slaughterhouse in the
Comas district. Male workers continuously
sabotaged their efforts until the federation lost
its contract. In S&o Paulo, some of the most
successful examples of land invasion and col-
lective housing construction were also the
causes of frequent marital disputes and even
divorces. In two well-known cases—Apuand
Community and Residents Association of Vila
Arco Iris—women with children were the pri-
mary contributors to community organization
and building campaigns that lasted several
years. Some husbands saw this as too great a
sacrifice and left their spouses, only to return
after the deserted spouse had received her
apartment or house.

Such tensions can also split higher-level
organizations. The failure of the Nairobi-based
Central Organization of Trade Unions to
accept the demand by its own women’s wing to
put reproductive issues on the labour agenda
was the last of a decade’s-worth of rebuffs by
the male leadership of the union. The women’s
wing had no choice in 1993 but to form a sepa-
rate union. KEWWO, the Kenya Women
Workers Organization, is the result of their

efforts. While successful in creating a space for
advocacy of women'’s issues within Kenya’s union
movement and in the larger society, KEWWO
remains outside the traditional union struc-
ture. Nevertheless, recognition by—and assis-
tance from—the ILO may eventually change
this situation.

Civil society and international advocacy
Another area in which civil society organiza-
tions have achieved greater prominence in the
1990s is international advocacy. Leaving aside
specific campaigns designed to change certain
activities of international business, the strategy
through which CSOs have exerted most pres-
sure is through engagement with international
organizations, primarily the United Nations
and the international financial institutions.
Today most UN bodies and IFls have formal
consultative mechanisms to canvass CSO
opinions.

CSOs AanD THE UN
CSOs do not generally participate in formal
decision making at UN meetings. The ILO
(which is composed of trade unions and
employers’ organizations, as well as govern-
ments) and UNAIDS (which has representa-
tives from organizations of people living with
AIDS on its Governing Council) are excep-
tional in this regard. But CSOs do affect the
terms of the debate. They have helped place a
number of issues firmly on the UN agenda:
gender, participation, the environment, and a
broader view of rights and development. And
they have amplified their influence through
well-planned information and media cam-
paigns. This is particularly evident in human
rights and other areas where CSOs are free to
present politically controversial information
that intergovernmental agencies cannot for-
mally handle themselves.

In the 1990s, civil society also achieved
greater recognition at the apex of the UN system.
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A group of some 1,500 CSOs have official
accreditation to the United Nations Economic
and Social Council (ECOSOC). This permits
them to sit in as observers and offer comments
in many UN decision-making processes—
although they do not have any decision-mak-
ing power, and indeed could not within this
intergovernmental structure.

Since the 1972 United Nations Conference
on the Human Environment, in Stockholm,
most UN gatherings have had CSOs running
parallel events as well as lobbying at the main

conference. By the time of the Rio Earth
Summit in 1992, CSOs were participating
extensively in all aspects of preparation for the
conference and its follow-up, and the commit-
ments and programmes of action from most of
these gatherings bear CSO fingerprints. Thus
in the preparatory process for the Social
Summit, CSOs debated and provided alterna-
tives to every key phrase in the draft docu-
ments. Many of these were ultimately rejected—
such as the implementation of the Tobin Tax,
aspects of the 20/20 initiative, and a more rig-

Village meeting. Bhutan
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orous commitment to increasing development
assistance; but these ideas reappeared anyway
in an Alternative Declaration signed by more
than 600 NGOs.

Should civil society organizations have
more formal status in the General Assembly?
This issue resurfaced during preparations for
the various five-year follow-ups to the UN con-
ferences of the 1990s—the series of “plus five”
General Assembly Special Sessions. CSOs
were virtually excluded from Vienna Plus Five,
but there seems to be more progress in the cases
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of Rio, Copenhagen and Beijing.

The possibilities for a CSO role in the
Security Council beyond that of invited con-
sultation have only begun to be addressed. In
1996, the Chilean Permanent Representative
to the UN noted that the Security Council
increasingly deals with disputes in which the
parties are not states but groups or factions.
Given the growing role and presence of civil
society bodies, he argued that the Council could
incorporate their inputs; and he suggested that
for this purpose the Security Council should

'omen’s meeting. Burkina Faso
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organize a regular “consultative window”. In
February 1997, he was able to convince the
Security Council to hear presentations by
CARE, Oxfam and Doctors Without Borders
on the humanitarian aspects of the crisis in the
Great Lakes Region of Africa.

Some NGOs can also claim to have
achieved policy change. The international
human rights movement, for example, can
point to its role in the creation of the post of
UN High Commissioner for Human Rights, as
well as the move to establish human rights as a
core issue throughout the UN.

CSOs AND THE WORLD BANK

The international agency that has received the
most sustained criticism from CSOs is the World
Bank. From protests against individual projects
to the blanket condemnation expressed by the
Fifty Years Is Enough campaign, the World
Bank has been subjected to closer scrutiny than
any other international organization.

This is largely because of the vast scale and
high profile of World Bank operations. Its role
in structural adjustment lending from the
1980s onward has affected hundreds of millions
of people around the world. The organization
has also acquired a reputation for arrogance
and secrecy.

Since much of the Bank’s work has profound
environmental implications, it inevitably has
drawn the attention of environmental activists
working with NGDOs in a number of high-
profile campaigns. A combination of political
lobbying, mass media campaigning, and direct
grassroots action eventually hit the mark,
contributing to significant changes in the
environmental policy of the institution. The
cancellation in 1994 of the World Bank’s sup-
port for the Narmada Dam in India, followed in
1995 by withdrawal from the Arun Il Dam
project in Nepal, were among key moments. At
the same time, the Bank has been forced to
concede greater access to project information

and to other means of holding the organization
accountable. It has also agreed to establish an
in-house review mechanism known as the
Inspection Panel. Not all of this has been due
to NGO pressure. Reformers inside the World
Bank had been pushing in the same direction.
Even so, their hand has been strengthened by
vocal external criticism.

But while civil society activism has undoubt-
edly had an impact on certain target issues and
projects, it has not yet shifted the World Bank’s
basic frames of reference—or its economic
rationale for project decisions. Although the
Bank now has over 270 staff members with envi-
ronmental expertise, their department remains
demoralized, fragmented and largely powerless.
At best, there are now patches of green.

The women’s movement has also had some
impact on Bank activities. The institution now
has a Gender Analysis and Policy Group and a
Gender Sector Board. And it has diverted
some resources to women’s health and educa-
tion, and to improving access to micro-credit.
On the surface, the Bank appears to take gen-
der equity concerns seriously. But many CSOs
remain sceptical. They see far too few of their
gender-related concerns addressed substan-
tively in Bank policy.

The Bank’s method of interacting with
women’s networks remains seriously flawed.
This is evident even in the most feminist sector
of the Bank, the Health, Nutrition and
Population Division. The Bank’s purpose has
not been genuinely to incorporate gender-sen-
sitive advice and analysis: instead it tries to
involve CSOs on the Bank’s terms. Thus while
there are CSO members in Bank consultative
groups (including the Gender Consultative
Group), they are appointed as individuals, not
as representatives of social movements or even
of organizations.

Nonetheless, the Bank has offered more
recent, and possibly significant, openings to
CSOs. It has, for example, invited CSOs to
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participate in the assessment of its Country
Assistance Strategies and in the Structural
Adjustment Programme Review Initiative
Network. Launched in 1997 in response to
NGO pressure, this involves the World Bank,
governments and civil society organizations in
reviews of structural adjustment programmes in
eight countries (box 6.4).

Some World Bank officials believe the ini-
tiative has for the first time created real open-
ings for meaningful dialogue. But there have
been problems. SAPRIN staff members com-
plain that the lack of consistency of lower-level
Bank management in implementing the com-
mitments made to SAPRIN has caused ten-
sions. They also want SAPRIN to include a
wider range of countries, including emerging
markets. From outside the Bank there are other
concerns. It remains to be seen whether the
changes in Bank procedures resulting from
SAPRIN will be anything other than cosmetic,
and whether decision making between Bank
and country-level government officials will
involve more democratic accountability. Such
negotiations often continue to take place

behind closed doors, without the elected repre-
sentatives of affected groups.

Changes in the World Bank’s stance on
many issues represent some limited success for
CSO:s. But as relations between the Bank and
some organizations of civil society grow closer,
new issues arise. One is the familiar danger of
co-optation. The more CSOs work in close
consultation with, or under contract to, the
World Bank, the more they risk being granted
pseudo-influence.

This problem becomes more general as the
Bank decentralizes and creates new offices at
the national level. More than 70 NGDO spe-
cialists now work in the Bank’s field offices;
and national CSOs have often been happy to
use the World Bank as an ally in struggles with
their own governments. Indeed, the Bank can
use its great power to insist that governments
channel international funds toward civil soci-
ety organizations. This may sometimes be use-
ful, but it compromises the ability of those
CSOs to monitor the Bank. While working as
insiders may promote useful initiatives, more
fundamental change in both national and

Box 6.4 — Adjusting structural adjustment

One of the most ambitious attempts to challenge the World Bank and make it reconsider
its development model has been SAPRIN—the Structural Adjustment Programme Review
Initiative Network, which itself is a product of NGO pressure on the World Bank. SAPRIN,
which was launched by the Bank and NGOs in 1997, attempts to review the impact of
structural adjustment programmes on social development. It involves participatory
reviews of SAPs in 12 countries. Eight of these—Bangladesh, Ecuador, El Salvador, Ghana,
Hungary, Mali, Uganda and Zimbabwe—involve the national government, the Bank and
civil society organizations. In four others—Canada, Honduras, Mexico and the
Philippines—similar consultative exercises are being organized by civil society organiza-
tions themselves.

One of the basic tools of SAPRIN has been the holding of national fora: five in 1998
and seven in 1999. These are to be followed by field research involving Bank and civil
society participants, who will examine the “hows” and “whys” of adjustment impacts.
The findings will be fed back into a second round of national meetings. As of end-1999,

some 1,500 CSOs were participating in the network.
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Bank policy will probably only come from per-
sistent, objective external criticism.

CSOs AND THE INTER-AMERICAN
DEVELOPMENT BANK

CSOs have also been interacting with the
regional development banks, though not tradi-
tionally on such antagonistic terms. Here many
of the initiatives have come from the banks
themselves, rather than as a result of CSO pres-
sure. A case in point is the Inter-American
Development Bank (IDB). Headquartered in
Washington, DC, the IDB’s structure and oper-
ations parallel those of the World Bank,
although its loan portfolio covers only Latin
America and the Caribbean.

The IDB’s declared interest in working more
closely with civil society organizations emerged
following a conference in 1994. Some CSOs
hoped that this would lead to creation of a new
fund to which they could have direct access.
But the IDB, like other development banks, is
composed of governments. CSOs who want to
obtain support must be associated with govern-
ment initiatives. Their influence must be
asserted both through affecting government
policy—speaking out as citizens in favour of or

against certain propositions—and through
forming part of specific projects requested by
governments and funded through the interna-
tional banks.

Therefore the IDB sought to incorporate
CSOs into the mainstream of its lending to
governments. In 1995-96 it held a series of
consultations that brought civil society groups
more systematically into discussions on national
development agendas. These meetings were
intended both to build greater capacity among
CSOs and to foster greater consensus between
CSOs and governments.

By the late 1990s, the IDB had approved
loans involving CSO participation in five
Latin American countries—Argentina, Brazil,
Colombia, Guatemala and Venezuela (box
6.5). Their total monetary value was $138 mil-
lion, less than 3 per cent of the IDB’s total
portfolio. But because the bank has committed
itself to the goal of channelling 50 per cent of
all loans to the social sector, this amount may
increase quickly.

It is clear that if CSOs are to take advantage
of this opening, they need to be more assertive
and to weigh in more intelligently. This will
mean getting to know the key people in the

Box 6.5 — Community development for peace in Guatemala

The Inter-American Development Bank (IDB) has been trying to work more closely with
civil society organizations. In October 1996, the IDB met in Panajachel, Guatemala, with
100 people to examine how CSOs could participate more fully in Guatemalan govern-
ment programmes. Those present included NGOs, indigenous community organizations,
entrepreneurs, micro-entrepreneurs and philanthropists. One project they looked at in
considerable detail was Community Development for Peace (DECOPAZ), a fund of $50
million for community projects in the Peace Zone—the northern and western depart-
ments of Guatemala that suffered most during the civil war.

This IDB loan to the government is in fact managed primarily by community-based
CSOs, with technical assistance from specialized development agencies and NGOs, in col-
laboration with municipal governments. The affected communities control implementa-
tion of social policy and, to a lesser degree, the design of successive stages of the projects.
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IDB and in the governments, and also becom-
ing more familiar with the bank’s project cycle,
so they can make timely, strategic and tactical
interventions.

CSOs AND THE INTERNATIONAL

TREATY BODIES

The World Trade Organization (WTO), and
the North American Free Trade Agreement
(NAFTA) are treaties that bind signatory
countries to follow a set of norms applied to
international trade and investment. These
have a narrow intent; and any positive or neg-
ative impacts on the environment, social
development or even on growth are presumed
to be incidental.

Decisions are taken by member countries.
Each has one vote, although the countries with
greatest economic clout have the most influ-
ence. Advocacy groups are formally excluded
from debates, negotiations and decision mak-
ing. But they are never far away. Transnational
corporations have always circled around the
meetings. CSOs, on the other hand, have
largely been excluded and have protested their
culture of secrecy.

In recent years the situation has been
changing. In the case of the North American
Free Trade Agreement, civil society organiza-
tions in the three countries concerned,
Canada, Mexico and the United States, began
organizing in the early 1990s to inform them-
selves and their constituencies of NAFTA'S
probable economic and social impact. One of
the most influential coalitions was the
Hemispheric Social Alliance. While it was
ultimately unable to defeat NAFTA, its coali-
tions in the three countries gained recognition
for their alternative approaches to the free trade
agenda and for their repertoire of direct lobby-
ing, legislative engagement and public action.

CSO organization around NAFTA also has
had other repercussions—altering interna-
tional alliances in the labour movement and

establishing campaigns in support of unioniza-
tion, worker safety and human rights, particu-
larly in Mexico. Thus at the 1998 Santiago
Summit of the Americas, there was a large
assembly of trade unions and federations along
with events sponsored by indigenous, women’s,
environmental, church, ethnic and develop-
ment associations and agencies.

In terms of achieving policy change, how-
ever, one of the most significant events for inter-
national CSOs was the sinking, or at least the
temporary submersion, of the Multilateral
Agreement on Investment (MAI). Discussions
on this treaty started at the OECD in 1995.
The MAI aimed to establish ground rules for
foreign direct investment—primarily to ensure
fair treatment for transnationals wishing to
invest anywhere in the world. NGO critics
began to campaign on the issue in 1996, con-
demning it as a corporate charter that would
allow TNCs to ride roughshod over national
sovereignty—particularly over labour stan-
dards, environmental protection and public
service delivery. Campaigns took off in many
OECD and developing countries, uniting envi-
ronmental, development and human rights
CSOs—as well as consumer organizations,
trade unions, church groups and even associa-
tions of local authorities.

OECD negotiators, who had expected to
work quietly to finalize the treaty in 1997,
found they had an increasingly unpopular mis-
sion. Changes of government in France and
the UK also made their life more difficult, and
the treaty was effectively set aside when France
withdrew from negotiations in October 1998.
At the end of 1998, the OECD officially announ-
ced that negotiations had been abandoned.

The MAI also probably signalled the com-
ing of age of the Internet for the hundreds of
pressure groups that used e-mail to communi-
cate with each other and set up Web sites to
spell out the potential costs of the MAI. OECD
negotiators may have understood the MAI in
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Rainforest Action Network Protest. Seattle, Washington, United States

narrow economic terms; but when it came to
the social and political ramifications, they were
clearly outmanoeuvred. Their ability to work
in secrecy was undermined: a draft of the MAI
appeared on an NGO Web site and was rapidly
circulated. In future, it will be difficult not to
involve CSOs and other civil society actors in
any follow-up negotiations.

The experience of civil society organization
against the MAI was employed to good effect
in campaigns against the WTO. Trade negotia-
tions under the GATT never attracted the
glare of the global spotlight. But the third

Ministerial Conference of the WTO in Nov-
ember 1999 in Seattle was to be very different.

A number of things had changed. First, the
developing countries were less pliant. They
realized they had been short-changed in the
GATT rounds and demanded fairness—partic-
ularly, greater access to industrialized country
markets. Second, America and Europe were
already in dispute over such issues as bananas
and beef hormones, and were in no mood to
compromise. The long-lasting dispute over the
WTO leadership also slowed down any efforts
to prepare the ground for agreement.
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In the public mind—as expressed by the
CSOs—the more fundamental problem was
that the WTO was a secretive and powerful
entity whose rulings could effectively override
agreements reached in other international
fora—particularly on the environment.
According to the WTO, it was not the organi-
zation’s job to enforce environmental and
labour agreements. Nevertheless, it had at its
disposal trade sanctions—among the most
effective international weapons short of mis-
siles. This means that the WTO, which is not
even a UN organization, is probably the second
most powerful institution after the UN
Security Council—and yet it makes its rulings
essentially in private and with limited partici-
pation of the poorest countries.

Not surprisingly, the world’s CSOs, most of
which were already deeply disturbed by many
aspects of globalization, seized on the WTO as
a target. Prior to the meeting, nearly 1,200
CSOs from 87 countries signed a statement
that called for a fundamental reform of what
they saw to be a flawed and undemocratic orga-
nization. By the time of the meeting in Seattle,
tens of thousands of people were jamming the
streets—anarchists, trade unionists, environ-
mentalists and human rights activists. Other
large rallies were held simultaneously in cities
all over the world.

These demonstrations did not themselves
scupper the talks that organizers had hoped
would launch a new round of international
trade negotiations. The talks were already
foundering long before the meeting started. But
vivid news reports from the “battle of Seattle”
will profoundly influence the atmosphere for
all future multilateral trade negotiations.

THE FUTURE FOR INTERNATIONAL

NGO MOBILIZATION

Mobilization against the WTO was the culmi-
nation of a series of successes for international
campaigns. The Jubilee 2000 coalition on debt

and the campaigns against landmines, the MAI
and genetically modified food—as well as cam-
paigns against companies such as Nike, Shell or
Nestlé—have raised the prospect of a new era of
radical and effective protest. This may be over-
optimistic. But at least there are signs of funda-
mental change in the ways such campaigns work.

One of the most important changes is the
quality of the technical information that is
available. The data and analysis on debt pro-
duced by Jubilee 2000 were strong enough to
keep finance ministers on the defensive, and
the same was true for the MAI and the WTO.
Much of this is generated and disseminated by
smaller campaigning organizations such as the
Transnational Resource and Action Center,
through its online magazine, Corporate Watch;
but international CSOs like Oxfam and the
WWF have skilled and respected teams of ana-
lysts, who not only develop well-argued criti-
cisms but also have clearly worked-out alterna-
tive strategies of their own. This has now been
combined with Web sites that can be used not
just to transmit technical data but also to pre-
sent the information in a format that can be
understood by a wide audience.

The Internet has also helped activists with
many different interests, scattered around the
globe, to co-ordinate their activities. These
alliances may melt away as rapidly as they
appear. At present, it is probably safe to say
that these are contingent tactical groupings
that enable national organizations to establish
links with those in other countries.

What happens next depends on the reaction
of governments and international organizations.
Probably they will start to absorb some of the
key players, particularly the technical analysts,
into official processes—an approach the World
Bank has long used to good effect. This can be
seen either as a new step toward broadening
the range of views within international organi-
zations or as a defensive tactic of co-optation.
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Intelligence, energy and rights

The diversity of CSOs, and the multiplicity of
levels at which they operate, make it difficult
to draw general conclusions about their future
prospects. CSOs have had many partial suc-
cesses. In service delivery, they have often
reached communities and groups hitherto
neglected by state services. Project design and
implementation can also benefit from their
attention to participation, innovation, local
needs and social relations. But there is no sys-
tematic evidence to suggest that civil society is
a more effective delivery agent than the state.
It should not be regarded as a substitute for
basic universal services.

Internationally, CSOs have discovered
effective ways to shake the foundations of the
global economic order. Some have called the
emergent CSO formations a global civil soci-
ety. That probably overstates the case. What
has emerged is a raucous and intelligent combi-
nation of research, idealism and cheap tech-
nology, now armed with human rights law.
With this combination of energy, technology
and development experience, they now have a
voice that governments, corporations and
international agencies ignore at their own peril.
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Women are gaining formal rights, but
this has not been matched by an
improvement in their quality of life.
Although women’s groups have become
increasingly visible and vocal, their politi-
cal influence remains limited. And as
governments shift more social respon-
sibilities to families and communities,
most of the burden falls on women’s
shoulders.

The democratic openings of the past decade
have offered greater opportunities for women.
Women’s groups have helped draft national
constitutions and have developed new legisla-
tion in areas such as family law and violence
against women. Women’s groups have also
been among the most influential NGOs. In the
1990s, feminist ideas and practices proliferated
across a wide range of public arenas—in black
and indigenous movements, for example, and
in trade unions, universities, political parties,
and international development agencies.
Women also played a prominent part in the
international conferences of the 1990s.

1995 was particularly significant in this
respect. It was the year of the Social Summit,
which established that “equality and equity
between women and men is a priority for the
international community”. It was also the year
of the landmark Fourth World Conference on
Women, in Beijing.

But have formal declarations on gender
equity actually had a political and social
impact? Have women’s lives started to change?
Here the story is much less optimistic. Many of
the hidden barriers and ceilings to women'’s
meaningful participation remain stubbornly in
place. Whether in UN meeting halls or in
national or local governance, social conser-
vatism continues to block the implementation
of many hard-won rights. And the social dislo-

cation that has accompanied economic liberali-
zation has often thrown extra burdens on
women’s shoulders.

Women in democratization

The transitions to democracy around the world
owe a great deal to pressure from women’s
movements. Indeed, in some respects women
achieved greater prominence during periods of
protest against autocratic governments than
they have during subsequent democratic
regimes.

Women’s groups take many different forms,
but they can be divided into roughly three gen-
eral types:
= Human rights groups—Some of the best-
known of these emerged in Latin America dur-
ing the 1970s and 1980s, notably the Mothers
of the Plaza de Mayo in Argentina. These and
similar “non-political” protest movements
relied to some extent on the hope that the mil-
itary was less likely to persecute women than
men because of women’s seemingly apolitical
nature. Women also derived some of their
power from the fact that they were turning
against their oppressors the very symbols—
motherhood and family—that the state was
claiming to uphold.
= Popular women’s groups—These groups
arose as forms of mutual support during periods
of great economic hardship. Thus many
women organized communal kitchens in the
poorest areas of large cities. Often these groups
had links with religious organizations. In Latin
America, they usually emerged from Catholic
community organizations; and in the Arab
states and elsewhere, Islam has inspired popu-
lar women’s groups. Activism by itself does not
necessarily lead to a more gender-egalitarian
order: in Iran, religious fervour impelled the
society out of autocracy but only into theoc-
racy (box 7.1). Even so, in the urban areas of
countries such as Turkey, Islamist women have
managed to provide a space in which women of
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Box 7.1 — “Years of hardship, years of growth”: Feminism in an Islamic Republic

In the first months and years following the Iranian Revolution of 1979, secular profes-
sional women became easy targets of “revolutionary purification and cleansing cam-
paigns”. Barely two weeks after the overthrow of the old regime, the Family Protection
Act was scrapped as un-Islamic. Eventually, the veil was imposed and an elaborate “code
of modesty” was put in place. Women were dismissed from the judiciary and subse-
quently barred from many positions and disciplines of higher education. Acts of defiance
and resistance by women were instantly branded as counter-revolutionary, a label that
not only made participants in these protests easy targets of repression, but also fore-
closed the possibility of building alliances between secular professional women and

Islamic women activists of the Revolution.

With the defeat of secularists, Islamic women activists (inside and outside the
Parliament) found themselves acting as critics of the new government on women'’s issues.
It was thanks to their efforts that universities were once again opened to women, and
that a new set of laws virtually reinstated the Family Protection Act. Out of these early
years of Islamic women’s activism also emerged a radical re-thinking of gender in Islam—

evident in a variety of women’s journals published in Iran.

One of these journals, Zanan (Women), undertakes a direct re-interpretation of Islamic
texts from a woman’s perspective, founded on the principles of women’s choice and
autonomy—a move that has provoked the anger of more traditional Islamic advocates.
Zanan also declares affiliation and solidarity with a variety of feminisms—both Western
secular and Iranian secular—and it freely cites from them. This breaks down suspicion and
hostility between the religious/traditionalist and secular/modernist tendencies, which

was dominant in twentieth-century Iran.

More than two decades after the Revolution, women’s issues remain central to Iran’s
political agenda. Indicative of the primary place “the woman question” occupies, and the
broad constituency it attracts, is women’s visibility in politics—both as voters and candi-
dates. Iranian women played a big role in the 1997 election of Mohammad Khatami, the
reformist president. They were also an active and visible force in the February 2000 par-
liamentary elections. In Tehran, six out of 30 parliamentary seats were won by women—

significantly, without any quotas or “reserved seats”.

Even with a predominantly reformist Parliament, women face an enormous task in
asserting their rights. The extent to which gender equality can be incorporated into
reforms of the legal system and the judiciary will reflect the constraints facing President
Khatami, as he tries to promote human rights and the rule of law in a system where con-

servatives have the final say.
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diverse backgrounds seek empowerment, even
if their rhetoric and ideology does not always
endorse gender equality.

= Feminist groups—These tend to consist of
middle-class and professional women. During
military rule in Latin America, feminist groups
often emerged from militant left-wing organi-
zations and student groups that had been
driven underground. Indeed, it was often
women’s subordination within such groups that
planted the seeds of feminist consciousness.
Other women gained new ideas from periods of
exile in Europe or the United States.

One of the most crucial questions for women
activists is how far they should co-operate with
each other and take part in broader political
processes. How closely should feminist groups
ally themselves with popular women’s move-
ments? Many would argue that this is a strate-
gic imperative. A major challenge for feminists
in Morocco and Turkey, for example, is to free
themselves from the tutelage of political par-
ties without becoming isolated; this means
they must extend their social base to a more
diverse constituency. But as yet there are too
few signs of such cross-class alliances.

In Latin America during the period of dicta-
torship, feminist groups often focused their
attention on the material conditions of
women’s lives and supported the survival strug-
gles of poor and working-class women. Many
feminists feel that these ties with popular
movements have now been weakened.

Indeed, one of the major concerns of femi-
nist activists in the 1990s was the increasing
“NGO-ization” of the women’s movement.
Women'’s groups have been shifting away from
feminist-inspired activities such as mobiliza-
tion, popular education and consciousness-
raising. They have taken on more technical
and advisory functions, such as the delivery of
social services, advising government agencies
on how to design gender-sensitive programmes,

or training their staff in “gender planning”.

Some argue that as feminist groups and
NGOs have become more professionalized and
specialized, they have severed their links with
grassroots and community-based organizations.
They could respond that when implementing
state- or donor-funded projects for female-
headed households, or evaluating the gender
impacts of projects, they still come into con-
tact with poor and working-class women’s
organizations. But the nature of NGO-grass-
roots linkages seems to have changed.
Moreover, the NGOs that are selected as part-
ners and thus receive funding are not necessar-
ily those with the strongest links to the grass-
roots. To maintain their legitimacy and their
claim to be representative, NGOs and their
leaders require organic ties to this base. But
such ties cannot be taken for granted; they
must be consciously nurtured.

Women'’s groups may also be wary about tak-
ing part in mainstream politics. Many deliber-
ately keep their distance from broader political
processes and are ambivalent about becoming
embroiled in party politics. In Uganda, for
example, women’s self-help groups and volun-
tary associations struggling for economic and
social rights deliberately distance themselves
from public authorities, even at the local level.
They also avoid formal political activity, which
they regard as sectarian, corrupt and divisive.

This is comparable in some respects to the
situation in Eastern Europe and the former
Soviet Union. Many women in communist
countries identified feminism with state social-
ism and government policies of “emancipation
from above”, which often pressured women to
work outside the home. As a reaction, many
women now question the core feminist tenet
that women who stay in the private sphere are
being oppressed, and that they need liberating
into work and public life. This radical rejection
of Western feminism is thus partly a repudia-
tion of communism. But it is clear that femi-
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nism emerging in this part of the world is more
compatible with the family, motherhood and
femininity. In Hungary, for example, women
are very visible in public life—but are to be
found outside formal party politics. Many
women are working in NGOs or committees of
local government. The few avowedly feminist
initiatives tend to be linked with specific ser-
vices, such as hostels for battered women.

WORKING WITHIN AND AGAINST

THE STATE

States may have been weakened in recent
years, but they still hold crucial influence over
women’s lives. In the industrialized countries,
feminists have tended to adopt different posi-
tions vis-a-vis the state. At one extreme is the
view that the state is immutably masculine—
the ultimate vehicle of social control over
women’s lives. This perception is common
among feminists in the United States, for
example, and in the United Kingdom. The
alternative view is that the state is an impor-
tant vehicle for social justice—a view more
likely to be heard in Canada and New Zealand,
which have a strong tradition of social liberal-
ism, and in Australia where “femocrats”—fem-
inist bureaucrats—have used the state to the
advantage of women. Scandinavian women
take a similar approach: they have strong wel-
fare states and more faith in the merits of state
intervention.

The situation in developing countries pro-
vides further contrasts. Compared to their
counterparts living in European welfare states,
women here are less touched by the state’s wel-
fare provisioning. Their states also tend to be
weaker and less able to enforce civil rights
across the national territory and for all social
strata. They are less likely to disseminate infor-
mation about new legislation—or to enforce
it—due either to political expediency or
because they lack power. Women’s lives are
thus shaped more by the prevailing norms—

often fluid but usually conservative—of their
societies. In some cases, weak systems of inter-
nal regulation result in high levels of state vio-
lence and violation of civil rights. A number of
women’s organizations in India, for example, are
rooted in their opposition to police brutality.

Nevertheless, the transition to democracy
does allow some women to have a greater influ-
ence in state bureaucracies. This has been most
evident in Latin America. In virtually all Latin
American countries, some specialized “women’s
machineries” have been set up in the public
administration. The reasons for this have been
varied. In some cases, it has been in response to
pressure exerted by foreign donors, or to fund-
ing made available for this purpose. In other
cases the dominant political party may see it as
a useful political resource—as a means either of
demonstrating progressive national attitudes to
the international community (as in Bangladesh)
or as a source of political support from a hith-
erto neglected constituency (as in Uganda). In
yet other cases, such as in Brazil, Chile, and
South Africa, it has been through the persis-
tent advocacy of certain streams within the
women’s movement that state machineries for
women have been set up.

Strategically positioned within the state,
femocrats are, in theory, well situated to iden-
tify and take advantage of political opportuni-
ties to push forward items on the women’s
agenda. But their position—at once within and
against the state—raises questions of legiti-
macy in the eyes of both their colleagues in the
bureaucracy and the women’s movement on
the outside.

In Brazil, the early years of democracy saw
the emergence of Councils on the Feminine
Condition, first in S&o Paulo and later in other
states, as well as at the national level. These
councils, often staffed by feminists, successfully
promoted women’s health and reproductive
rights—and also helped introduce women’s
police stations specialized in cases of violence
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against women. In the late 1980s, the National
Council helped incorporate women’s demands
into the new constitution. The links between
these councils and the women’s movement are
weaker now than they used to be, but women'’s
influence over state policy, particularly on
health, is probably stronger in Brazil than in
most other developing countries.

In Chile, the women’s movement exerted
pressure on the centre-left coalition that won
the 1989 election, leading to the creation of
the National Service for Women (SERNAM)
within the Ministry of Planning. But
SERNAM'’s role was unclear from the outset
and it drew strong opposition from right-wing
parties. It seems to have concentrated on
awareness raising and implementing various
pilot projects. Recently it has taken the lead in
developing new legislation in family law and
on violence against women, and in modifying
the labour code—though it steers clear of con-
troversial issues such as abortion.

Chile’s experience also reflects broader
dilemmas. While SERNAM derived its origi-
nal dynamism and legitimacy from a strong
women’s movement, its relations with the
women’s movement have been ambivalent
because it is seen as an arm of the government.
There has been some disappointment with
SERNAM'’s conservative approach to gender
issues. Popular women’s groups, in particular,
feel alienated from SERNAM: many poor and
working-class women fail to identify with the
campaigns it runs.

Most other countries also have some spe-
cialized machinery for women. However, in
many cases the relationship between women’s
units in public administration and women’s
constituencies in civil society has proved diffi-
cult to establish or exploit. Women’s groups
and NGOs are often reluctant to associate
themselves too closely with these units. This
reflects a healthy concern about retaining
autonomy, but it makes strategic collaboration

difficult. In Morocco, for example, the
women’s movement has tended to bypass the
women’s units in public administration and has
worked primarily on the outside or through
alliances with political parties.

WOMEN IN POLITICS

Women’s representation in political parties
and in national legislatures is weak. As figure
7.1 indicates, the proportion of women mem-
bers of the lower houses of parliament has
increased only marginally over the past two to
three decades, and at 12 per cent remains far
below that of men. Table 7.1 shows that repre-
sentation in lower houses is highest in Europe,
though high proportions in the Nordic coun-
tries boost Europe’s overall figure. As table 7.2
indicates, these countries have the strongest
women’s representation in the world. The
United States comes well down the list, with a
proportion of only 13 per cent.

Figure 7.1 — The proportion of women
in lower houses of parliament worldwide
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Table 7.1 — Women’s representation—
regional averages

Europe
Asia
Americas

Sub-Saharan
Africa

Pacific
Arab states

World average

Source: IPU, 1999

Single
House or
Lower
House %

16

15

15

11

4

13

Upper
House or
Senate
%

10

12

15

13

21

11

Note: Europe refers to OSCE member countries.

Both
Houses
combined
%

14

15

15

11

11

13

The poor representation of women in
national legislatures is astonishing. Since all
versions of liberal democracy link the right to
vote with the right to stand for office, the fact
that the gender composition of national assem-
blies is so at odds with the gender composition
of the population signifies that something is
wrong. Echoing this sentiment, the Platform
for Action agreed upon at the Fourth World
Conference on Women identifies women'’s rep-
resentation in decision-making bodies as one
of its key areas of concern.

Women’s invisibility in the world of institu-
tional politics is partly a historical legacy, but it
also reflects the “boys’ club” prejudices of par-
ties and electorates. Deeply entrenched barri-
ers exclude women from meaningful participa-
tion in political parties, where they are
habitually relegated to women’s wings and per-

Table 7.2 — Women in lower houses of parliament in selected countries

Rank Country Election year Number % women
of women
1 Sweden 1998 149 43
2 Denmark 1998 67 37
8 Finland 1999 74 37
4 Norway 1997 60 36
5 Netherlands 1998 54 36
6 Iceland 1999 22 35
7 Germany 1998 207 31
8 South Africa 1999 120 30
9 New Zealand 1996 85 29
10 Argentina 1997 71 28
24 Costa Rica 1998 11 19
26 United Kingdom 1997 121 18
28 Uganda 1996 50 18
41 United States 1998 58 13
Source: IPU, 1999
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form cheer-leading roles. At the same time, the
cultural construction of political office as mas-
culine makes it extremely difficult for women
to be elected without some form of electoral
engineering, such as through quota systems or
reserved seats. Women candidates tend to
attract fewer votes than men even when they
do not campaign on women’s issues. And when
they do stand on a feminist platform, they have
even less success—often being seen as anti-
men, anti-tradition or anti-family.

There have been some attempts to redress
the balance. Progressive political parties deter-
mined to improve women’s representation
have made efforts to favour women. A number
of parties in Latin America have boosted the
number of women candidates by operating
informal quotas. In Argentina, they include
the two largest parties, the Radical Civic
Union, and the Party of Justice; in Bolivia,
Nation’s Conscience; and in Mexico, the
Revolutionary Demaocratic Party.

In Europe a number of centrist and left-wing
parties have pursued similar policies. In
Scandinavia they did so in response to pressure
from women’s groups. The Swedish Social
Democratic Party has taken one of the most
advanced positions: since 1994 it has insisted
that if the first person on the list of electoral
candidates is a man, the next must be a woman—
and that they should alternate thereafter.

Other countries attempting positive dis-
crimination have run into problems. In the
United Kingdom for a brief period, for exam-
ple, some local branches of the Labour Party
were required to produce women-only short
lists. This was subsequently abandoned, since it
conflicted with equal opportunities legislation.
But it nevertheless resulted after the 1997 elec-
tion in a striking increase in the number of
women Labour MPs—101, almost one-quarter
of the total.

A common way for parties to boost the
number of women MPs is through the party

list. If elections are based on proportional rep-
resentation using party lists, then parties are
free to choose candidates for their lists as they
see fit—and women candidates will appear on
the list if gender equality is a priority for the
party. To some extent this de-personalizes the
vote and reduces the opportunity for elec-
torates to discriminate against individuals on
the basis of ethnic identity or gender. In South
Africa the ANC has taken advantage of this to
boost the number of women in the National
Assembly; as table 7.2 indicates, South Africa
now ranks eighth in the world, with women
comprising 30 per cent of parliamentarians.

Positive discrimination may also be enshrined
in legislation or in the constitution—typically
by reserving a specific number of seats for
women. In Uganda, for example, one parlia-
mentary seat from each of the 39 districts is
reserved for woman. In Argentina, 30 per cent
of candidates for elective posts must be women.
In Bangladesh, 30 seats out of 330 are reserved
for women; in Eritrea, 10 out of 105; and in
Tanzania, 15 seats out of 255. The same princi-
ples have also been used in the panchayats,
or village councils, in India (box 7.2). One
unfavourable outcome of reserved seats is that
it risks creating an enclave for women’s politi-
cal participation, with the electorate assuming
that the reserved seats are the only legitimate
seats for women.

THE IMPACT OF WOMEN
ON GOVERNMENT
Unfortunately there is no guarantee that
women elected to parliament will stand up for
women’s interests. Many of the most successful
women politicians have not been feminists.
And those who have been elected to office
through quotas or reserved seats may be reluc-
tant to voice dissent, being at the mercy of the
central or provincial party that compiles elec-
toral lists.

In Uganda, many women MPs were per-
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suaded to enter politics by male elders, and
some regard their position as a favour granted
by the National Resistance Movement (NRM)
rather than as a right; they are therefore reluc-
tant to voice criticism of the NRM govern-
ment. In political systems where a single party
is dominant and women politicians have no
other realistic political option, their leverage
on the party is drastically reduced, and they are
less able to explore issues that may not be on
the party’s agenda. Nevertheless, women par-
liamentarians in Uganda have on several occa-
sions come together to create a united front
and to push for progressive legislation, as hap-
pened in 1997-98 over the Land Law.
Similarly in India, while the local political
elite may have hoped that “suitable” women,

or proxy representatives, would be elected to
the panchayats, the outcome has been more
complex. Women'’s participation in structures
of power and decision making has itself pro-
vided opportunities for rapid growth and learn-
ing. Many women have been outstanding
chairpersons and members of the panchayats,
demonstrating initiative and leadership—and
countering the idea that they are mere namesake
or proxy representatives. Indeed, the term “proxy”
symbolizes a complete denial of the possibility
of women’s agency, growth and learning.
Women MPs are more likely to represent
women’s interests if they maintain strong links
with women’s organizations. Instead of operat-
ing on their own in a political vacuum, they
need working relationships with other women

Box 7.2 — Women in local government in India

law to serve as proxies.

the “ladies’ seats”.

In April 1993, India’s Constitution was amended (the 73rd Amendment), to provide spe-
cial incentives for women to be elected to local government. This amendment directed all
state legislatures to amend their respective panchayat legislation to conform to the con-
stitutional amendment, within one year. Henceforth one third of representatives in the
village councils, the panchayats, as well as in the corresponding municipal bodies, would
be women. This met with stiff resistance and procrastination in many states. And men
sometimes tried to subvert the process by nominating their daughters or daughters-in-

Nevertheless, the benefits are starting to be felt. Around one million women have
been elected to panchayats and have been focusing on important local government
issues, such as the Public Food Distribution System and minimum wages. And they have
been pressing for improvements in health, education and water systems. Just as impor-
tant, they have highlighted major social issues such as domestic violence and alcoholism.

Rajasthan has some of India’s greatest gender inequities—with female infanticide,
high female illiteracy, and a low ratio of women to men. So there was considerable resis-
tance to the election of women and scepticism about their abilities. Men still heavily criti-
cize the women members’ performance—and some women panchayat chairs will clearly
be more effective than others, depending on their experience and ability. But when ques-
tioned more closely, many people in Rajasthan, especially women, point out that the
women members have actually worked harder on important matters, such as repairing
water pumps, and are generally far more approachable and willing to listen. Still, real
progress can only be claimed when more women contest the general seats and not just
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“on the outside”. It is particularly important to
maintain these links during transitions toward
democracy. When the political centre of grav-
ity shifts from informal political movements to
conventional political parties, there is always a
danger that women will again be marginalized.

Women’s more obvious successes in govern-
ment have been at the formal level—ensuring
that new constitutions are grounded in gender
equality. Women have also helped introduce
progressive legislation in such areas as divorce,
domestic violence and reproductive rights. But
enforcing this legislation has often proved
more difficult, not just because of social resis-
tance, but also because of state weakness in
administering justice and a political and eco-
nomic environment that is hostile to social
expenditure. Many women’s reproductive
rights services, for example, have been under-
mined by a general weakening of primary
health care. Thus in Zimbabwe the introduc-
tion of user fees for prenatal care has dissuaded
many women from attending clinics and
resulted in a dramatic rise in maternal mortality.

This also reflects a more basic problem. One
policy area that has consistently eluded
scrutiny is decision making on public expendi-
ture. Some have argued that part of the prob-
lem lies in women’s lack of fluency and skill in
economic analysis. If this is the case, then the
Women’s Budget Statements and Initiatives
first introduced in Australia and Canada, and
more recently in South Africa, which require
all government departments to account for the
impacts of their activities on women, can pro-
vide a useful tool for strengthening the techni-
cal capacities of women’s machineries.

But the problems are more deep-seated. To
some extent they reflect a more general shift in
the balance of power away from social sector
ministries and MPs and toward technocrats
in the ministries of finance and trade.
Parliamentarians of both sexes have been dis-
empowered. Women bureaucrats well equipped

with economic analytical skills may be able to
contribute to what goes on inside these insu-
lated technocracies, in ministries of finance for
example. But this is no substitute for a more
open public debate that enables the parlia-
ment, women’s groups and networks, along
with other social groups, to scrutinize eco-
nomic policies and decisions that affect the
well-being of their constituents. To see
women’s exclusion from economic policy mak-
ing simply in terms of the skills that they lack
(and need to be equipped with) misses the
larger question of whether the emerging politi-
cal arrangements enable the public as a whole
to review and control the actions and decisions
taken by the executive.

WoMEN’s NGOs

As indicated in chapter 3, governments have
been shifting many social responsibilities from
state agencies to civil society. This has impor-
tant implications for women. Governments
have been passing much of the burden not to
organizations but to individual women—
requiring that they fill the vacuum of dimin-
ished social services by spending more time
caring for sick and disabled relatives and neigh-
bours. In this way, governments are “privatiz-
ing” health care by recruiting unpaid family
labour.

Donors have encouraged the NGO-ization
of women’s health services. Some organiza-
tions, such as the World Bank, may see this as a
way of avoiding the perceived corruption and
inefficiencies of existing state services. In
Tajikistan, for example, the British NGO
Christian Aid and the EU are funding the
Khatlon Women'’s Health Project, which offers
poor communities services that the government
has neither the means nor the will to provide.

Does the willingness of women’s NGOs to
shoulder these burdens encourage governments
to slough off their responsibilities? Even when
governments claim to be improving service
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provision by entering into partnerships with
women’s NGOs, the outcomes of such partner-
ships can be ambiguous. As chapter 6 argued,
in many instances “partnership” means giving
the NGOs too many tasks with too few resources.
NGOs also run a number of risks by entering
into such partnerships. In addition to being
overburdened, they may find themselves less
able to criticize the government. In Peru, for
example, the Manuela Ramos Movement
(“Manuela”) administers the USAID-funded
Reproductive Health in the Community
Project (ReproSalud). This aims to bring inno-
vative services to poor women, while also
encouraging them to make more effective
claims on government services. But these offi-
cial links proved a disadvantage when the gov-
ernment health services were accused of coer-
cive sterilization. Manuela had to choose
between quiet diplomacy and openly criticizing
public services in ways that might play into the
hands of right-wing forces that wanted to shut
down all public reproductive health care. In
the event, after diplomacy failed Manuela
came out publicly against sterilization abuses.
Women’s NGOs have to make choices
appropriate to their own circumstances. In
many cases this must mean taking a deliber-
ately dissident stance. In Egypt one of the most
controversial issues addressed by women’s
groups is female genital mutilation (FGM).
Egypt’s FGM Task Force maintains a vigilant
role of critique and advocacy. It refuses close
collaboration with a government that fre-
quently attacks NGOs, especially those
involved in the promotion of human rights.
Finally, given the dependence of NGOs on
external sources of funding, the priorities of
funders can encourage the proliferation of spe-
cific types of NGOs and activities. In the case
of Chile, for example, in order to remain eco-
nomically viable many women’s NGOs are let-
ting go of projects that were closely associated
with their feminist commitments—such as

popular education projects on sexuality and
parenting, and leadership training. Instead,
they are taking up projects that are more
attractive to funders—such as women'’s health,
micro-enterprise development, and job training
programmes for women heads of household.

Some NGOs manage to adapt to new funding
criteria that encourage more technical-profes-
sional endeavours, while others lose out. Sadly,
some of the losers are organizations that have
strong links with poor and working-class women,
and with community-based organizations.

At the same time, it should be emphasized
that the distinction between women’s NGOs
and the women’s movement is not clear-cut.
First, the vast majority of professional NGO
activists also view themselves as part of a larger
women’s movement. Second, women’s NGOs
vary tremendously in their power, resources,
ideology, relations to donors and govern-
ments—and above all in the extent and quality
of their connections with grassroots move-
ments. In recent years, the crucial ties between
NGOs and their grassroots constituents have
begun to change, and in some contexts, they
have been weakened.

To some extent this is because donors, when
choosing which NGOs to fund, rarely give pri-
ority to the extent of their links to grassroots
organizations and to the people they are pre-
sumed to represent and service. If donors estab-
lished funding criteria that enhanced NGO
linkages to these constituents, this would go
some way toward reversing this trend.

Fulfilling women’s rights
As a result of the social damage caused by struc-
tural adjustment, many people have begun to
focus more on poverty—and specifically on
women’s poverty. One of the key areas of con-
cern of the Beijing Platform of Action is
poverty and women'’s disproportionate share of it.
This attention to women’s poverty is welcome.
But it has also been limited. Many organizations
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have targeted particular groups—notably female-
headed households, which both fails to grasp
the diversity within this group, and sidesteps
the more difficult and politically sensitive area
of intra-household poverty. They have also
cordoned women off as a vulnerable group that
needs to be protected by weak and frequently
non-existent safety nets. More positively, given
the growing phenomenon of the working poor,
among whom women are present in large num-
bers, some organizations have tried to organize
women workers and provide a space for them
to articulate their demands more forcefully.

A more fundamental issue, however, is why
women are poor in the first place. More light
needs to be shed on the gender aspects of
impoverishment—the social and economic
relations and institutions that continue to send
women and men into poverty along different
trajectories. If one generalization can be made,
it is that women’s lack of power constitutes not
only an important dimension of women’s dis-
advantage in itself, but also shapes the kinds of
claims and entitlements to resources that
women can mobilize.

Reducing women’s poverty will therefore
mean fulfilling their rights—rather than simply
meeting their needs. This is an important dis-
tinction. The rights approach reformulates
needs as ethical and legal norms—implying a
duty on the part of those in power to provide
all the means necessary to ensure that needs
are met. This may not appear to take matters
forward: many developing country governments
argue that they lack the necessary resources, so
repackaging needs as rights does little more
than restate those needs more vehemently.

The advantage of asserting the issues not
merely in terms of needs, but of rights, is that
the bearers of rights can make official claims as
citizens. Women as individuals and groups
become part of the decision-making process.
They are also in a stronger position to defend
themselves against other powerful influences—

including religious and fundamentalist groups.
And they can stand against those whose
macroeconomic or neo-Malthusian agendas
serve to perpetuate racial, ethnic, class and
gender inequities.

The sections that follow examine women'’s
rights in three crucial areas: reproductive health,
education and work.

Reproductive health rights

One of the most notable developments of the
1990s was that reproductive health rights came
to be viewed more comprehensively. When
women’s health movements in the West first
introduced the concept, they were primarily
concerned with women’s right to control their
fertility. Women’s groups in the South embraced
these principles but took them further, incor-
porating them into a much broader vision that
encompassed all of women’s health needs and
linked them to development.

Women’s groups have rightly argued that
women’s reproductive health should be set in a
broader context. If women cannot control
their fertility and be free from sexual abuse and
violence, they cannot function fully as respon-
sible, participating members of families and
communities; they cannot truly exercise citi-
zenship. At the same time, reproductive health
and well-being demand such basic conditions
as clean water and decent housing. Without
these, women find themselves in untenable
dilemmas. Thus women who are HIV-positive
must choose between breastfeeding their
infants and exposing them to risk of AIDS—or
bottle-feeding them and exposing them to
deadly bacterial infection from contaminated
drinking water (box 7.3).

Women’s groups in developing countries
concerned with reproductive health do not, of
course, form a homogeneous bloc. They have
emerged in different circumstances and have
different priorities. In South Asia, for example,
they have been concerned primarily with such
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issues as sterilization and coercion, and the
promotion of long-acting hormonal contracep-
tives—and have always had to struggle against
a donor-driven preoccupation with overpopu-
lation. Women’s groups in Latin America, on
the other hand, emerged as part of broader
movements for democratization, in a political
climate emphasizing concepts of citizenship
and rights. They have put more emphasis on
women’s autonomy and their rights to higher
quality health services. In Africa, women’s
health activists have been preoccupied with

Box 7.3 — The story of Futhi

The following is an imaginary profile based on fact.

two children.

bands’ desires.

buy on the world market.

Africa, at least it is a choice.

Futhi is one of the 18.5 million women worldwide, and one of the nearly 11 per cent of
pregnant women using urban prenatal clinics in South Africa, who are infected by HIV.
The roots of Futhi’s infection start with marriage—a husband who works in the mines, is
away a good deal, and has unprotected sex with prostitutes. But there has never been a
question of leaving him, since she is unable to earn enough on her own to support her

Thanks to South Africa’s progressive reproductive health policy, Futhi has access to a
caring reproductive health clinic nearby. She learned about condoms from the clinic
nurse, but she was afraid to suggest them to her husband for fear he would call her
promiscuous and beat her. Besides, Zulu culture tells women to accommodate their hus-

Then Futhi discovered she was pregnant and HIV-positive—and faced the dilemma of
what to do. In South Africa, abortion is a woman'’s right for any reason during the first
trimester. Nurses at the prenatal clinic have warned her she cannot breastfeed the new
baby without great risk of infecting it with HIV, and there is not yet safe drinking water
in her township to use for bottle feeding. She has heard there are drugs that can prevent
HIV transmission to the foetus, but these drugs—made by US-based pharmaceutical com-
panies—are too expensive for the economically pressed South African government to

Faced with threats of punitive sanctions under existing patent laws, the government
has not authorized the local manufacture of cheaper drugs. Even if transnational drug
companies lower prices in African countries, the drugs are still likely to cost too much for
Futhi, and South Africa's inadequate health care system will lack the capacity to dis-
tribute them. So advanced drugs will not protect Futhi's baby or assure her a longer life
to care for her children. Apparently, abortion is her only choice. Fortunately, in South

issues of basic survival—in the face of high
maternal and infant mortality rates and the
growing menace of HIV/AIDS—as well as
with controversial rights issues such as female
genital mutilation.

But women’s organizations all over the
South have insisted that reproductive rights
must be set in a broader context. They argue
that there is little prospect of fulfilling women'’s
individual rights in a generally hostile eco-
nomic and social climate. A number of interna-
tional networks have argued this case forcefully.
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One of the most influential has been
Development Alternatives with Women for a
New Era (DAWN), a network of women
activists from all regions of the South. DAWN
has long argued that reproductive rights can
only be achieved in a supportive environment
that allows women adequate housing, educa-
tion, employment, property rights and legal
equality, as well as freedom from physical
abuse, harassment, and all forms of gender-
based violence.

Reproductive rights thus require legal recog-
nition and protection in the courts, freedom
from repressive religious and traditional codes
that constrain choice, and freedom from
domestic violence and forced pregnancy. All
these are civil and political rights. But at the
same time, reproductive rights also require reli-
able and affordable maternal and child health
services, and access to safe contraception and
follow-up care, not to mention adequate nutri-
tion to avoid a wide range of risks. All these are
economic or social rights.

Women all over the world have an increas-
ing sense of entitlement—that their rights
should be upheld. One seven-country survey,
by the International Reproductive Rights
Research Action Group (IRRRAG), found
that most respondents thought they were enti-
tled to make their own decisions about mar-
riage, fertility, contraception, childcare and
work. However, if they wanted to fulfil these
rights, they often had to act in secrecy, to evade
the censure of family or neighbours, or the pro-
hibitive laws of the state. Or they had to
engage in a series of trade-offs—accepting sex-
ual demands, say, in return for greater help with
childcare. What would help them to resist abu-
sive husbands, disrespectful doctors, and reli-
gious dictates in making their reproductive and
sexual decisions? One of the most important
factors appeared to be membership in a com-
munity group that took them out of their isola-
tion—enabling them to act together both on

their own behalf and that of their daughters,
and on behalf of future generations.

The Programme of Action (POA) that
emerged from the International Conference on
Population and Development in 1994 in Cairo
endorsed this vision, moving on from demo-
graphic targets and a narrow preoccupation
with family planning to a broader understand-
ing of reproductive rights—insisting that popu-
lation and development strategies be based on
women’s empowerment, and on gender equal-
ity and equity (box 7.4).

Nevertheless, the Cairo Programme of
Action also endorsed market-friendly policies
that, in practice, hamper the achievement of
women’s reproductive rights (table 7.3) In its
chapter on health, the POA recognizes the
devastating impacts that structural adjustment
programmes and the transition to market
economies have had on health, especially
among the poor. But in its implementation
chapters, the POA reverts to the market-ori-
ented policies that have actually widened dis-
parities in income, mortality and morbidity.
The POA urges governments to improve the
cost-effectiveness, cost-recovery and quality of
services by reintroducing user fees. It also asks
them to “promote the role of the private sector
in service delivery and in the production and
distribution...of high-quality reproductive
health and family planning commodities”; and
to “review legal, regulatory and import policies
...that unnecessarily prevent or restrict the
greater involvement of the private sector”.

More significantly, in the 1990s govern-
ments have started to implement health sector
reforms designed by the World Bank and other
donors, with the aim of improving the cost-
effectiveness of public health systems. Efforts
to address crises in the financing and delivery
of health care have taken different forms, but
they have a number of common elements,
including the pursuit of cost-effectiveness, the
introduction of user charges, decentralization,
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Table 7.3 — A feminist report card on the Cairo Programme of Action

New achievements

Remaining gaps and challenges

= Shift from population control to “reproductive rights
and reproductive health” paradigm; comprehensive defini-
tion of reproductive health including sexual health, inte-
grated with primary health services for all (Paras. 7.2, 8.8).

« Definition of “reproductive rights” as part of “already
recognized international human rights”; includes “the
right to attain the highest standard of reproductive and
sexual health”, “the means to do so”, “informed choice”
and freedom from “discrimination, coercion and violence”

(an end to targets and incentives—Paras. 7.3, 7.12, 7.22).

= Recognition of adolescent rights to all reproductive and
sexual health services, including “sexual education” and
full protection against unwanted pregnancy, HIV/AIDS and
other STDs (Paras. 7.2, 7.37, 7.45, 7.47).

- “Gender Equality, Equity and Empowerment of
Women” as a separate chapter; recognition of “the
empowerment and autonomy of women and the improve-
ment of their political, social, economic and health status”
as “a highly important end in itself”” (Para. 4.1).

= Recognition of all forms of violence against women,
including FGM, and measures to end them as integral to
reproductive health (Paras. 4.4, 4.9, 4.22, 4.23, 7.3, 7.6,
7.17).

« Shared male responsibility for childcare, housework, and
reproductive and sexual health as essential to gender
equality (Ch. 4-C).

« Encouragement of governments to expand and
strengthen ‘‘grassroots, community-based and activist
groups for women” (Para. 4.12).

= Recognition of the “diversity of family forms,” including
female-headed households, and the need for government
policies to benefit all, especially the most vulnerable (Paras.
5.1,5.2).

- Definition of reproductive health services as comprising
not only family planning but also prenatal and obstetric
care, infertility treatment, prevention and treatment of
HIV/AIDS, STDs and gynecological cancers (Paras. 7.6, 8.8).

- Target date of 2015 for reproductive health services,
increasing life expectancy, reducing infant and child mor-
tality and reducing maternal mortality (Paras. 7.6, 7.16, 8.5,
8.16, 8.21).

= Access to safe, legal abortion not recognized as part of
reproductive health and rights; deference to national laws;
where illegal, requirement of treatment for complications
only (Para. 8.25).

« Reliance on private market mechanisms (cost-recovery
schemes, user fees, health reform to assure cost-effective-
ness); increased involvement of private sector and deregu-
lation, rather than measures for global macroeconomic
restructuring, to generate resources and assure account-
ability (Paras. 8.8, 13.22, 15.15, 15.18).

= Ambiguous language about “the rights, duties and
responsibilities of parents” could compromise right to con-
fidentiality; inadequate resource allocations; absence of
multi-sectoral integration (e.g., health and education sec-
tors).

= No resource allocations or specified amounts for any
aspect of sustainable development, primary health care,
women’s empowerment and improved status, poverty alle-
viation or environment (Ch. 13).

- Treatment of “women” as a unitary category; failure to
recognize racial, ethnic and class divisions in access to
resources and services, and in health risks (except HIV/AIDS).

= No concrete strategies for implementation, no resource
allocations.

= No resource allocations or specified targets.

= Failure to expressly recognize affirmative sexual rights
along with reproductive rights, including right to diversity
of sexual expression and orientation.

= Specification of precise monetary target ($17 billion) but
imbalance in resource allocations: twice as much specified
for “family planning component” as for all of “reproduc-
tive health component” put together (Paras.13.14-13.15).

« Inadequate allocation of resources to reproductive

health component; no resources directed to necessary infra-
structure, poverty alleviation and enabling conditions.

Source: Petchesky, 1999
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and greater participation from private compa-
nies and NGOs. Many of these reforms have
been disastrous for poor women. Cost recovery
schemes in particular have prevented many
women from attending prenatal clinics. In
Zimbabwe, NGOs claim that this has led to a
fivefold increase in maternal mortality rates. In
Ukraine and Bulgaria, women who cannot
afford to pay market prices for contraceptives
are resorting to risky abortions. And while
decentralization should offer better access to
services, this assumes that local centres will be
given the necessary resources.

Of course, no one wants health systems that
are inefficient and wasteful. On the other
hand, it is surely wrong to have a narrow defi-
nition of cost-effectiveness as virtually the only
criterion of success, and to apply user fees as a
standard prescription. The World Bank’s World
Development Reports for 1996 and 1997 reiterated
the cost-effectiveness mantra. They endorsed
the goal of ensuring universal access to basic
health services, but argued that the best way to
achieve this was through privatization. They
encouraged governments to transfer less-effi-
cient hospitals to private markets, and to trans-
fer other services to private subcontractors
whom users would pay in cash or vouchers.
Whatever “universal access” means in this
context, it clearly does not mean universal
rights or universal coverage. Instead, it assumes
that all but the poorest will be able to pay for

treatment—either from their own pockets or
from private insurance.

Private providers are thus positioned to
make money out of what was formerly the pub-
lic social sector—and derive much of the
income from public revenues. Most citizens
then have to buy social services, leaving those
who cannot afford to pay—the most vulnera-
ble—to be protected by often non-existent
safety nets. In other words, health care splits
into a two-tier system: one part for the better-
off “health consumers”, for whom it becomes
just another commaodity; and another part for
the poor, for whom it becomes either another
form of public assistance, or just an unattain-
able luxury.

These changes have important implications
for reproductive health care. In population and
development strategies, the centre of gravity
has moved away from crude population control
and the distribution of contraceptives toward a
radical restructuring of health delivery systems.
Those in the driver’s seat are no longer the
demographers, but the health and develop-
ment economists. They present women with a
more complex scenario. On one hand, they
seek to empower women by engaging women'’s
NGOs as providers and monitors of services.
On the other hand, they disempower women
by cutting away at the state services on which
they depend.

Women’s NGOs can play an important role

Box 7.4 — Gender equality and gender equity

The terms equality and equity are often used interchangeably. But they are not the same.
They reflect an underlying tension within feminist circles, between those who want to
emphasize the importance of women having the same conditions as men, and those who
prefer to emphasize—and celebrate—women’s differences from men.

Gender justice demands both equality and equity. Equality means equivalence between
men and women—in economic resources, legal rights, political participation and personal
relations. Equity means a full recognition of women'’s specific needs—whether these arise
from historical patterns of gender bias, biological differences or social inequality.
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both as service providers and as civil society
advocates who scrutinize health providers. In
some cases they can function as partners of the
state, providing training and advice. But they
should not take over the state’s responsibilities
for the overall regulation and assurance of basic
health care. Nor should they cede their inde-
pendent critical voice. The most successful
models of national-level implementation of
sexual and reproductive health programmes—
in Brazil and South Africa, for example—are in
countries that have strong state institutions
that subscribe to principles of social solidarity
and justice. These countries also have strong
civil society organizations that push the state
forward and call it to account. In these circum-
stances, women’s NGOs can both co-operate
with and critiqgue government policies. In

many other countries, where the political con-
ditions are different, this combination is more
difficult to achieve.

Women’s education rights

Everyone accepts the importance of education,
and the world made enormous progress in this
area during the second half of the twentieth
century. Between 1950 and 1998, the global
literacy rate rose from 45 to 80 per cent.
Sustaining these increases remains a challenge,
as many children in school in developing coun-
tries are first-generation learners, and hence
their enrolment is vulnerable to changes in
national or parental circumstances. Moreover,
that still leaves 880 million people illiterate—
of whom two thirds are women. The worst
problems are in sub-Saharan Africa and South

Table 7.4 — Primary and secondary education by region

Primary school Secondary school
Gross enrolment ratio? Net enrolment ratio®? Net attendance® (%) Gross enrolment ratio?
1990-97 1990-96 1990-98 1990-96
male  female male  female male  female male  female
Sub-Saharan
Africa 82 67 59 51 61 57 27 22
Middle East and
North Africa 95 82 85 77 85 75 64 54
South Asia 105 81 65 50 74 62 52 88
East Asia and
Pacific 117 115 99 99 98] 93 67 61
Latin America
and Caribbean 107 104 87 87 89 90 48 52
Developing
countries 105 92 86 81 81 75 55 46
CEEY/CIS and
Baltic states 99 98 93 92 - - 82 82
Industrialized
countries 104 103 97 97 = = 105 107
World 104 94 88 84 81 75 61 54
Notes: & The number of children enrolled in a level (primary or secondary), regardless of age, divided by the population of the age group that officially
corresponds to the same level. b The number of children enrolled in primary school who belong to the age group that officially corresponds to primary schooling,
divided by the total population of the same age group. ¢ Percentage of children in the age group that officially corresponds to primary schooling who attend
primary school. d central and Eastern Europe.
Source: UNICEF, 2000
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Asia, where literacy rates are below 60 per cent.

These problems are likely to persist. Table
7.4, which shows the latest data for school
enrolment, reveals these considerable dispari-
ties between regions—but the figures may
mask some wide disparities between countries.
Thus, within sub-Saharan Africa, Botswana’s
net primary school enrolment ratio was 81 per
cent while Ethiopia’s was 28 per cent. Similarly
in Latin America, although the overall primary
school attendance level is above 90 per cent, in
Guatemala it is only 58 per cent. Within coun-
tries there are also disparities between social
groups. Thus in India the participation rate of
rural children lags 20 percentage points behind
that of urban children. And as table 7.4 illus-
trates, although gender gaps have been narrow-
ing, significant sex disparities remain—partic-
ularly in South Asia and sub-Saharan Africa.
These are two of the poorest regions of the
world, and many of the difficulties that girls
face in obtaining an adequate education are
clearly intensified by poverty. Indeed, the clos-
ing gender gap in some countries of sub-
Saharan Africa is attributed to a decline in the
enrolment of boys and only a marginal increase
in the participation of girls.

WHY POOR GIRLS GET LESS EDUCATION
A number of reasons have been put forward to
explain why girls confront difficulties in
receiving adequate education in the poorest
countries. Some are based on pressures within
the household. Others have more to do with
the kind of education on offer—which may be
more accessible or useful to boys than girls.
The most crucial decisions about education
take place within households—and are the
result of complex bargaining between men,
women and children. Negotiations will neces-
sarily involve a mixture of cultural, economic
and social factors—all of which overlap and are
difficult to separate. Despite their importance,
relatively little is known about these decisions:

while researchers are free to enter schools, they
have much less access to the intra-household
arena. However, it is possible to identify some
of the factors involved.

Many are linked to social attitudes and cul-
ture. In some societies, parents—judging what
they see to be the best interest of their daugh-
ter—may deliberately cut short her education
if they think it will undermine her future mar-
riage prospects. A prospective husband may
not want an educated wife, whom he would
find less easy to control. Thus parents may see
it as more advantageous for a girl to stay at
home and prepare for the responsibilities of
motherhood.

But more often families do not deliberately
reject education; they make an implicit or
explicit trade-off. Although parents might
want their daughter to go to school, they have
to weigh the benefits against the immediate
financial costs. The costs may be those of trans-
port, say, or clothes or books. Or they may be
the opportunity cost of losing their child’s
labour at home. While these judgements affect
both boys and girls, it is the girl who often loses
out. Even at an early age, a daughter may be
more valuable at home: she can perform more
useful tasks than her brothers within the
household, such as cooking or cleaning or car-
ing for even younger siblings.

In urban areas, where the pressures are dif-
ferent, it is the boys—who are easier to employ
in the informal sector—who may be kept from
school. In a number of Latin American coun-
tries, this means that boys’ enrolment in sec-
ondary education is lower than girls’. But there
is also an interaction between work and school.
In Latin American cities for example, many
children work as a way of paying for school.

The economic trade-off may also be a more
strategic one—judging which child will offer
better long-term returns. Even when primary
education is free, there are generally additional
costs for books or clothing that represent sig-
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nificant expenditures for poor families. Again
the girl may lose out, because even if education
does not diminish her chances of finding a hus-
band, it might be considered wasteful if she will
soon be leaving the family home. In this case, it
might be better to have an educated son who
can provide for parents in their old age. Yet this
may not necessarily mean educating the boy:
parents may well decide that their daughter is
more likely than their son to maintain closer
links with them after she leaves home.

In addition to economic considerations,
parents may also worry about their daughter’s
security—particularly after puberty. The dis-
tance between home and school may be cause
for concern. And parents may also be troubled
if she is being taught by male teachers, or if
there are inadequate toilet facilities. Some of
these doubts are grounded in fears of sexual
abuse—but parents can be equally sensitive to
the innuendo and rumour that might under-
mine their daughter’s marriage prospects. All of
these worries will tend to reduce a girl’s
chances of going to secondary school.

Decisions about whether a child should go
to school become more critical during times of
economic crisis. Families desperate for survival
will need as many hands at work as possible.
And when governments are strapped for cash,
they may choose to starve schools of funds or
make extra charges for tuition or books.

The factors influencing these decisions may
change over time. Thus if different jobs
become available that make it more worth-
while to educate girls, parents may come to dif-
ferent conclusions. Data from the Philippines
and Thailand, for example, suggest that the
expansion of employment opportunities for
girls is encouraging parents to invest more in
their education. But labour market changes
can also be damaging. An OECD/UNESCO
survey of literacy levels in seven industrialized
countries revealed that, on average, over 20 per
cent of adults have low literacy and numeracy

skills. This reflects not just the quality of
schooling, but also of the lack of “fit” between
the skills developed through schooling and the
skill requirements of particular work and cul-
tural environments. The declining enrolment
in formal education in the countries of Central
and Eastern Europe and the Commonwealth of
Independent States (CIS) is also being viewed
with some alarm.

DONOR-DRIVEN EDUCATION REFORMS
The Jomtien Conference in Thailand in 1990
was a landmark for international education
policy. It emphasized the need for greater
attention to basic education, identifying this as
one of the most important ways of promoting
human rights, fighting poverty and empower-
ing women. Basic education includes pre-
school, primary and adult education.

The 1980s and 1990s, however, were also
years of economic crisis and structural adjust-
ment programmes—which affected govern-
ments’ and parents’ abilities to improve chil-
dren’s educational opportunities. The majority
of African governments that adopted structural
adjustment programmes reduced the propor-
tion of GNP they spent on education.

In principle, the governments of developing
countries accepted the importance of educat-
ing girls, but in practice most of the impetus for
change has come from donors—multilateral
and bilateral. The most decisive pronounce-
ments on education have come from the World
Bank. For example, the Bank has been a major
participant in a research programme measuring
“rates of return on education” (ROREs)—and
has drawn some policy conclusions from it that
have major implications for resource allocation
to and within the education sector.

The World Bank’s policy directives have
had two main parts. The first was a concentra-
tion on primary education, which was thought
to offer the best value for money. This was
partly because primary education was cheaper:
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the same sum of money could cover more pupils
than when spent at secondary or tertiary levels.

But the basis of the World Bank’s policy
conclusions has been challenged on several
points. The evidence for the higher rates of
return on primary education compared to sec-
ondary education in sub-Saharan Africa, for
example, is ambiguous and there are many
counter-examples. Moreover, the analysis has
tended to be static: rates of return calculated
for one period may not be valid under different
economic conditions. In fact, rates of return for
primary education in sub-Saharan Africa have
tended to fall during periods of economic crisis.
Thus an education policy based on rates of
return can produce a tragic situation in which
educational institutions are starved of funds
because of their apparently low rates of return—
as measured at a particular point in time.

Some of the benefits of primary education
were economic: an educated population would
boost national productivity. Others were con-
cerned with family welfare—particularly
health and fertility. Educating a girl was
thought to be especially valuable, since when
she became a mother she could improve her
family’s standards of hygiene, nutrition and
health. Just as important, an educated mother
was expected to have a smaller family. She
would be likely to marry later and know more
about contraception. And she would have a
better chance of working outside the home—
which would decrease the time available for
looking after children. Primary education
would thus result in smaller families.

Governments who accepted this analysis
tried to achieve universal access to educa-
tion—and to make sure that girls had the same
opportunities as boys. Thus Bangladesh, for
example, introduced a Food for Education
Project. It gave poor households that sent their
children to school 15 kilograms of wheat per
student—this, not surprisingly, resulted in a
sudden boost in enrolment.

The Bank’s second main policy thrust in
education has been concerned with efficiency
and managerial reform. As in most other
aspects of public sector expenditure, govern-
ments and donors have been looking for ways
to make education systems more cost-effective.
First, there have been efforts to decentralize
education, shifting more control over schools
to regional and local levels—on the grounds
that local people can monitor activities more
effectively. Second, there have been moves to
privatize education systems, particularly at the
secondary and tertiary levels. Third, within the
public sector there have been attempts to
introduce or increase user fees. These fees can
take many forms: in Nicaragua, for example,
schools charge rents on textbooks. In Zambia,
parents are expected to contribute to the par-
ent-teacher association and the school fund as
well as paying for books.

These two main parts of the Bank’s policy
directives—maximizing access while trying to
operate more cost-effectively—are to some
extent contradictory. Access is usually dimin-
ished by user fees, which deter the poorest par-
ents. So it is not surprising that the results are
mixed. For the developing countries as a
whole, there does seem to have been an
increase in access, at least in terms of primary
enrolment. But drop-out rates remain high,
and there is also evidence of sharp differentia-
tion across social and economic categories.

Moreover, as chapter 2 indicates, develop-
ing country governments wanting to prove to
donors and international creditors that they
are spending more on primary education—at a
time when budgetary resources are not increas-
ing—have reduced the coverage and quality of
other services like secondary education and
vocational training. This trend is particularly
worrying given that the availability of good-
quality, secondary education—that is physi-
cally and socially accessible—has been found
to influence primary school participation, par-
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ticularly for girls. And ironically, it has been
shown that the much-publicized benefits of
female education, in particular fertility decline,
tend to set in at higher levels of schooling. In
other words, primary schooling alone does not
produce significant effects.

QUALITY LAGS BEHIND QUANTITY
Increased access to education is vital for girls.
But there is little evidence that education on
its own will improve women’s situation. It may
simply improve their capacity to become more
efficient mothers and housewives—or even
their capacity to play a subordinate role.
Women in industrialized countries have long
had equal educational access but, as the first
section of this chapter shows, this has yet to
register in terms of political power.

Part of the problem lies in schools them-
selves, which tend to reflect the values of the
wider society. They are designed to produce
another generation of citizens similar to the
previous one. As a result, many girls find they
are being schooled for subordination. Text-
books and lessons still bear gender stereotypes.
Teachers—both male and female—often give
more attention to boys and distribute responsi-
bilities in school in gender-biased ways. Girls
may routinely do housekeeping tasks that boys
would regard as a punishment. In Zimbabwe,
for example, one study found that teachers felt
it was their duty to guide pupils toward “gen-
der-appropriate” behaviours. And in text-
books, women are presented as housewives
who cook and clean and nag; the father takes
the important decisions, while the mother is
just the supporter.

Women may also find that non-formal edu-
cation has many of the same defects. The dele-
gates at Jomtien committed themselves to
improving standards of informal education.
But this has received far less attention from
donors—and minimal funding. Most of the
work has been left to NGOs. Generally, they

have emphasized literacy training, information
on health and nutrition, and activities for
income generation—often reflecting many of
the same gender biases as formal education,
assuming that women need to be prepared for a
role as “helper”. Similar biases are evident in
vocational training, where women tend to be
confined to such areas as sewing or cookery.

But just as education can perpetuate exist-
ing gender roles, it can also help to subvert
them. A number of positive examples have
emerged in South Asia. In India, the
Shikshakarmi Programme of the Rajasthan
government has opened up access for girls in
remote areas by making schools more flexible
in their timing and location—and it has also
helped enhance the status of women. In
Bangladesh, BRAC is one of the best-known
examples of a non-formal programme that
draws women into relevant and useful educa-
tion. But there have been many others. The
REFLECT approach to women’s literacy—
developed in Uganda, Bangladesh and El
Salvador—not only promotes basic literacy but
also enables women to reflect on their own cir-
cumstances and take individual or collective
action. Nevertheless, recent education reforms
driven by public austerity measures have struck
at teachers, rather than supporting them as the
lynchpins of efforts to improve the quality of
education. Demoralized teachers and systems
starved of funds can rarely make for innovative
education programmes.

Women’s economic rights

One of the benefits of education for women
should be to enhance their economic entitle-
ments. WWomen are certainly more likely to be
working than ever before. Between the 1950s
and the end of the 1990s, the proportion of
women aged 20-59 who were in the labour
force increased from around one third to one
half. The current participation rates by region
range from 14 per cent in North Africa to
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76 per cent in East and Central Europe (figure
7.2). To some extent the increase in participa-
tion is a statistical artefact—it reflects better
ways of recording seasonal, unpaid family and
casual wage labour.

But it does also reflect a number of real
changes. First, more women must now work to
ensure family survival—in the face of declining
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real wages and the increased monetary cost of
subsistence resulting from cutbacks in both
public services and subsidies for staple foods. In
an increasing proportion of two-adult house-
holds, both partners now work. Data from
Latin America suggest that in at least one quar-
ter of urban households, the female partner
works—and contributes, on average, around 30

Home life. Chattera village, India
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per cent of the household’s income. Without
women’s income, the poverty indices in most
Latin American countries would rise by 10 to
20 per cent.

A second factor is the increase in the num-
ber of women-headed households—in which
women are required to meet the monetary cost
of household survival from their own labour.

A third reason is that there has been a
greater demand for women workers in particu-
lar sectors of the economy that have experi-
enced long-term growth. Many industries
employing a high proportion of women have
expanded rapidly in response to globalization.
Much of this is low-skilled manufacturing—
notably in garments, footwear and electronic
products—and “non-traditional” agricultural
products such as cut flowers, seasonal fruits and
vegetables. At the same time, with the increas-
ing emphasis on cost-cutting competitiveness,
firms have been searching for ways to reduce
their labour costs. This has often meant
changes in the structure of the labour market—
away from formal, full-time employment with
entitlements, such as unemployment and sick-
ness insurance, pensions and maternity bene-
fits. Instead, people must work in more flexible
ways—whether part-time, temporary or casual.
And this is more likely to involve women. In
most industrialized countries, women make up
70 to 80 per cent of part-time employees.
Women also make up the majority of home-
workers. In Argentina more than four fifths of
waged home-workers in the clothing and
footwear industries are women.

In many cases, women’s participation has
increased at the expense of men’s. In half the
developing countries for which data were
available, over the period 1975-95 the female
participation rate rose while the male rate fell.
The global labour force has become more
female—rising from 36 per cent in 1960 to 40
per cent by 1997. Is labour force participation
translated into economic rights?

Opportunities for work and income have
transformed the lives of millions of women.
Increased levels of education and changing
methods of production mean that women are
more likely to be found in positions of greater
responsibility. But there is still some way to go.
Because of increasing labour market flexibility,
it has been very difficult for women to translate
labour market participation into economic
entitlements—which can be conceived of as
rights—through engaging in paid employment.

The conditions of work in sectors where
women are now working are far from adequate.
In export manufacturing and agribusiness,
women rarely have contracts of employment
that guarantee adequate job security, training
opportunities, unemployment and sickness
insurance, or pensions. In globalized agribusi-
ness, for example, advances in communica-
tions, transportation and refrigeration have
made it possible for corporations to supply
Northern markets with fruit and vegetable

Figure 7.2 — Women’s labour force

participation, 1980s and 1990s
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products from the South. These products range
from Chilean kiwis to South African grapes
and Colombian flowers. In Chile, for example,
women in the export fruit sector work on tem-
porary contracts—or no contracts at all—and
so cannot accrue sufficient time in a job to
have entitlement to maternity benefits, sick-
ness leave and other social security provisions.
And there is ample evidence of women suffer-
ing sexual harassment.

Women working in the feminized manufac-
turing sector fare little better. Many face health
hazards—both physical and mental. The work
is often repetitive, monotonous and fast, and it
involves long working hours and exposes
women workers to carcinogens. This very often
leaves young workers prematurely “burned out”
in the labour process. And in the case of cleri-
cal work, such as data entry, for industrialized
countries there is considerable evidence of
muscular-skeletal disorders, eyesight injuries,
stress and fatigue, skin conditions and repro-
ductive problems.

In recent years there has also been some
controversy over the issue of gender wage gaps.
Some observers claim that men’s and women’s
earnings have converged. But such conclusions
can only be regarded as tentative, given the
poor quality of national statistical evidence—
which does not endorse the hypothesis of gen-
eral wage convergence. Moreover, where there
has been some evidence of convergence—in
Canada during 1990-91, for example—it has
resulted from male wages dropping rather than
female wages rising. In other words, men’s and
women’s wages may have converged, but this
has happened through a process of harmoniz-
ing down—hardly the ideal way to achieve
gender equality.

The precarious nature of women’s work also
means that they are more likely to be unem-
ployed. In the industrialized countries, unem-
ployment rates for women can be 50 to 100 per
cent higher than those for men. In developing

countries the trend is less consistent. In the
newly industrialized economies of Asia, for
example, unemployment rates are higher for
men than women, but in South Asia women
fare much worse than men.

The increase in women’s economic partici-
pation in the global economy has thus been
paralleled by a deregulation in the conditions
of work and in work-related entitlements. This
relationship must challenge the view that
increased participation in global markets
brings those outside “economic citizenship”
into a situation where their economic rights
can be exercised and entitlements accessed
through labour market activity.

WORK AND EMPOWERMENT

The opportunity to work outside the home has
opened up new vistas for millions of women.
Even the difficult and low-paid work in the
garment factories of Bangladesh has trans-
formed the prospects of the million or so
women now working there. Every morning the
streets of Dhaka are crowded with confident
young women striding to work.

But to what extent does this constitute
empowerment? If women are bringing wages
into the home, this should give them a stronger
bargaining position. In some instances this
does happen: women who are earning wages
have been able to renegotiate the terms of their
domestic relationships, and some women have
been able to walk out of, or not enter into,
unsatisfactory relationships. But not always. A
number of other studies in South Asia have
found that many women still hand their wages
over to their husbands.

Moreover, even if women wage earners have
increased scope for manoeuvre at home, they
may be subject to different patriarchal controls
in the factory. This helps keep women workers
poorly paid and vastly unprotected in jobs that
are sometimes dangerous.

From a gender perspective, the most persis-
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tent problem is the lack of connection between
production and reproduction. Market economies
assume that new workers appear costlessly at
the factory gates—already healthy, nourished
and educated. All the employer must do is pay
for that day’s labour. While in industrialized
countries the state takes some of the responsi-
bility for social reproduction, in developing
countries the task remains primarily one for
women. The women working in the garment
factories in Dhaka have plenty to do when they
get home: a survey in 1990-91 found that they
were not only undertaking more hours of paid
work than men—56 hours per week compared
to men’s 53 hours—they were also doing 31
hours per week of unpaid household work,
compared with only 13 hours done by men.

STRATEGIES FOR ACHIEVING

ECONOMIC RIGHTS

Men and women have very different experi-
ences in a market economy. Fortunately, there
is now much greater recognition of this—and
there have been initiatives at many levels to
address the related problems. Women’s groups
have been lobbying to ensure that gender issues
are raised in national and international institu-
tions. Women in Development in Europe is a
group that has been pressing for gender issues
to be raised in trade negotiations. And a num-
ber of countries, including Australia, Barbados,
Canada and South Africa, now have Women'’s
Budget Statements to review national budgets
for their impact on women.

There have also been greater efforts to orga-
nize women workers. Women and men alike
have been affected by the weakening of trade
unions. This is partly due to the more flexible
nature of employment, which is less likely to
produce a stable workforce. But it has also been
deliberate policy to exclude trade unions from
many of the factories where women work.
Women make up around 90 per cent of the
workforce in the 850 or so Export Processing

Zones around the world, where they are gener-
ally denied the rights to organize.

Although trade unions have had limited
success, there has been support from women'’s
NGOs. They have been active, for example, in
the maquila factories of Mexico and Central
America, which assemble final products from
imported goods and parts. In Mexico, Women
Group X offers women maquila workers educa-
tion and various types of support, including
protection from sexual abuse. A similar centre
has been established to support young women
workers in Lamphun in northern Thailand.

Women’s groups have also made efforts to
organize women working in the informal sec-
tor. One of the best known-models is the Self-
Employed Women’s Association (SEWA), in
India, which is concerned with its members’
productive and reproductive roles—providing
services for individual traders as well as child-
care and maternity services. Likewise, the Kenya
Women Workers Organization brings together
women outside traditional trade union structures.
One of the most important developments for
individual women entrepreneurs has been the
extension of micro-credit services. The Grameen
Bank is the highest-profile example, but a high
proportion of NGOs and international devel-
opment agencies are now promoting micro-
credit for low-income women based on similar
systems of group solidarity. These may improve
women’s economic situation—but very often,
with their inflexible repayment schedules, they
can also add to women'’s stress and expose them
to harassment from family members (who may
be using the loans) and those dispensing and
recovering the loans. Still, it does appear that
the collective aspects of these services—which
bring women out of their narrow domestic
environments—do improve women’s well-
being and give them greater autonomy.

It is vital to improve the opportunities and
rewards for working women. But in a world
where many social service duties are being
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assigned to communities and families, the cru-
cial issue is still that of women’s responsibility
for family care. Until there is a greater recogni-
tion of the links between work and social
reproduction, women’s greater participation in
the workforce will simply reflect and perpetu-
ate existing gender biases. Fortunately, as more
women have become regular labour force par-
ticipants, there is greater recognition of the
importance of the range of reproductive and
caring services they provide. Loss of “economic
citizenship” while absent from the labour force
to fulfil the role of care-giver has therefore
become more transparent. To overcome the
existing bias in systems of social protection,
“care” must become a dimension of citizen-
ship—entailing rights equal to those associated
with employment.

A counter-alliance for women

Women’s groups and NGOs have become
increasingly visible and vocal at both national
and international levels. Their commitment
and expertise shaped the character of the UN
conferences of the 1990s. At the same time,
the conferences themselves, and the UN sys-
tem, have provided a vital forum and a frame-
work through which a transnational women’s
movement coalesced. At the national level,
democratization has meant that the state now
speaks the language of gender equality and
equity, and there are more opportunities for
interaction between women’s advocates in civil
society and gender bureaucrats inside public
administration.

Yet despite advances in women’s formal
rights, a number of persistent problems limit
the degree to which these rights result in tan-
gible gains for the vast majority of women citi-
zens. Economic crises and market-driven poli-
cies are in ascendance everywhere and cast a
shadow over these achievements. As a result,
formal rights have not been matched by sub-
stantive rights or, for most women, by an

improvement in their quality of life.

The restructuring of the social sectors in
particular imposes a disproportionate burden
on working women—especially those from the
poorer social strata—who are forced to stretch
their already long working days in order to
compensate for public sector shortfalls.

Even the proliferation of transnational
NGO activity in recent years has a sobering
underside—hazards such as bureaucratism and
donor dependence. Women'’s groups and NGOs
have not escaped such dangers. If they want to
maintain their legitimacy and their claim to be
representative of women’s interests, women’s
NGOs and their leaders will have to
strengthen their ties to women’s grassroots
social movements and community-based organi-
zations. At the same time, women’s NGOs also
need to work more closely with other develop-
ment NGOs and movements that are attempt-
ing to change global macroeconomic policies
and structures. This would improve under-
standing of the linkages between personal and
social rights—especially for women—and also
form a stronger force for social change.
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Development agencies and governments
now claim to be pursuing people-centred
sustainable development. The rhetoric
may have changed; the practice seems
familiar.

Two core themes came together in the 1990s to
create a more ambitious development agenda.
The first was sustainable development. This
term was widely adopted following the
Brundtland Report in 1987 and encapsulated
the need to protect the environment for the
current and future generations—an imperative
echoed at the Earth Summit in Rio in 1992.

A second major theme of the 1990s was
human development—elaborated in the
UNDP’s Human Development Reports. These
reports insisted that the primary purpose of
development was not to boost economic
growth but to improve people’s lives, and that
the best way to do so was to expand the choices
available to them—to ensure that they had the
capacity and the opportunity to shape their
own futures.

By the time of the Social Summit in 1995,
these ideas had been brought together—as sus-
tainable human development or as people-cen-
tred sustainable development, or in any num-
ber of other ways. The exact combination is
probably less significant than the general
intention—to argue that economic growth
should not be allowed to degrade the environ-
ment; that it should be the kind of growth that
benefits the world’s poorest people; and that
local participation should shape development
programmes and projects.

Development agencies accepting these prin-
ciples would have to operate in a different way.
First, they would need a broader vision. They
would have to set aside their narrow, sectoral
fixations on population, say, or infrastructure
or food production. Instead they would have to

be alert to the ways in which all these issues
and others form a dynamic and integrated
whole. Second, they would need a different
way of working. Rather than preparing top-
down, central master plans, they would have to
be more responsive to local needs and con-
cerns, and co-operate closely with communi-
ties and the disadvantaged—Ietting them set
the priorities and facilitate project implemen-
tation. All in all, they would work in a more
integrated fashion—constantly aware of the
complex linkages between economy, society
and environment.

This proposed change of direction has
yielded a fine new crop of development jargon.
Most agency documentation is now peppered
with such terms as empowerment, participa-
tion, integrated conservation and develop-
ment, community-based resource management
or sustainable livelihoods. Difficult enough to
say, but even more demanding to perform. This
chapter assesses progress in four areas where
initiatives associated with people-centred sus-
tainable development have been prominent:
urban planning, agriculture, water manage-
ment and forest conservation. It also identifies
some of the main constraints that make it diffi-
cult for development agencies to practise what
they preach.

Sustainable cities
Many of the most pressing social and environ-
mental problems are to be found in cities. In
the industrialized countries, three quarters of
the population lives in urban areas, and devel-
oping countries are moving rapidly in the same
direction—74 per cent of Latin American and
Caribbean populations already live in urban
areas. Africa and Asia have further to go, but
one third of their populations are now urban.
Globally, 60 per cent of the world’s population
will live in towns and cities by 2025.
Although cities in developing countries are
growing from natural population increase, this
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is boosted by rapid immigration from rural
areas. New arrivals often settle in slums and
squatter settlements. Despite the squalor of
slums, most people consider this to be an
improvement over rural life. Their new homes
may be more crowded and hazardous, but their
location also offers some forms of security. In
extreme circumstances, city dwellers are more
likely to find food and medical care—particu-
larly important for women and infants, who are
much less likely to die in cities as a result of
childbirth. People in cities also have more
diverse opportunities for work, and are less
likely to experience extreme poverty than
those in rural areas. Beyond the advantages of
today, there is also the promise of tomorrow.

In the industrialized countries a century ago,
many cities grew more slowly. Some managed
to create new forms of social solidarity as com-
munities grew up around factories and work-
places, and people came together in trade
unions and tenants’ groups. But the mush-
rooming cities in the developing countries are
expanding in very different circumstances. Few
of the new migrants to Jakarta or Lima can
expect to find formal employment when they
arrive, or to live or work in stable communities.
Even in modern industrial Sdo Paulo, 43 per
cent of the population earns its living in the
informal sector.

These and other conditions mean that some
city dwellers are difficult to organize. Usually
they live in one part of the city and work in
another. And they may not be permanent resi-
dents. For example, rural men come to find
work during the agricultural slack season. And
people may only come for short periods.

Another difference today is that the poorest
communities in many mega-cities of the devel-
oping world are less likely to be found crowded
in inner-city tenements. Often the poor live on
the urban periphery, sometimes in vastly
expanded “villages” that are effectively cities
in their own right.

LocAL AGENDA 21

The Rio conference considered ways to
achieve sustainable development in cities, and
spelled out the priorities in Chapter 28 of
Agenda 21—known as Local Agenda 21. In
order to promote this, a new international
NGO was created, the International Council
for Local Environmental Initiatives (ICLEI).

This has stimulated a wide range of activi-
ties. An ICLEI survey conducted in 1996 found
that more than 1,800 local governments in 64
countries had Local Agenda 21 activities. Most
of these were in industrialized countries that
had specific Local Agenda 21 campaigns
already under way. But campaigns had also
been started, or were about to start, in a num-
ber of developing countries, including Bolivia,
Brazil, China, Colombia, Malawi, Peru, the
Republic of Korea and South Africa.

What has all this achieved? Not enough.
One of the problems has been conceptual.
Many people believe that the key to success is
better urban environmental management—
what has been called the “brown agenda”.
They have assumed that, when combined with
more democratic governance, this will auto-
matically lead to sustainable development. But
this is not the case. Catalytic converters for
cars, for example, may result in cleaner air but
do nothing to reduce energy consumption, and
may even increase it. And if communities
become more adept at waste disposal than at
recycling, they will make their environment
more pleasant but no more sustainable.

In terms of their use of non-renewable
resources, most cities in the South are already
probably more sustainable than those in the
North, where people consume at much higher
levels. But they have done little to enhance
their sustainability. Local authorities and
development organizations have understand-
ably concentrated on the most pressing issues,
such as improving water supplies and managing
solid waste. They cloak these programmes in
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contemporary green language but do little to
further sustainability.

Nor has there been any consistent success in
promoting wider participation. While there are
many variations on what type of procedure
should be followed to promote planning and
management of urban sustainable develop-
ment, two key points are supposed to be
adhered to: the planning process should be par-
ticipatory, and responsibility should be shared
between public, private and community inter-
ests. In many countries there are two very dif-
ferent types of participatory process. First,
there are initiatives dominated by middle-class
citizens. In cities of Southeast Asia, for exam-
ple, the middle classes have become increas-
ingly vocal, determined to break with the auto-
cratic past and play a stronger role in local
government. But these initiatives tend to focus
narrowly on the quality of life in middle-class
neighbourhoods and have little if any relation
to issues of poverty or the wider city context.

Second, there are community development
projects in poorer neighbourhoods. This is evi-
dent in the Philippines, where communities
have been concerned with water supply and
sanitation and the difficulties of land tenure.
Such initiatives tend to involve poor commu-
nities assisted by NGOs, and sometimes by
international agencies or local government.
But, unlike middle-class groups, poor commu-
nities are not usually encouraged to get
involved in urban political processes.

Few of these initiatives have had much
impact on local government or the private sec-
tor. In fact, in poorer countries local govern-
ment itself has scarcely been in a position to
plan or control the development of cities. As
earlier chapters have indicated, public spend-
ing has been constrained by structural adjust-
ment programmes and policies of state sector
reform, which have tended to heighten the
vulnerability of the urban poor. Participatory
urban planning and management may be

helped by global efforts to promote decentrali-
zation, but broad-based participation is still
often blocked by local political systems based
on patronage.

If cities in developing countries are to pro-
mote sustainability, they will need to overcome
these divisions and the fragmented and piece-
meal approaches they encourage. This will
require stronger civic cultures. But fostering
civic cultures takes time, longer certainly than
most development agencies customarily con-
template. Local projects—such as health pro-
grammes or efforts to clean up the neighbour-
hood—can build confidence in the usefulness
of working together. But real progress will
require more assertive civic movements.

In addition to adopting horizons longer than
two or three years, agencies will also need to
foster a new politics of cohesion and collabora-
tion. Poor communities have to move beyond
self-help and participate more coherently and
forcefully both in local government and in the
wider urban political process. Until they do,
problems of local government corruption, divi-
sive patronage politics and poorly designed and
executed programmes are likely to persist.

International development agencies have
little experience with this kind of integrated
urban development. But there are some prece-
dents—for example, those involving USAID,
Swiss and German technical co-operation, the
World Bank Metropolitan Environmental
Improvement Programme and the UNCHS
Sustainable Cities Programme. A recent assess-
ment of aid strategies since the 1996 City
Summit shows, however, that while most donors
now recognize the importance of urban devel-
opment, it is generally not a priority in their
aid programmes. Many have urban projects,
but they often remain isolated and limited activ-
ities. There has been no sign of the anticipated
increase in international aid for urban develop-
ment nor of projects that promote sustainable
development planning and management.
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Sustainable agriculture

The world has proved remarkably successful at
food production. Growing enough to feed 6 bil-
lion people is quite an achievement. But distri-
bution is uneven and many of these people go
hungry. Although data remain very approxi-
mate, the latest estimates from FAO suggest
that the developing countries have around 800
million undernourished people.

As figure 8.1 indicates, the greatest numbers
of undernourished are to be found in Asia and
the Pacific. But more than half the countries
there have managed to reduce the numbers
over the last two decades. Sub-Saharan Africa,
which has almost a quarter of the developing
world’s hungry people, has been less successful.
Only 10 African countries made progress over
the period 1980-96, while 28 lost ground.

Malnutrition results from a combination of
factors. Often young children are not fed prop-
erly with food that is available in the house-
hold, and many suffer from parasites and ill
health. In some cases there may be an absolute
shortage of food in a particular country or area.
But more commonly the problem is that people

Figure 8.1 — Millions of undernourished,
1995/97

India - 204 Sub-Saharan

Africa - 180

Near East and
North Africa - 33

Source: FAO, 1999a

Latin America and
Caribbean - 53

China - 164

Other Asia
and Pacific - 157

cannot afford to buy food. Is this situation
likely to change in the future? There are vari-
ous schools of thought:

= Business-as-usual optimists—They argue
that food supply will always expand to meet
demand. Farmers will acquire more sophisti-
cated technology and can, if necessary, bring
more land under cultivation. Over the past
decade there seems to have been no shortage of
food, and prices have been falling—down 50
per cent for most commodities.

= Environmental pessimists—They follow a
neo-Malthusian line, believing that demand
will inevitably outstrip supply. Degradation of
land and other resources will reduce yields,
while more people will be eating beef from grain-
fed cattle. The only answer is to reduce the
number of consumers by controlling population.
= Rescuers from industrialized countries—
Industrialized countries produce more food
than they need, while many developing coun-
tries with weak infrastructure and fragile ecolo-
gies will never be able to feed their popula-
tions. Better to increase cereal production in
the modern farms in industrialized countries
and ship it to poor countries—as aid or in
exchange for other commodities.

= New modernists—They want to continue
the science-based Green Revolution-style agri-
culture. Farmers in developing countries
should use fertilizers, pesticides and irrigation
more intensively on their best land rather than
try to grow more on marginal land. There is
also the promise of genetically modified food
(box 8.1).

= Sustainable intensifiers—They argue for
greener production, saying that farmers could
grow more in unimproved or degraded areas
without damaging the environment. But farm-
ers will only be able to do this if they are given
the right incentives and can participate fully at
all stages—choosing the best techniques for
their own circumstances and exploiting their
own knowledge and ingenuity.
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Some of these positions overlap, and each coun-
try has representatives of all points of view.
During the past decade, many NGOs and
international aid agencies have been paying
closer attention to sustainability and what it
would entail. One notion that has gained cur-
rency is that sustainable agriculture involves
conserving and expanding many different
kinds of capital. These include natural capital—
land and water, for example, and the many nat-
ural processes—along with physical capital in

force—and social capital in the form of net-
works, relationships and institutions that bind
people together.

Proponents of sustainable agriculture point
to the fact that many assets are mutually rein-
forcing. When people are working together to
meet basic food needs, they may reinforce their
local culture—which may in turn feed back
into a determination to protect their environ-
ment. Farmers engaged in sustainable agricul-
ture have to ensure that as many of these assets

the form of roads and other infrastructure.
Then there is financial capital, whether in
stocks of money or access to credit. Also crucial
are human capital—a healthy and skilled work-

as possible are husbanded and accumulated
rather than depleted.

As with all development buzzwords, there
are considerable conceptual difficulties with

Box 8.1 — Can genetically modified (GM) crops feed the world?

In the early 1990s, GM crops were not produced commercially on farms anywhere in the
world. In 1997 they covered 12 million hectares; and in 1998, 29 million, mainly in
Argentina, Australia, Canada, Mexico and the United States. The advocates of genetically
modified foods argue that they offer an important way to feed the world’s hungry. This
is a doubtful proposition, especially because the world already produces enough food to
feed everyone. Total annual production currently amounts to 354 kilograms of grain per
person—enough to provide everyone with a nutritious and adequate diet.

Food is unavailable largely because people are too poor to buy what they need.
Farmers could already grow more to feed the hungry if there were sufficient “effective
demand”—demand backed up with hard cash. And poor farmers could also grow more
on their farms if they were able to use some of the cheap and readily available tech-
niques to improve their farms and livelihoods. These include techniques of nutrient
cycling, soil regeneration and the use of natural pests. Interestingly, the best evidence of
the success of these sustainable approaches comes from the very countries of Africa, Asia
and Latin America that some say are in most need of GM technologies.

But one should not dismiss GM foods entirely. It is important to distinguish between
the different types of GM technologies. Those currently on the market have mainly ben-
efited the companies producing them—herbicide-tolerant soya, for example, which locks
farmers into buying herbicide from the company marketing the GM seed. But poor farm-
ers could benefit from crops that may appear on the market in the next few years—engi-
neered to have tolerance to drought, say, or salt—if they can afford to buy the seeds.
They are more likely to get such access if the technology is produced by public-interest
bodies rather than by the transnational seed companies that will want to lock farmers
into dependent and expensive relationships.
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these new terms (box 8.2). Also, the emphasis
on accumulating all kinds of capital and on
their mutually reinforcing characteristics may
overlook important trade-offs. In practice these
forms of capital are interlinked, so using one
will usually mean the depletion of another.
Building a road means taking up land that
might have been used for forest or crops;
investing in motorized fishing boats may
deplete fish stocks; social conflict as opposed to
cohesion may be necessary to achieve more
equitable land distribution.

Governments face tough choices in deciding
between different development goals, and their
decision as to which takes priority is often more
political than technical. But the focus on sus-
tainability and these diverse forms of capital has
called attention to the need for broader agrarian
development strategies that consider economic,
social and environmental goals and impacts.

Most modern agriculture is based on a differ-
ent model. It has undervalued natural and
social capital—indeed, it often places no value
on them at all. This is because they are difficult
to assess in financial terms. How much is a vir-
gin forest worth, or a clean river? What value
can you put on a cohesive community? One
heroic estimate of the goods and services that
come from the world’s ecosystems put the value
in the range $16 trillion to $54 trillion per year.
But it is impossible to put a price on many nat-
ural assets such as the air we breathe.

The state of many rural workers around the
world—Iliving in poor conditions and suffering
ill health—also suggests that modern agricul-
ture often erodes human capital. In the
Philippines, for example, farmers using modern
pesticides have higher incidences of eye, skin,
lung and neurological disorders. One assess-
ment of the benefits of boosting production

Box 8.2 — Questioning the value of capital

formity and inequity.

There are dangers in adopting the term “capital”, particularly when referring to nature
and social structure or society. Capital can imply substitutability. One capital asset may be
exchanged for another and, provided the total asset base is not diminished, this could
still be said to be sustainable. The term also implies the possibility of assigning a market
price to things that, in society and in nature, are very difficult or even impossible to value.
Such presumptions do not take account of the cultural, moral, ethical and spiritual
aspects that may be associated with particular assets. Use of the word capital thus implies
that nature and society can be turned into bundles of commodities that can be readily
exchanged in an increasingly globalized market.

The term ““social capital” was popularized in the 1990s, and has served to emphasize
the developmental benefits that can flow from relations of trust and reciprocity, and
from connectedness and networks. But it is difficult to agree on exactly what social capi-
tal is. Some have stressed the importance of collaboration to solve problems. Others
emphasize the values of associational activity and organizational density. And some focus
on the dark side of social capital—how cohesiveness for one group can mean exclusion
for others. After all, a society may be well organized, have strong institutions and recip-
rocal mechanisms, but be based less on trust than on fear and coercion. Some associations
can also act as obstacles to development and sustainable livelihoods, encouraging con-
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through intensive pesticide use found they
were far outweighed by the health costs.
Modern agriculture appears spectacularly
successful partly because it disregards the dam-
age to these natural, social and human assets.
Thus between 1970 and 1995, wheat yields in
India rose from 1.2 to 2.5 tons per hectare, and
rice yields in China rose from 3 to 5 tons per
hectare. But this has been at the cost of using
much higher quantities of fossil fuels, whether
to provide the feedstock for fertilizer produc-
tion or the fuel to drive irrigation pumps.
When efficiency is measured in terms of energy
consumption, rather than output per hectare,
the picture changes: low-input organic rice
produced in Bangladesh or China is around 20
times more energy-efficient than irrigated rice
produced in Japan or the United States.
Development agency initiatives associated
with sustainable agriculture have attempted to
integrate natural processes, such as nutrient
cycling, nitrogen fixation, soil regeneration or
natural enemies of pests, into food production
systems (box 8.3)—and to make fuller use of
the local knowledge and diverse skills of farm-
ers. Moreover, sustainable agriculture is multi-
functional—it produces food and other goods

for farm families and markets, but it may also
contribute to a range of public improvements,
such as clean water or flood protection, and
may deliver other benefits such as biodiversity
and social cohesion.

In recent years, projects seeking to promote
sustainable systems have become much more
widespread, whether promoted by NGOs or
government agencies. An analysis of 45 initia-
tives across 17 African countries, for example,
found that 730,000 households had substan-
tially increased their agricultural output—
often increasing yields by 50 to 100 per cent.

POLICIES FOR SUSTAINABLE AGRICULTURE
While there is growing awareness in most
countries of the benefits of sustainable agricul-
ture, progress in promoting this type of cultiva-
tion has been slow. A 1997 review by the
Commission for Sustainable Development
concluded that implementation of the agricul-
ture and rural development objectives reached
at Rio five years earlier was still far from satis-
factory. Very few countries provide explicit
comprehensive national policy support for sus-
tainable agriculture. Some that do provide it
are Austria, Cuba, Denmark, Finland, Sweden

Box 8.3 — Reviving land in the Sahel

Large areas of dryland in Burkina Faso and Niger have been degraded. The combined
action of wind and water has sealed a thin surface layer that prevents further infiltration
by water. Most drylands have been abandoned and are devoid of vegetation.

One way of using the land again is through digging holes—known as zai in Burkina
Faso and tassas in Niger. These holes, 20-30 centimetres deep, are packed with manure to
provide organic matter and stimulate termite activity, and are then planted with millet or
sorghum. When the rains come, the holes fill with water—especially when used in con-
junction with other water retention methods such as stone bunds.

Farmers using these techniques have achieved striking increases in yields and have
shifted from deficit to surplus. These methods are labour intensive, however, and are best
suited to areas where there is family labour or where farm hands can be hired. In Niger
the system has spawned a network of young day labourers who have mastered the tech-
niques and who go from village to village to satisfy the farmers’ growing demands.
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and Switzerland. Brazil, Germany and India
have such policies in place at the level of cer-
tain regions or provinces.

A much larger number of countries have
reformed elements of agricultural polices
through, say, new regulations, incentives or envi-
ronmental taxes. In developing countries like
Bolivia, Burkina Faso, India, Indonesia, Kenya,
the Philippines and Sri Lanka, the economic,
social and environmental benefits of certain
programmes and policies to promote soil con-
servation, integrated pest management and
irrigation management have been impressive.

But the experience is likely to remain local-
ized unless some major constraints are over-
come. One is government inertia—maost inno-
vations have had to struggle against existing
national policies and conservative institutions.
Another is the lack of co-operation from the
suppliers of fertilizers and pesticides, which will
continue to push their wares. But there are also
social constraints. Modern agriculture has
eroded much of our social capital, both at com-

Thai farmers demanding higher prices for their crops.
Bangkok, Thailand

munity and national levels—particularly our
webs of trust. Farmers are often suspicious of
environmentalists who, they think, are trying
to restrict their freedom. Consumers are suspi-
cious of farmers, whom they accuse of produc-
ing second-rate or dangerous food. Many com-
munal and collective institutions have also
been weakened. Migration to urban centres or
abroad has often weakened rural communities.
And rural co-operatives and trade unions in
numerous countries have been undermined by
both governments and corporations.

A key challenge is to change the policy
environment, which does not reflect the long-
term social and environmental costs of
resource use. At present, many governments
subsidize high-input agriculture. So farmers
find it expensive to switch to resource-conserv-
ing or multi-functional agriculture. Some gov-
ernments have made piecemeal efforts to add
green tinges to modern farms, by offering
incentives to improve non-crop habitats such
as wetlands or hedgerows. But they have done
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little to ensure that policies and incentives are
interlinked—and that prices reflect real costs
more accurately.

Governments will also need to rethink their
economic policies. Structural adjustment pro-
grammes—often associated with high interest
rates, cheap food imports and weakened public
sector technical assistance programmes—have
devastated small farms in many countries. And
many landless labourers and peasant producers
even lack the most basic resource of all—land.
Yet land reform seems to have disappeared
from the agendas of many governments and
development agencies (box 8.4).

Agencies also need to change the way they
work with farmers. Instead of trying to deliver a
standard package of solutions to which the
farmers must adapt, they should co-operate
with farmers to explore what works best under
local conditions, and respond to farmers’ real
needs. Farmers often work best when they can
make a range of improvements, none of which
on its own may seem dramatic. Taken together,
however, these changes do not merely accumu-
late—they multiply. Sustainable agriculture is
not a concretely defined set of technologies, it
is a process of social learning.

Sustainable water supplies
Among the most important assets for sustain-
able agriculture are reliable supplies of water.
Attitudes to water management shifted signifi-
cantly during the 1990s. Changes were
reflected in both the Earth Summit and the
Dublin International Conference on Water
and the Environment in January 1992. The
declarations from both conferences merged all
the previous agendas—household water sup-
plies, sanitation, irrigation and power gene-
ration. From then on, the emphasis in all aspects
of water management would be on sustainability.
The new approach was understandable in
the light of increasing pressure on global water
supplies. Of the water withdrawn by human

beings, about 70 per cent is used for irrigated
agriculture, 20 per cent for industry and the
rest is for domestic and municipal use. On aver-
age all over the world, these activities are cur-
rently using around half the 12,500 cubic kilo-
metres of water that are readily available
annually. But the resources are distributed
unequally. Already, 460 million people live in
countries that are highly water stressed—
mostly in the Middle East, around the
Mediterranean and in sub-Saharan Africa.
One quarter of the world’s population is moving
toward a situation of high water stress.

The total availability of freshwater is, of
course, only a part of the problem. More impor-
tant is the question of access. Thus although
the Middle East and North Africa are among
the most water-stressed parts of the world, they
offer better access to safe water than countries
of Latin America and the Caribbean where
rainfall is more abundant (figure 8.2).

In the past, it was assumed that water supply
would require large-scale infrastructure, pri-
marily the responsibility of the state. But
increasingly it is argued that the private sector
and communities should take greater responsi-
bility, and that water-management schemes
should be on a smaller scale and involve full
participation of everyone affected. Water
resources planning has therefore shared the
same shift in thinking and in rhetoric as the
broader field of sustainable development plan-
ning. There is, however, a considerable gap
between intention and performance.

DAMNING THE DAMS

Some changes in policy have affected dam con-
struction. By 1997, there were an estimated
800,000 dams around the globe, of which
approximately 45,000 were higher than a five-
storey building. In recent years, dams have
become increasingly contentious—primarily
because of the large number of people they
displace. In India in recent decades, around
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4 million people have been displaced by reser-
voirs and irrigation schemes. In China, just one
project—the Three Gorges Dam—uwill dis-
place 1.3 million people. Dams also have
extensive ecological implications, affecting the
patterns of erosion and sedimentation down-
stream, as well as changing the nature of fish

populations and disturbing many fragile ecosys-
tems, particularly wetlands.

The extensive ecological and social costs of
large dams became widely recognized in the
1980s. The response of international financial
institutions, government ministries and con-
struction companies was generally to lay down

Box 8.4 — Land reform, the forgotten issue

rights of tenant farmers.

rural services.

One of the most persistent causes of poverty in rural areas is the maldistribution of land.
In most Latin American countries, the richest 20 per cent of farmers control around three
quarters of the land. In Southern Africa as well, large farmers hold much of the best land.
Even in densely populated countries in South Asia, such as Bangladesh, the richest 20 per
cent of households possess more than half the land.

Millions of poor farmers would benefit from land reform, though its character would
have to depend on local circumstances. Thus in Latin America, there is considerable scope
for redistribution. In South Asia, on the other hand, where even the largest farms are rel-
atively small, reforms could concentrate more on security of tenure and on improving the

Few countries have implemented wide-ranging land reform measures in recent years.
Although there have been numerous land reform laws, there has been little effective
enforcement. At the same time, there does not seem to have been much organized pres-
sure for land reform at the national level, except in some countries like Brazil and the
Philippines. Where changes in tenure have occurred, they have often come from redistri-
bution of public land—or have been the result of land invasion, a common tactic of the
rural poor in Latin America. In sub-Saharan Africa, changes in land tenure have often
worked against the rural poor: privatizing what were previously communal systems has
weakened security and communal solidarity.

Land reform seems to be less of a priority for international agencies now than it was
in the past. Some were enthusiastic about the potential for reform in the 1960s and
1970s. Indeed, FAO held a conference on agrarian reform in 1979, but it was never seri-
ously followed up. Today, in an era of economic liberalization, the preferred approach is
market-assisted land reform—extending credit to small farmers to help them buy land
from willing sellers. But this has taken place on a limited scale, and the beneficiaries have
rarely had the subsequent support they needed.

Some NGOs have played an important role, notably organizations such as Brazil’s
Landless Rural Workers Movement and the People’s Campaign for Agrarian Reform in the
Philippines. But many other NGOs have withdrawn from more contentious questions of
distribution and popular mobilization, and have concentrated more on achieving better

If there are going to be serious efforts to achieve people-centred sustainable develop-
ment, both NGOs and official development agencies will have to look again at land reform.
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improved guidelines and carry out social and
environmental impact assessments. But these
planning approaches can be highly flawed.
Impacts often occur in areas far beyond the
spatial scope of a particular project, and are
thus not recognized by project developers—as
occurred in the case of the Pangue and Ralco
Dams in Chile. Serious impacts may also occur
well after project development, but these are
often not examined or anticipated.

In addition, impact assessment requires vast
amounts of data that are often extremely diffi-
cult to gather. Southern countries often rely on
expatriate consultants, who may lack both
time and knowledge of particular regions.
Their analysis may also lose some of its critical
edge, given the competitive commercial envi-
ronment in which consultants operate—par-
ticularly when they conform to narrow terms of
reference or when their prospects for future
work depend on the conclusions they reach.

A number of organizations have tried to
develop more effective ways of assessing the
impact of dams, engaging more directly with
the people affected. But it has taken
widespread public protest in both industrialized
and developing countries for the issue to move
to the top of the environmental agenda.

A pivotal protest concerned the Narmada
Valley Project in India. This included con-
struction of the Sardar Sarovar Dam, a further
135 medium dams and 3,000 minor dams.
Construction began in 1985, with funding
from the World Bank. Local communities and
NGOs were outraged at the implications—the
dam would displace 152,000 people in 245 vil-
lages. Their protest movement, Narmada
Bachao Andolan (Struggle to Save the Narmada
River), organized demonstrations and hunger
strikes. International NGOs that were increas-
ingly mobilizing against large dams weighed in—
lobbying the US Congress and the World Bank.

Eventually, after a highly critical indepen-
dent review in 1993, the World Bank withdrew

its support. Under pressure from Friends of the
Earth, the Japanese government also sus-
pended aid for the project. The Indian govern-
ment nonetheless pressed ahead until 1995,
when the Supreme Court of India ordered con-
struction of the dam wall to stop at 80 metres
high (out of 136 metres), later raising the limit
to 85. Meanwhile, the reservoir continued to
fill and the protests and arrests persisted.

Although dam building has slowed some-
what in recent years, around 1,600 dams are
currently under construction in 42 countries.
The scale of international protest against large
dams has, however, given international agen-
cies pause (box 8.5). In 1998, the World Bank
and the World Conservation Union (IUCN)
established the World Commission on Dams—
which will present its first report in June 2000.
Commissioners range from the chief executives
of construction companies to the founder of
Narmada Bachao Andolan.

Figure 8.2 — Access to safe water

by region, 1990-98
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The experience with alternatives to large
projects is limited but growing. Smaller scale
catchment management systems have been
developed, for example, in Bolivia, India,
Pakistan and Peru. There have also been some
attempts to link floodplain communities with
dam managers, and integrate upstream dams
with downstream water users, as in South Africa.
Nonetheless, the dam construction framework
still tends to involve remote planners and
politicians weighing up costs and benefits, and
taking a decision that is purportedly in the
wider national interest. Participation of the com-
munities directly affected rarely comes into it.

NEW CHANNELS FOR IRRIGATION

More than one third of all dams are designed
primarily to provide water for irrigation—and
many other dams have an irrigation compo-
nent. Other irrigation systems depend on
diverting river water or pumping groundwater.
But whatever the source of water, many large-
scale schemes also have a poor social and envi-

ronmental record—particularly in Africa,
where they have proved difficult and expensive
to implement. Schemes depending on surface
water frequently have their canals blocked by
sediment, and those that use pumps often suffer
from poor maintenance.

Apart from technical difficulties, there can
be social conflict. If the flow of water is unreli-
able, farmers in various parts of the system—
the “topenders” and the “tailenders”—will try
to take what they can, when they can. And
planners have frequently ignored gender impli-
cations, generally targeting support at men,
even though in much of Africa farm work is
done primarily by women. Extensive irrigation
systems can also create pools of standing water,
which can cause health problems. In the
Gerzira Project in Sudan, for example, the
canals provide an ideal breeding ground for
snails. Around 60 per cent of adults and 80 per
cent of children in this area now have bilharzia.

In the 1980s, the poor performance of large-
scale irrigation systems was part of the reason

Box 8.5 — International protests against dams

Protests against dams have become increasingly internationalized. The Ecologist, a British
magazine, began to campaign against large dams in the early 1980s; and activities in the
United States over the same period eventually produced the International Rivers
Network and the newsletter World Rivers Review. In 1988 activists met in San Francisco
and demanded a moratorium on all new dam projects that failed to ensure participation
by those affected. They also demanded full access to information on new undertakings—
including data on their potential environmental, health and economic effects.

These demands were reiterated in 1994 in the Manibeli Declaration, named after one
of the first villages to be submerged by the Sardar Sarovar Dam in India. The document,
which called for a moratorium on loans for large dams until certain conditions were met,
was signed by 326 groups and coalitions in 44 countries. It was presented to the World
Bank on its 50th anniversary. In March 1997, the first international meeting of a group
called People Affected by Dams was held in Curitiba, Brazil. The following month, there
was a meeting in Gland, Switzerland, co-sponsored by the World Bank and the World
Conservation Union. It was attended by senior IUCN and World Bank officials, critics of
large dams, representatives from dam-building companies and agencies, and dam-
affected people. It ended with agreement to found the World Commission on Dams.
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for a decline in investment. The World Bank
and others, on observing that more and more
projects were uneconomical, searched for alter-
natives. Often they decided to reduce the scale
of schemes, hoping that smaller ones would be
better matched to local needs.

In practice, they did not achieve a great
deal. First, they lost the economies of scale:
many small dams cost more than one large one.
Second, they did not change the nature of the
schemes—they merely offered scaled-down
versions of large projects, and implemented
them in the same over-managed bureaucratic
fashion. FAO and UNDP initiated small-scale
irrigation schemes in Turkana, Kenya in 1979,
for example, but found that they performed
erratically, were environmentally destructive,
and were also expensive—more than $20,000
per irrigating household.

By the end of the 1980s, the poor perfor-
mance of many smallholder irrigation schemes
caused yet another re-evaluation. One of the
most common solutions was Irrigation
Management Turnover (IMT)—making asso-
ciations of farmers or other private entities
responsible for running irrigation schemes in
the hope that they would have a stronger inter-
est than local bureaucrats in keeping systems
working. This change was also congruent with
the general ethos of structural adjustment and
privatization.

IMT can take many different forms: in some
cases, as in South Asia, farmers’ associations
co-operate with official irrigation agencies; in
others, as in China, Indonesia, Mexico and
Turkey, they replace them. This might seem an
obvious direction, but it is not an easy option.
First, it assumes that the system is actually
working—»badly designed or poorly functioning
schemes are unlikely to be rescued by handing
them over to farmers. Second, farmers must see
some economic benefit in taking on this com-
mitment. If their participation in running a
scheme means they face greater fees and costs,

they must have correspondingly greater eco-
nomic returns. Third, IMT assumes that the
government and its officials are sufficiently
flexible to adapt to this new environment.
Fourth, and most important, there must be
effective user groups. In practice, many lack
the necessary technical or management
skills—and when they do work, they are often
dominated by the richer farmers.

Another approach has been to start from
existing indigenous irrigation schemes—
expanding them perhaps, or making them
more efficient, or introducing more formal user
groups. Some traditional irrigation systems
have exploited natural flooding in wetland
areas; others have involved redirecting normal
water flows—as in the hill-furrow irrigation
systems of East Africa or the Himalayas. Others
have promoted different ways of raising
groundwater.

The principle of building on indigenous
knowledge has a history of its own. In South
Asia, for example, British colonial planners
often appropriated and rehabilitated existing
canal systems. While it is possible to make use-
ful improvements, there are also dangers—
technical improvements may undermine what
was working already, and imposing new stan-
dard and formulaic systems of management
may cause an informal system to collapse.

Informal systems generally have sets of rules
about who is entitled to water, and when. But
these are built on relationships that are diffi-
cult to codify. The Marakwet irrigation system
in the Keiro Valley in Kenya, for example, has
formal rules, but these are supplemented with
many other day-to-day arrangements that
include everything from borrowing to stealing.

Whatever the system, it is clear that it has to
achieve sustainability and equity. Water
resources planning needs to be taken out of the
offices and into the villages and town squares.
Only then will it address the real bottlenecks
in production, and propose manageable tech-
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nologies and appropriate institutions for sus-
tainable solutions.

Forest conservation

Another key element of sustainable develop-
ment is the conservation of forests and biologi-
cal diversity. As the environmental move-
ments of the past two decades have
highlighted, world development has frequently
been at the cost of the world’s forests. And the
process appears to be continuing. Between
1980 and 1995, the world’s forested area shrank
by 180 million hectares. Although there was a
20 million-hectare increase in the developed
countries, this was far outweighed by a 200 mil-
lion-hectare loss in the developing nations
(figure 8.3). In much of Africa, the main direct

Figure 8.3 — Change in forest cover,
1980-95
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cause seems to be an increase in subsistence
agriculture, while in Latin America the process
often has more to do with resettlement, log-
ging, and the extension of commercial agricul-
ture and infrastructure. Asia has been affected
by all these phenomena.

While the direct causes vary considerably by
country and region, deforestation is primarily
driven by market forces, government policies
and institutions such as land tenure. Inter-
national policies promoting trade liberalization
and structural adjustment have also accelerated
deforestation in some countries. In parts of
Southeast Asia, for example, one of the most
important factors has been export demand for
palm oil, timber and pulp. In 1995 the govern-
ment of Cambodia awarded 30 companies log-
ging concessions that covered virtually all of
the country’s remaining forest area. According
to the World Bank, Cambodia’s forests could
be commercially exhausted by 2003. In Brazil,
problems have often been linked to resettle-
ment. The government has encouraged the
development of the Amazon and other forest
regions, encouraging poor farmers or landless
labourers to migrate from areas where land
ownership was highly concentrated.

Many poor communities have struggled to
protect their own environments, but have often
been overcome by economic or climatic pres-
sures, or have been overwhelmed by outside
forces—especially large-scale resettlement pro-
grammes and the activities of logging companies.

But in the 1990s they have had increasing out-
side support. A number of NGOs have worked
with community-based groups in defence of
forests and other threatened ecosystems. In the
Philippines, for example, NGOs have done a
great deal to publicize environmental problems
and abuses. Governments have generally been
slower to react—but a number of them, along
with international agencies, have been making
attempts at conservation. They have been
doing so in co-operation with local communi-
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ties, in what has been called community-based
natural resource management. This was a reac-
tion to the failure of previous efforts, which
often involved policing vulnerable areas on the
assumption that local people, left to their own
devices, were likely to overexploit these areas.

Governments and agencies interested in
this type of participatory conservation try to
take into account the rights and needs of local
communities, as well as the need to protect the
environment. They attempt to work more
closely with community groups and NGOs—
often using action-research methodologies,
such as participatory rural appraisal. This
approach recognizes the value of indigenous
knowledge—indeed, it encourages a two-way
flow between local people and technical spe-
cialists. It also promotes more diverse forms of
income generation, so people can survive while
sustaining their environment.

This ambitious agenda may be more realis-
tic, but it will necessarily come up against some
equally real obstacles. As always, there is a
problem of resources. Some agencies that pro-
fessed themselves keen on environmental pro-
tection and sustainable development in the

early 1990s have subsequently switched to more
fashionable issues, such as good governance,
and are reassessing their funding priorities. For
a country like Senegal, which has been in the
forefront of attempts to design comprehensive
strategies to deal with desertification, this can
be particularly worrying. Having spent three
years in a participatory planning process, there
are concerns that the programme will not be
implemented properly because of a lack of finan-
cial support from the government and donors.

There have also been real difficulties in
switching priorities and methods of operation.
Many agencies continue to put trees before
people. But very often the success of forest pro-
tection or tree-planting schemes requires giv-
ing priority to social concerns—such as land
tenure and income generation (box 8.6). The
development planners’ penchant for hastily
implemented large-scale projects may also be
difficult to overcome. In the Philippines, for
example, the National Forestation Programme
was implemented on such a scale and so rapidly
that it inevitably operated in over-technocratic
ways and was unable to work effectively in
many areas.

Box 8.6 — Community forest management in the Philippines

The Ikalahan are an indigenous group of several thousand people who live in a moun-
tainous area of Luzon, in the Philippines. In 1973, seeing their livelihood threatened by
forest fires and encroachment by outsiders, they established the Kalahan Educational
Foundation. Its methods of participatory conservation helped protect the environment
while offering new income-earning opportunities—including the production of handi-
crafts, fruit, ginger and other goods destined for green urban markets.

This success has been based on a number of factors, including strong community
organization and an education programme that provided training in various aspects of
sustainable agriculture. The Ikalahan also managed to achieve security of tenure over
their ancestral domain.

Even so, there are concerns for the future. One is that this effort relied heavily on one
person, who served as a link between local people and external institutions. Another is
that community solidarity could be weakened by commercialization and the expansion
of market relations.
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Forest and park protection programmes
have to engage with complex social issues.
Local people may accept a particular project,
thinking that it will bring in some outside
resources, but they are unlikely to give it much
support if it is not compatible with their own
livelihood priorities and concerns. Various
park protection schemes in South Africa have
been affected by these difficulties (box 8.7).
Such tensions ultimately mean that many pro-
jects will not be sustainable.

Participatory conservation can be thwarted
by local power structures as well. When power
is in the hands of local elites, it can be
extremely difficult both to democratize project
design through broad-based consultation, and
to ensure that project costs and benefits are dis-
tributed equally. Similarly, efforts throughout
the 1990s to decentralize responsibility for nat-
ural resource management have sometimes

backfired. In the Philippines and Senegal, the
central government has responded to social
and environmental movements, and interna-
tional aid, by advocating people-centred sus-
tainable development. But this commitment is
often far weaker at the level of local authori-
ties, who have other priorities.

Then there is the wider economic context
in which these programmes have to be set—
notably the chill winds of structural adjust-
ment. Costa Rica, for example, has received
worldwide recognition for its efforts to protect
its forests and promote biodiversity. But the
structural adjustment programmes of the 1990s
reduced the capacity of the state to administer
and pay for conservation programmes and poli-
cies. At the same time, the demand to boost
exports of cash crops, such as bananas, has
involved clearing forests and breaking up envi-
ronmentally benign systems of peasant farming.

Box 8.7 — Elusive communities in South Africa

groups made their living from wildlife.

deepen conflicts as to resolve them.

One of the central tenets of rural development in South Africa is community-based natu-
ral resource management. This seeks ways for communities to earn income from their
land, forests and wildlife, while simultaneously participating in communal programmes
to protect them. Once promoted only by left-leaning NGOs, these ideas now receive
increasing support from both the government and the private sector. The principles
underlying the effort are strongly influenced by Zimbabwe’s Campfire movement, which
allowed rural communities to generate income from managed hunting and invest it in
schools, clinics and other local requirements.

One of the difficulties of applying this model is that officials tend to assume that
everyone in a particular community has the same interests at the same time. Yet an inves-
tigation inside the Mkambati Game Reserve—to take one example—identified at least
seven different clusters of people, including subsistence farmers, those relying on remit-

tances from migrants, and those who make a living by brewing beer. In fact, only two

Here, as elsewhere, the “community” can be a figment of the imagination. Project
managers and donors may recognize the need to accommodate diversity and communal
friction, but they continue to rely on community fora to achieve some kind of consensus.
In the politically charged atmosphere of South Africa, however, these are as likely to
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In practice, it has proved extremely difficult
to implement community-based approaches to
forest and park protection. They can only suc-
ceed if there are supportive institutions and
social movements. In South Africa, the post-
apartheid government has actively promoted
community-based natural resource manage-
ment in various development programmes. But
in some rural areas there is considerable resis-
tance to these initiatives—so much so that
policy makers are adjusting their approach. In
some areas of natural resource management,
they are placing less emphasis on community
participation and, instead, are strengthening
the capacity of democratically elected local
authorities to “deliver development”. Private
businesses are also being encouraged to enter
into partnerships with local communities.

This situation contrasts sharply with that of
rural Mexico. Here there is a long history of
communal organizing for local development—
and of struggle against the pattern of moderni-
zation promoted by the government and inter-
national financial institutions. Some grassroots
organizations and social movements have
found common cause with urban-based NGOs
and international agencies promoting sustain-
able development, and have made use of social
forestry, eco-tourism and organic farming ini-
tiatives to strengthen local livelihood systems
and self-reliance.

The importance of having home-grown
institutions, which have gained cohesion
through struggle or long experience, is also evi-
dent in India. In Andhra Pradesh, village
women’s associations known as sangams, with
support from NGOs and the state government,
have improved the lives of many very poor
rural women, as well as the local environment
in the semi-arid Deccan plateau, through
activities that included agroforestry and soil
conservation. This experience—where poor
women themselves are gaining control of their
own institutions—contrasts sharply with

another: the Joint Forest Management (JFM)
programme, in which the government has
attempted since 1988 to ensure that forests not
only contribute to conservation but also meet
the subsistence requirements of local people.
Although the JFM programme set up participa-
tory committees, its success has been undermined
in many areas because there has been little trans-
fer of power or benefits to local communities.

Enduring realities

All development agencies, whatever their
intentions, come up against an enduring set of
problems when they try to pursue people-cen-
tred sustainable development. These include:
= Community conflicts—Communities may
be idealized as harmonious, but in reality are
usually heterogeneous, hierarchical and con-
flictive. All have dense and complex systems of
social and political relations—cultural norms,
property rights and other power relations—as
well as cross-cutting interests, between men
and women, rich and poor, and different ethnic
groups. Many interventions choose to ignore
this complexity and prefer to apply standard
prescriptions. As a result, they frequently have
unintended consequences. The commonest is
that the most powerful group will manage to
seize and manipulate any new resources that
become available.

e The survival imperative—Development
projects often proclaim grand objectives that
ignore people’s most urgent needs. Sustainable
development initiatives are particularly prone
to this—sometimes restricting people’s access
to land, forest products or water resources.
Although many projects now include income-
generating activities, these often prove too
limited to be of any real benefit—or collapse
when the external agency supporting the ini-
tiative withdraws.

= Technocratic participation—As a way of
addressing local complexities, development
projects are now usually predicated on local
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participation. But frequently they involve little events. The current terminology is that benefi-
more than token consultation to legitimate a ciaries should “own” a project—although this
pre-designed programme. They aim to ensure may sometimes mean that donors have sold it.
acquiescence and voluntary contributions of There will always be a contradiction
labour and resources from beneficiaries who between the instincts of technocrats and the
have no real influence over the course of messy world with which they have to deal.
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Box 8.8 — Institutional change?

Many international development agencies have adopted the language of sustainable development, but
changing their practice is more difficult.

Food and Agriculture Organization

FAQO’s constitution incorporated the principal objectives of sustainable development. And FAO has indeed
been one of the most vocal international organizations calling for attention to issues such as soil degrada-
tion and the loss of biodiversity.

Following the Earth Summit, FAO made some organizational changes. In 1995, for example, it declared
that one of its major goals would be Sustainable Agriculture and Rural Development (SARD); and there-
fore it created a new Department of Sustainable Development. But this did not appear to have much
impact on budgets and programmes.

In practice, most of FAQ’s efforts and resources have gone into agricultural modernization. This kind of
development implies losers as well as winners and frequently deprives large numbers of the rural poor of
access to land, jobs and livelihoods long before alternative opportunities become available. FAO some-
times acknowledges this dilemma but lacks an effective strategy for dealing with it.

United Nations Development Programme

UNDP’s programme is diffuse and heterogeneous. It is tugged in different directions by funders who have
different views on its priorities. In terms of policy advocacy, one of UNDP’s major activities has been the
production of the annual Human Development Report (HDR). This has performed several important func-
tions. First, it challenges the view that development should be understood primarily in economic terms,
and counterposes a more complex definition of well-being that puts people at its centre. This provides a
rallying point for the more progressive development thinkers and activists, and offers the international
community an alternative interpretation of basic data that competes with that of the World Bank. The
Human Development Index (HDI) ranks countries not only on their ability to increase per capita income but
also on their effectiveness in improving levels of living.

Critics continue to contest the value of the HDI. But the real value of the Human Development Report
has been at the political level—arguing the case for human development (and, by extension, sustainable
development) with a cogency that has attracted widespread attention and provided ammunition for advo-
cacy groups.

The extent to which these ideas are carried through into UNDP programmes is more questionable.
UNDP has to operate within constraints presented by donors. Over four fifths of UNDP’s financial resources
are provided by voluntary contributions from about 10 of the world’s richest states. When
citizens of these states read the HDR, they are reminded of the fact that present-day mass poverty
and environmental degradation are linked to high-consumption lifestyles that originate in their own coun-
tries. But most of them are unlikely to support the profound structural and political reforms that these crit-
icisms imply.

UNDP also has to operate within the constraints presented by the governments of developing countries,
which may have to accept some conditions in order to qualify for aid—but tend to balk at anything that
smacks of political interference, or threatens the status quo. Yet innovative efforts to promote sustainable
development are likely to confront established interests.

World Bank

Given that the World Bank has to raise most of its funds in world capital markets at competitive rates, and
that its voting system gives greatest weight to the richest OECD countries, it is hardly surprising that the
World Bank has not granted the same priority to social and environmental issues in its lending as it
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has in its rhetoric. World Bank loans that are not dedicated to social purposes generally have minuscule
components for environmental protection and monitoring. Otherwise they would offer unacceptable
rates of return.

But the World Bank has made progress. In 1984, following some of its more socially and environmentally
disastrous activities in the Amazon basin and elsewhere, it was pressured into action and introduced a pol-
icy paper that called for mandatory Environmental Impact Assessments. When ignored, the Bank issued
stronger directives, though these still had numerous escape clauses and exempted structural and sectoral
adjustment lending, which made up around half the total in the 1990s.

With UNEP and UNDP, the World Bank co-manages the Global Environment Facility. This was created
after Rio to encourage work on global environmental problems like ozone depletion and loss of biological
diversity. It has been criticized for its small budget (less than $1 billion per year) and for its rigid, top-down
bureaucratic style. Also, it tends to finance discrete projects in developing countries, rather than address-
ing root causes of environmental degradation linked to market forces and government policies.

In the 1990s, the Bank adopted much of the pro-environment, pro-poor rhetoric of social movements
and NGOs—and took on board some of their members as advisors. Nevertheless, their success in trans-
forming the neoliberal agenda has been limited.

United Nations Environment Programme

UNEP is the agency most likely to be in tune with sustainable development. And UNEP’s 1999 Global
Environment Outlook is indeed one of the most comprehensive assessments of global environmental
issues. UNEP has also been a key actor in promoting international agreements on such issues as desertifi-
cation and ozone depletion. Unfortunately, UNEP has never been given enough resources to fulfil its man-
date. Its core budget for 1998 was around 13 per cent that of FAO and 10 per cent that of UNDP—propor-
tions that roughly mirror the weight of environmental ministries and agencies in UN member states.

Bilateral aid agencies

The support that bilateral agencies give to sustainable development largely depends on government poli-
cies and social forces in their home countries. It is also conditioned by each state’s perceived trade and
other foreign policy objectives. Some bilateral agencies have quite innovative programmes and work
closely with NGOs. But like UN agencies, their aid programmes are riddled with internal contradictions.
Thus in Central America, USAID and other agencies from OECD countries support a multitude of small,
decentralized projects that aim to promote popular participation and sustainable livelihoods. At the same
time, however, they may also be promoting massive food imports from their home countries or the expan-
sion of capital-intensive, large-scale plantations that are far from sustainable—and may deprive many
more people of their traditional livelihoods.

International NGOs

Many NGOs, though by no means all, are wholeheartedly devoted to sustainable development. But
because they tend to specialize in particular issues, such as the protection of forests or the promotion
of civil rights, their efforts can be very scattered. Like UN agencies, their primary responsibility is to
their donors, their governing bodies and their staff. Few are systematically accountable to intended bene-
ficiaries. NGOs are also adroit at adopting the latest development language, though again their practice
may not match it. Thus WWF International has declared that its new policy of a people-oriented approach
to biodiversity conservation amounts to a paradigm change. Given that this would require a significant
realignment of the political, scientific and bureaucratic powers on which it depends for funds, this is a
tall order.
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Participation is a laudable aim, but project
planners are often asked to undertake partici-
patory activities for which they lack the skills,
cultural sensitivity and political commitment.
= Political qualms—Genuine participation
and empowerment are likely to upset estab-
lished power relations and disturb bureaucra-
cies. Therefore communities need resolute sup-
port if they are to protect themselves against
unsympathetic officialdom, or vested interests
such as logging or mining companies. But most
mainstream agencies find it difficult to involve
themselves in the nitty-gritty of local poli-
tics—either because they have little appetite
for it or because they fear a clash with the gov-
ernment. Programmes and projects that aim to
promote participation and empowerment
rarely contain an effective strategy for over-
coming political resistance.

= Dead ends—Technocrats prefer to work
with projects and programmes that have a lim-
ited time span. This often means a substantial
investment over a brief period. But when the
project is finished the personnel move on,
leaving behind orphaned organizations and
technologies that may not survive their depar-
ture. This also makes it difficult to assess
impact. What looks like a success or failure
after four or five years may appear the opposite
after 10 or 20 years.

= Macro defeats micro—Initiatives that try to
promote people-centred sustainable develop-
ment often focus narrowly at the local level.
They pay less attention to developments at the
national or international level that could
swamp their efforts and defeat their purpose.
Macroeconomic polices, world commodity
prices and agrarian development strategies can
undermine community-based natural resource
management.

Continuity or change?
Governments and international agencies have
adopted sustainable development as a banner

under which all can march. They were urged
along this route partly by popular mobilizations
against certain aspects of modernization that
affect both the middle classes and grassroots
organizations. The middle classes in industrial-
ized and developing countries have been con-
cerned about quality of life issues, while grass-
roots organizations and social movements have
been concerned with the marginalizing effects
of progress on people’s lives.

The term sustainable development has been
popular to some extent because it can be used
in a neutral way—implying little more than a
vague sense of purposeful improvement in eco-
nomic, social and environmental domains. But
it has served a useful purpose in reminding the
international community of some fundamental
issues: that development demands more than
economic growth; that some features of mod-
ernization have unacceptable social and envi-
ronmental costs; and that this requires differ-
ent economic policies, development strategies
and approaches to planning.

Governments and development agencies
that accept this outlook will need to refocus
their energies and resources. Some have indeed
made changes, but for the most part they have
merely applied new terminology to what they
were already doing—with perhaps a few extra
elements bolted on (box 8.8). Why are they
resistant to change?

To a large extent the problem is political
and ideological. People have very different
views about what constitutes an environmen-
tal “problem”, what sustainability is and what
needs to be done to achieve it. Not long ago,
for example, indigenous resource management
practices—including some forms of shifting
agriculture and the use of certain crop varieties
in peasant farming systems—were considered
backward by many scientists and development
planners. It is increasingly recognized that
some such practices may be relatively sustain-
able and efficient in the agro-ecological and
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socioeconomic settings where they are found.

These differences in perspective imply that
certain environmental interventions must be
based on a negotiated consensus involving vari-
ous stakeholders. But governments, which
are under pressure to meet increasing demand
for food, timber, water and other natural
resources, are often inclined to pursue quick
fixes for reasons of economic and political
expediency. They are likely to opt for a single
large-scale dam rather than many smaller-scale
water management schemes; for large forest
concessions rather than community-based
schemes; or for modernized rather than sustain-
able agriculture. They are even more likely to
choose this route when their primary base of
political support consists of groups that stand
to benefit from such measures—for example,
urban electorates demanding cheap food or indus-
trialists with agribusiness or logging interests.

Many international development agencies
face similar constraints. While they may be
more aware of the potentially negative social
and environmental costs of growth and mod-
ernization strategies, they may run into opposi-
tion from governments or those who provide
their funds. Their professional profile and cor-
porate culture may also restrict change.
Experts—with  well-heeled lifestyles—may
resist any fundamental change in the way pro-
jects and programmes are designed and imple-
mented, and may have difficulties identifying
with local communities. They may also resist
any significant restructuring of budgets that
would redirect a decent proportion of funds to
developing countries and poor communities.

If the problem is partly political, so is the
solution. Not only do governments and inter-
national finance and trade institutions need to
be far more sensitive to the social and environ-
mental costs of the policies and projects they
promote, they also need to open up the deci-
sion-making process to make it more demo-
cratic. Some agencies attempted to do this dur-

ing the 1990s. But the process should not begin
and end with attempts to improve dialogue
with multiple stakeholders or civil society. It
also needs to be translated into new policy
guidelines, procedures and budgets that make a
significant difference to operational practice.
The popular mobilizations that helped to get
sustainable development on the agenda still
have much to do if they want to see it imple-
mented.

In the last analysis, action depends on peo-
ple’s interpretation of what is possible and
right. Thus the longer-term nature of mobiliza-
tion for sustainable development depends not
only on activism, but on dominant views about
the where the world could—and should—be
going. If those views support high-consump-
tion lifestyles, then many hard questions about
environmental sustainability will not be seri-
ously addressed. And if they sanction unlim-
ited individual gain, it is obvious that institu-
tions designed to promote the common good
will suffer.

Five years after Copenhagen, there is little
indication that the fundamental goals and val-
ues orienting world development are moving
toward greater social responsibility. Incentive
structures in everything from education to
investment decisions have been reoriented
toward improving the options of the profit-
maximizing individual. The investor has
become much more important than the
worker. And the consumer has gained higher
status than the citizen.

Questioning extreme individualism and the
unbridled power of money—reasserting the
value of equity and social solidarity, and rein-
stating the citizen at the centre of public life—
is a central challenge of our time. The “invisi-
ble hand” of the market has no capacity to
imagine a decent society for all people, or to
work in a consistent fashion to attain it. Only
human beings with a strong sense of the public
good can do that.
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Petchesky, Shahra Razavi, and Ramya Subrahmanian.

The discussion on women in democratization draws on the following
studies: Al-Ali 1999, Alvarez 1990 and 1998, Craske 1999, Goetz
1998, Gouws 1996, Jaquette and Wolchik 1998, Mayaram 1999, Miller
and Razavi 1998, Molyneux 1998, Naciri 1998, Petchesky 1999,

Phillips 1991 and 1992, Rai 1996, Razavi 2000, Sawer 1996, Schild
1995, Szalai 1998, Tamale 1997, Tripp 1994, and Waylen 1993.

The discussion of women’s NGOs draws on Corréa 1998, Galdos and
Feringa 1998, Klugman et al. 1998, Lang 1997, Noel-De Bique 1998,
Petchesky 1999, and Silliman 1999.

The discussion of gendered poverty draws on a 1999 Special Issue of
Development and Change (30, 3). The discussion of rights and needs
draws on Petchesky 1999.

The section on reproductive health rights draws heavily on Petchesky
1999. Other sources are Corréa 1994, Corréa and Petchesky 1994,
DAWN 1999, Koivusalo 1999, Petchesky 1995, Petchesky and
Judd/IRRRAG 1998, WEDO 1999, and H. Standing 1999.

The discussion on education rights draws heavily on Subrahmanian
1999. Other sources are Bennell 1996, Bouis et al. 1998, Carnoy 1995,
Colclough 1994 and 1997, Bennell and Furlong 1997, Gordon 1998,
Jeffery and Basu 1996, Knodel 1997, Knodel and Jones 1996, Longwe
1998, Mkandawire and Soludo 1999, Puiggros 1997, Tansel 1997,
UNESCO 1998b, and UNICEF 1999.

The section on women’s economic rights draws heavily on Pearson
1999. Other sources are Armstrong 1996, Barrientos et al. 1999, Chen
et al. 1999, ECLAC 1995, Elson 1999, Gallin 1999a, Kabeer 1995,
Pearson 1999, Razavi 1999, G. Standing 1999a and 1999b, and
Tzannatos 1999.

Box 7.1 is based on Najmabadi 1999, and Khalaf 2000. Box 7.2 is based
on Mayaram 1999. Box 7.3 is taken from Petchesky 1999.

CHAPTER 8

This chapter is based on background papers by Bill Adams, Adrian
Atkinson, David Barkin, Solon Barraclough, Krishna Ghimire, Eddie
Koch, Jules Pretty, Vithal Rajan and Thimma Reddy, and Peter Utting.

The section on sustainable cities draws primarily on Atkinson 2000,
with additional information from Atkinson 1998, ICLEI 1997, Milbert
1999, Mitlin 1998, Samol 1998 and UNFPA 2000. The discussion on
sustainable agriculture draws heavily on Pretty 1999 with additional
information from FAO 1999a and Constanza et al. 1997. The section
on sustainable water supplies is based on Adams 1999 with additional
information from Houlder 1999, United Nations 1997c, and World
Commission on Dams 1999. The discussion on forest conservation is
based on Barkin 1999, Koch 1999, Rajan and Reddy 1999, and Utting
1999, with additional information from FAO 1999b, and Global
Witness 1999. The section on enduring realities is based on Utting
1999. The discussion on continuity or change draws on Barraclough
1999.

Other sources are Barraclough and Ghimire 1995, Byron 1997, Feeny
1998, Fox and Brown 1998, Ghimire and Pimbert 1997, Goodland
1999, Holmberg 1992, Jeanrenaud 1998, Larson et al. 1998, Leach et
al. 1997, Martinez 1990, McGranahan et al. 1996, Nelson and Wright
1995, Nicholls 1999, Pimbert and Pretty 1997, Pugh 1996, Scoones et
al. 1996, Stiefel and Wolfe 1994, UNEP 1999, White 1996, Wood et
al. 2000, and Wolfe 1994.

Boxes 8.1, 8.2 and 8.3 are based on Pretty 1999. Box 8.4 is based on
Ghimire 1999. Box 8.5 is based on Adams 1999, and McKully 1997.
Box 8.7 is based on Koch 1999, and Box 8.8 is adapted from
Barraclough 1999.
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ACRONYMS

ACBF
ADB
AIDS
ALOP

ANC
BHF
BP
BRAC

BWI
CBO
CEE
CIM
Clis

Acronyms

African Capacity Building Foundation
Asian Development Bank

acquired immunodeficiency syndrome
Latin American Association of
Promotion Organizations

African National Congress

Business Humanitarian Forum

British Petroleum

Bangladesh Rural Advancement
Committee

Bretton Woods institution
community-based organization
Central and Eastern Europe
Interregional Mapuche Council
Commonwealth of Independent States

CODESRIA Council for the Development of Social

CSO
DAC

DAWN

DCD

DECOPAZ
EBRD

ECLAC

ECOSOC

EU
EURODAD

FAO

FDI
FGM

Science Research in Africa

civil society organization
Development Assistance Committee
(OECD)

Development Alternatives with
Women for a New Era

Development Cooperation Directory
(OECD)

Community Development for Peace
European Bank for Reconstruction and
Development

Economic Commission for Latin
America and the Caribbean

United Nations Economic and Social
Council

European Union

European Network on Debt and
Development

Food and Agriculture Organization of
the United Nations

foreign direct investment

female genital mutilation

G-7
GATT

GDP
GM
GNP
HDI
HDR
HERA

HIPC
HIV
ICLEI

IDB
IDA

IDRC

IDS
IFAD

IFI
ILAS
ILO
IMF
IMT
IDEA

IPS

IPU

IRN
IRRRAG

ISO

IUCN
JFM

Group of Seven

General Agreement on Tariffs and
Trade

gross domestic product

genetically modified

gross national product

Human Development Index
Human Development Report
Health, Empowerment, Rights and
Accountability

Heavily Indebted Poor Country
human immunodeficiency virus
International Council for Local
Environmental Initiatives
Inter-American Development Bank
International Development
Association

International Development Research
Centre

Institute of Development Studies
International Fund for Agricultural
Development

international financial institution
Institute of Latin American Studies
International Labour Organization
International Monetary Fund
Irrigation Management Turnover
Institute for Democracy and Electoral
Assistance

Institute for Policy Studies
Inter-Parliamentary Union
International Rivers Network
International Reproductive Rights
Research Action Group
International Organization for
Standardization

World Conservation Union

Joint Forest Management

VisiBLE HANDS



ACRONYMS

KEWWO
MAI

MP

MST
NAFTA

NEDLAC

NGDO

NGO
NIC
NPM
NRM
ODA
ODF
ODI
OECD

OPA
OSCE

POA

RER
REFLECT
ReproSalud
RORE
SANCO
SAP
SAPRIN
SARD

SERNAM

SEWA
SHAPE

Kenya Women Workers Organization
Multilateral Agreement on Investment
Member of Parliament

Landless Rural Workers Movement
North American Free Trade
Agreement

National Economic Development and
Labour Council

non-governmental development
organization

non-governmental organization
newly industrialized country

new public management

National Resistance Movement
official development assistance

other development finance

Overseas Development Institute
Organisation for Economic
Cooperation and Development

old public administration
Organization for Security and
Cooperation in Europe

Programme of Action

purchasing power parity

Regenerated Freirean Literacy through
Empowering Community Techniques
Reproductive Health in the
Community Project

rates of return on education

South African NGO Coalition
structural adjustment programme
Structural Adjustment Programme
Review Initiative Network
Sustainable Agriculture and Rural
Development

Ministry of Planning of the National
Service for Women

Self-Employed Women'’s Association
Swaziland Schools HIVV/AIDS and
Population Programme

SIPRI

STD

SUNAT

TNC

ToBI

TRAC

UK

UN

UNAIDS

UNCHS

UNCTAD

UNDP

UNEP

UNESCO

UNFPA
UNHCR

UNICEF
UNRISD

usS
USAID

YUVA
WBCSD

WDR
WEDO

WHO
WTO
WWF

Stockholm International Peace
Research Institute

sexually transmitted disease

National Tax Office

transnational corporation

Taskforce on Business and Industry
Transnational Resource and Action
Center

United Kingdom

United Nations

Joint United Nations Programme on
HIV/AIDS

United Nations Centre for Human
Settlements (Habitat)

United Nations Conference on Trade
and Development

United Nations Development
Programme

United Nations Environment
Programme

United Nations Educational, Scientific
and Cultural Organization

United Nations Population Fund
United Nations High Commissioner
for Refugees

United Nations Children’s Fund
United Nations Research Institute for
Social Development

United States

United States Agency for
International Development

Youth for Unity and Voluntary Action
World Business Council for
Sustainable Development

World Development Report
Women'’s Environment and
Development Organization

World Health Organization

World Trade Organization

World Wide Fund for Nature
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