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99. Russia attempted radical reform, but the reformers were ousted
from the government before the reforms took hold. See Anders Aslund,
Peter Boone, and Simon Johnson, “Why Stabilize: Lessons from Post-Gom-
munist Countries,” Brookings Papers on FEconomic Activity, no. 1 (1996).

30. Ibid. Radical reformers have lost elections primarily in situations
where pro-reform forces were less united than the former Communists. And
even where this has been the case, as in Poland and Estonia, reforms have
not been reversed.

31. Some of the decline may reflect the extent to which pretransition
statistics were not reliable. I am grateful to Dr. George Graham of Johns
Hopkins University for raising this point.

39. These figures are for 1992. See “Old and Unaffordable,” The Econo-
mist, 30 April 1994. The implicit debt of Ukraine’s pension system, for ex-
ample, is 214 percent of GDP. Among OECD countries, only Italy’s debt, at
242 percent, is higher. Hungary’s is 172 percent, Japan’s is 144 percent, and
the United States’ is 89 percent. See Kane, “Notes on the Ukrainian Pensions
System.”

y 3%. See Brian Pinto, Marek Belka, and Stefan Krajewski, “The Microeco-
nomics of Transformation in Poland: A Survey of State Enterprise Re-
mwo:mmm: (Washington, D.C.: World Bank, June 1992, mimeograph).

34. Social-welfare reform (health and pension) was a major issue in the
parliamentary elections in June of 1996. While Klaus’s party received a
higher percentage of the vote than it did in 1992 (44 percent versus 42 per-
cent), it received fewer parliamentary seats, which went to the Christian De-
mocrats in three industrialized regions. See “Czech Republic: m::ulmmm. The
Economist, 8 June 1996.

35. Private-sector saving in Chile increased from nearly zero in 1979-81
to an average of 17.1 percent of GDP in 1990-92. See Giancarlo Corsetti and
Klaus Schmidt-Hebbel, “Pension Reform and Growth,” Policy Research Work-
ing Paper, no. 1471 (Washington, D.C.: World Bank, June 1995).

36. Author’s interviews with Jose Pinera, Minister of Labor and Social
Security at the time the reform was WBEQBm:SQW Washington, D.C. and San-
tiago, June-July 1996.

37. For examples, see Graham, Safety Nets.

38. For a detailed description of this dynamic in one transition econ-
omy, see Carol Graham, “Strategies for Enhancing the Political Sustainability
of Reform in Ukraine,” PSP Discussion Papers, no. 50 (Washington, D.C.:

World Bank, January 1995).
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Safety Nets and Service Delivery:
What Are Social Funds
Really Telling Us?!

Judith Tendler
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basic services more cheaply and speedily than public sector agencies
that have traditionally been charged with these functions.™

This chapter, drawing mainly on evidence about SFs provided by
donor evaluations, raises questions about the presumed greater de-
sirability of SFs as an alternative to traditional government supply, or
reformed versions of it. My fieldwork on four SFs in northeast Brazil,
as reported clsewhere, reinforced this interpretation of the evidence.
Through the lens of the SF projects, this chapter also seeks to con-
tribute to the broader debates around issues of decentralization, par-
tial privatization, and other attempts to improve the quality of public
service delivery in developing countries. The acclaimed strengths of
SFs, after all, are variations on a more mobnnms set of arguments about
the problems of overcentralized and :mc@m&r&lﬁ:: public service
provision, and about the superiority of more decentralized and
demand-driven approaches.

With some exceptions, the donor community has interpreted the
SF experience through a rather ill-fitting template, which categorizes
it as demand-driven, decentralized, partially privatized, and there-
fore “good.” In certain ways, for example, SFs represent the opposite
of real decentralization. They are run by central-government agen-
cies, either newly created or newly empowered by their association
with international donors and with strong support from the coun-
try’s president. In the majority of cases, moreover, they do not de-
volve power and responsibilities to local governments. When they do,
this is usually not part of a larger reform of .Eﬁonmoﬁwnbanaw_ trans-
fers and other decentralizing measures, and sometimes even works at
cross-purposes to such reforms. To the extent that SFs do try to re-
duce the size (though not power) of the “central” part of their oper-

ation, they may be more accurately described as “deconcentrated”

rather than as “decentralized.” ”,

Without the template through which SFs are usually viewed, the ex-
perience could yield some interesting evidence on which to build a less
limiting view of opportunities for reform. This chapter encourages the
development community to expand its thinking beyond SF-type models
to ways of improving government performance that may not be as new
and different but that have shown no more defects than the SFs.

What follows is not meant to be a thorough review of the SF ex

perience or of the arguments for and against SFs. For this, the reade!

can turn to several noEﬁnnrnmen donor-funded reviews of the evi-

dence and a handful of other excellent studies of SFs by social sci
entists, all referred to in the endnotes. The arguments that follor
also do nmot constitute 2 brief against SFs or demand-driven ap
proaches in general, or in favor of supply-driven approaches. I wi

SAFETY NETS AND SERVICE DELIVERY 89

argue not that SFs are performing poorly, but that the donors’ own
evidence does not demonstrate that they are clearly superior to other
approaches to improving government services in a sustained way. I
ﬁrnnnmozw question the large amounts of funding dedicated to 5%.

m:.a the importance attributed to them as a new approach to d MB
ering services and reducing poverty. o

Social Funds and Their Strengths

w%.nn the late 1980s, the two largest donors have spent roughly US$2.6
illion on mmmt.ldmﬁ.m. billion by the IDB on eighteen social funds w.u
wnﬁon.: countries of Latin America, US$1.3 billion by the World Bank
in thirty-four countries (mainly in Latin America and Africa), and
roughly that same amount by the European donors combined.5 WOQ&
mc&am started in Latin America, according to the lore, as a 8? ora
antidote to Eo.maﬁwnmn impact of mﬁwcﬁcnm_-m&cmgma @nomﬂmﬁam MM
the poor in various countries.” The Latin American experience came
to be the reference point for SF promotion elsewhere. Originally, SFs
were meant to provide quick employment through @C,U:n.éo%m& roj-
ects mE.w emergency social services in rural areas, partly in lieu ow E._n
_mbnanmmubm_% mm_.ﬁnl:m presence of fiscally strapped line ministries
ome were designed explicitly to compensate for layoffs caused U.
downsizing of the public sector and its parastatals. ’
After three or four years, donors judged the SFs to be so effective
at temporary relief, and so appealing as an alternative model of pub-
lic-sector service delivery, that they provided follow-on mﬁd&bﬁ t
several SFs and elevated some to more permanent status. The m&mw
n_umBn to see the SFs not just as a temporary measure for hard wanm
ut also as an attractive model—decentralized, partially @n?mnNm&n
and &namba-aiéblmoﬂ the delivery of some services and sm m
works projects, particularly to the poor and in rural areas :
mo__“\,wmcmnr SFs vary widely across countries, they tend to have the
o g common noa.vwbnuﬁmn (1) grant funds are made available
nwaacaﬂ.ﬁm or municipal councils who choose among a menu of
ﬁo.mmmc_n projects (a well, health center, school, grain mill, road re-
wm:_.nﬁn.vw (2) project design and construction are mnnn:qm‘:Nnm d
partially privatized, involving local actors—private firms ZOOMS
local governments; (3) community groups make noammﬁ with MMM
contract Hrn. design or construction firm or o@cmﬁana‘ supplier,
MdoEHOn project execution, and/or take responsibility mcdmn@cwbs,
or operations and maintenance; and (4) a local contribution ._M

often required, roughly 10 to 15 percent of project costs.
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i hiring and firing; (8) their .
setting of salaries and ) managers o tin
i i nd have experience wi g
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i any of their staff mem :
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i ed to the SFs by the hig ;
best of the public sector, lured . e S rement
i ting outside government p
they have succeeded in opera . e
nmmmbmaosm and simplifying procurement in 2 way Hrmm Mgmmvm MWMV\ smw
i ks projects; and, as a result,
the execution of small wor : . sl (0 e ore
i t overdimensioned and n€
design standards that are no sioned 2 € o
ctors are sal
i 1 areas. Other contributing 1a
L ate ¢ tition they must face;
i tors and the competitl :
the use of private contrac mpet they T ation
i ficiary communities 1 proj
the involvement of bene 1 . o e the
ibuti nagement time, labor, & h; .
through contributions of ma o . C 1 he
high Moa.—nmnwos of project staff “in comparison to their ineffi

i 10
counterparts in government public works departments.

The Problem and How to Solve It

ign i set of

Underlying these acclaimed features of SF design ~M .m.dnowﬁwmnnm oo
i tiona -

roblematic nature of the tradi
arguments about the p ety B
i ms—namely, that they a

tion of government progra . : ol
ized w:mﬁn.—gmu and supply-driven; their costs are high, BOMHJN moum %mmm
monm:&. and their pace of work 1s osnﬁaﬁnnma and slow. e
: mainly on recent literature in economics an po "

i - an

ical science suggest that more anm::m:Noa. Qmawﬁﬁ QW@P e

b
i isi of the undesirable aspe
i jvatized provision reduces many
P iomal isioning. B the arguments about
it visioning. Because
of traditional government pro -] B o
izati uite familiar and have atta
decentralization are by now q . : od
tus of self-evident truths, they are summarized only Uﬂmm@ re o
The ﬁnoEmban nature of much of government service p ision
.- waid to arise from its position 00t justasa monopoly, but one€

arguments, based
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unregulated. In this sense, government’s problem is similar to that of
any other monopoly, private as well as public: It is over-centralized
and inflexible and suffers from low responsiveness to CONSuIer pref-
erences and other inefficiencies that go unpunished by competitive
pressures. Decentralization is thought to reduce these problems,
partly by introducing competitive pressures or surrogates for them. It
Jocates service provision more locally and also brings in new providers
from outside government—most importantly, firms and nonprofit or-
ganizations. Operating at more local levels, firms and NGOs are ex-
pected to be more flexible than government and more capable of cre-
ating locally tailored solutions; NGOs in particular will be more
committed to working with the poor than government. For these
pressures and incentives to bear fruit, it should be noted, decentral-
izing programs need not necessarily be formally demand-driven.

For decades, donor monitoring and evaluation reports have be-
moaned the problems associated with overly centralized govern-
ment—excessive standardization, overdimensioning of projects, and
unnecessarily high unit costs. The sorry results of these failings in-
clude, particularly, faulty operations and maintenance (O&M) and
the shortage of financing for recurrent costs and other operational
support. It is exactly these kinds of problems that led to the current
preoccupation of the development community with “sustainability”
and “ownership.” In that decentralization transfers the process of
project choice and design closer to where users live, this is expected
to lead to lower costs and more customized results. Providers will be
more vulnerable to pressures from users, and a good part of the re-
sponsibility for O&M can be handed over to the users themselves.

Today, these linked arguments for decentralized and demand-
driven service delivery seem to make obvious sense. At the same
time, they also represent a refreshing departure from previous think-
ing about planning and government organization. They deny, often
only implicitly, the importance of economies of scale and of stan-
dardization and specialization, particularly in the provision of small-
scale and local-level infrastructure and services to the poor. The ar-
guments suggest that planning, design, and execution by agencies

with functional expertise and responsibilities simply do not work
under a wide variety of circumstances. This is because something gets
in the way that prevents the traditional economies of scale and stan-
dardization from materializing.

The demand-driven approach, in contrast, starts the process of
project design and implementation not with decisions by planners
but with choice by the user—namely, “the community.” Govern-
ment’s role is not to be the sole designer and provider of the well or
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ich it offers
ower hookup or other project, but to lead a process by STSSB:EQJ
: om
wz array of options from which people can ovo.omm. MWM% roject by a
choice, in turn, does not simply trigger provision ow : %mmw ey
s onwmmNoa agency or the SF itself. Rather, the tasks .oa ﬁmmm, hoet
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’ i ngovern -
ity’ est, by private firms, nong
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g For 5@, logic of decentralization to work Eoﬂﬁ.? meM nmsa op
; i r rights -
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Acclaim and Evidence

i ‘ lopment
The numerous studies of SFs carried out or mﬁ.&om by QQM wwﬁ ent
institutions usually start and end on an msﬂrcmwmmn._n :Onﬁmmsm e e
i i — etimes 11 s€
1 i orted in the middle—som cla
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”» 134 .
to avnoEmBm or “issue on for their

Even two quite critical papers on social M:baw MMMMMHM:G, for thel?
supporting evidence on Snmmww\oi same dono
nded by the donors. . ]
mnmnwwnmw_ mcdaw started with the purpose .Om creating NMM%“MMQ n”m“
loyment for the poor and thereby reducing .vo<an ugh sma s
Recen lized works projects in rural areas. With the seeming s
Cocly om in Latin America, the donors came to see Social Fun N
o e :MZ mmm a good model for permanently serving poor rura
comt Uﬂo.m. VN|lsoﬂmo:€ with works projects, including the UEE.EM
nwanﬂwm__ﬂmsmma health clinics, but also with a variety of oﬁﬂoﬁ %M«MMM
mww day care centers and microfinance programs. HMMMM@Q&B Mvocw
the donors have tended to place more emphasis M.uos e verty 1e-
service delivery than that about employment creatl p and povery £
- on- nevertheless, SFs still appear as importan ene
WMOMMMM% arsenal of “safety net” policies for the poor. The finding
e

laims
my own fieldwork, as reported elsewhere, also relate more to the ¢
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about SFs as an alternative way of organizing service delivery than to
their strength as safety nets.!* Unfortunately, there has been more sys-
tematic and quantitative empirical research into the claims about em-
ployment creation and poverty reduction than into the alleged superior
performance of SFs as a model of public administration.

In what follows, the evidence for each of the two claims is dis-
cussed separately—poverty reduction and employment creation, as
distinct from the new model of organizing services and works pro-
jects. The evidence is drawn mainly from four recent multicountry
reviews of the SF experience by the Inter-American Development

wm:_ﬁEmSOn_me:Fm:adzﬁnmmw:ma&ao:ﬂomoammgﬁ:omg
outside researchers.15

Reducing Unemployment and Poverty

With respect to the claims about employment creation, the SF reviews
reveal that these programs have “created relatively few jobs” and
reached only a small fraction of the labor force (in the Latin Ameri-
can case, less than 1 percent at best).16 They devoted only 30 percent
of their expenditures to labor costs, a rather low share for programs
dedicated to employment creation.!? Jobs provided by the SFs were
temporary, of low quality, and provided no training. Most of the bet-
ter jobs went to skilled laborers brought in from elsewhere by outside
contractors; 42 percent of labor expenditures in the Nicaraguan SF,
for example, were for skilled labor.18 Several employment creation
programs that antedated the SFs created significantly more jobs, em-
ployed a more significant share of the labor force,!? and elicited sig-
nificantly greater budgetary resources from their respective govern-
ments. In comparison to the demand-driven SFs, these programs were
supply-driven and mainly not funded by donors (at least initially).
Wages paid by Social Funds, although often set at the legal min-
imum, were nevertheless typically lower than subsistence, and some-
times significantly s0.20 The wage in the Nicaraguan SF, for example,
represented 57 percent of a basic family food basket. Granted, wages
are often set this low in employment-creating programs so as not to
draw labor away from private-sector employers and to keep the non-
poor from applying for these jobs. At the same time, however, the
lower-than-subsistence level plus the temporariness of the jobs adds
up to a weak instrument for a more sustained reduction of poverty
and unemployment. In the same vein, the voluntary labor often re-
quired of communities for SF projects, although meant to serve the

goal of reducing costs and eliciting “ownership” of the project, rep-
resents a regressive tax on the poor.2!




94 SOCIAL POLICY REFORM IN LATIN AMERICA

With respect to poverty reduction, the Q.osg mﬁ.&:mﬁo:m Q%n :%M
bear out the claim that Social m:cam. do Smt in ammnr_dmrﬁ mammmmm. B
ther the available data do not @md.ﬁ; anr ;camamdﬁmw ﬁw es udies re

ort,22 or the data show, at best, quite mixed wmmw_.a. Hig er p ¢ HMNS
mm expenditures often go to Um:mw.oﬁ noBmE:mumm o.w.wwomaw:ﬁnrm than
to the poorer or the poorest.?3 Even in the “star worSmS , he xick
est of five income areas received two-and-a-half Hwa%mw»mwwwﬁ 1ch S
funding per capita as the poorest five ($25 versus $ v”ﬁ. his mistar
geting happens partly because the better-off nOBB:E_Sm_ re hetter
organized, better educated, and have greater access to loca cision-
makers, and are therefore more capable of taking maﬁmﬁmmm of the
demand-driven structure.25 Other kinds of programs, di mwmd.a om
SFs and typically more supply-driven, seem to Jmﬁmwmm sﬁ:“wm “ Mooa
fiable impacts in reducing poverty—programs like mwoﬁrm mB %m m.m od
commodity programs, or school mmm.a_:m programs. N M .Em -
clear, the IDB evaluators conclude: if these funds have ha MS i mﬂ et
on poverty, this impact has Moﬁ wmmzw\ma from employment cre
i neration for the poor. .
wnd MM MMHMM_MMOF Social mc:mmﬁrm:\m “created mw_mﬁ?m_% few %MOm and
generated little additional income for the poor,”2 even thoug HHSW
of them included income and mBEowB.m:ﬁ generation among Mw i
stated objectives. They were not “effective m.mme nets in any Mmm”?m
cant scale,” and many countries therefore did not have “an mamn ve
mechanism to protect the poor from output, mBEoﬁbm:r. and pr :-
risks.”29 This was true despite the fact that all Latin gmwunmﬁm nozB-
tries with SFs gave them a “high profile and a mmcﬁwm_ mo_.m in the MMH
paign to reduce poverty.”30 Clearly, these m:&.Emm are Qamﬁ.onr g.
To the credit of the donors, their m:v.:m:ma evaluations .m<m
owned up to some of these results, albeit @905 at ﬁrmmeM:MMH
losing enthusiasm for the SFs as a anmw First, they say tha | o
mental fiscal and institutional reforms” at the macro _96_ are ’
much more determining of changes in poverty and unemp OMBmd
that one cannot really expect that much from such a _:.Eﬁw pro-
grammatic intervention.3! (It is not &mm.ﬁ why that conclusion Swm
not foreseen when donors were promoting m.ﬂm m.i.uB HmBﬁoMﬁWm o
permanent status, on the grounds of their desirability as a2 model for
i communities.)
ﬂnmnwmwmswﬁwwwm donors argue that even if Social Funds w.,m.,\m :oﬁmeQM
the inroads on poverty and unemployment that were oEmEQEWm O@MT
for, they have turned out to be on mw.Bma ground as a mo M .H.Ow M i
vice delivery.32 Social Funds “help to improve the :ﬁ:m nom: i H.o%mda
the poor,” the IDB reports, by being “efficient providers of socia
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economic infrastructure” (p. 72). In this sense they “are a response
to a permanent problem”—namely, that “Latin American govern-
ments, as presently constituted, have few agencies through which to
channel resources and services to the poor,” and that, as a result, the
benefits of most government programs “go to better-off communi-
ties” (p. 64). The SFs, in contrast, “have shown an impressive ability
to deliver social infrastructure to the poor in a relatively efficient
and transparent manner” (p- 4). The World Bank, similarly, con-
cludes that SFs are an “effective instrument” for emergency assis-
tance and have proven to have “significant potential for community
development for the sustainable delivery of services to the poor” (ital-
ics mine).33 In this way, they have contributed to important “asset
building” in rural areas—schools, health clinics, power hookups,
road repairs or construction, the sinking of wells for drinking water.

Even some of the more-critical outside commentators on SF weak-
nesses in alleviating unemployment and poverty have taken this po-
sition. Social Funds “appear to have been successful in building
water and sanitation systems, schools and health posts in under-

served areas with relatively high concentrations of the poor;”34 they

are “better at creating assets” than at targeting;3 and they have “re-
sulted in an invaluable increase in the level of services to many pre-
viously marginalised poor. . . . "3 s this depiction accurate?

Social Funds as an Alternative

Upon closer examination, the evidence of the donor evaluations for
the claim about SFs as a desirable model of service delivery seems
weak. More seriously, the SF problems flagged in the donor evalua-
tions appear to represent the flip side of their acclaimed strengths.

This suggests an inherent difficulty in remedying the problems,
which take the following forms.

Social Funds versus the comparators. Except for various eyewitness re-
ports from the evaluators and repeated assertions about the superi-
ority of SFs in creating much activity in the countryside, there have
been almost no attempts to systematically select comparator pro-
grams in traditional ministries against which to judge SF perfor-
mance as a model. (This, of course, is partly a methodological prob-
lem of comparing apples and oranges.) One interesting exception is
an attempt by the World Bank to measure the performance of its SF
projects in relation to the more traditional supply-driven programs it
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funds. Surprisingly, however, no clear superiority nmﬁamom_ mmn mmm

: . i i udes o

i i though the evaluation still conc
from this comparison, even
a positive note about the SFas a model.37 The IDB m<m_cm8amm&%
concluding positively, reported that the evidence HMM% Moﬁmioeu_;
i j nt as to whether SFs have ac

not sufficient to form m;camaw. . : : v
made a difference in the availability of basic mnosoBEmwsa moM%_a.Mos
vices in the various communities where they operate. In mmﬂ it am
they found that the most successful and innovative of 50._ mm,\o e
those conceived without donor input and financing A.Or_mmm. omE
Rica, and Guatemala) and were different from the typical SF in 1
portant ways.3 (This is discussed in more detail below.)

. . id-
Relations with line ministries. The donor m<m_zmcoa ox%nomm noswsa
erable concern about the wisdom of investing so muc nwmwﬂmw and
i i tures outside government instea
resources in creating new struc ut Linstead o
more directly supporting reform of existing government _meESWDW
The World Bank review warned that SFs “should b_omm Hmw_o mﬁﬂ.ﬂmmws
to— . . . fundamental fiscal or 1 -
away from—or work counter : 11 . v
QOSW_ reforms . . . that address poverty systemically. OmECODNMM .oﬂ )
amples were that of Egypt, where the central government explici M
cut back allocations to local governments because of the mﬁuoﬁ%
“nflows from the Social Fund”; and Honduras, where m:ogﬂ._onmEOM
the ministries of education and health declined at the same :mEM mm_u
local governments began receiving more funds as a result of the
there.4!
A variation on this problem, related to the mambﬂ.mzsaomwbmgnn
of the SFs, was the “unfair” competition SFs presented to ot Wn mom
3 ) i
ernment agencies. While these latter agencies were _uaoSQ:._m HSSWM
. . X
i icipaliti communities for similar projects,
nancing to municipalities or  for sin . ors
were offering more attractive grant funding; this sometimes Wa
ened, moreover, at the same time that the Doz.mw.H agencies, cwm
Wv\ Qomoa themselves, were trying to make the Em.._n.sz szm_ﬁo%
from providing grant to loan financing to communities for Wwﬁwn
priate projects. When able to choose between grant mzaa_omﬂ _Mmd?
. CLo a
i ties or municipalities understan
ing, of course, the communl : v
wnmmwm:aa the free funding of the SFs; sometimes, m_mm mMmD%HD%MD
icati isti ies had rejected for loan fundin
applications that existing agencie . "
%unﬁ?iom_ or other grounds. The World Bank gives onnH%Mmm N_m M\MQ
. - .
i d the other in Bolivia. also
such cases, one in Senegal an . Via d
no::u_w::m of this nature in Brazil from modernizing Bmvd_am SMH
. om-
had introduced new loan-funded programs and wm:oo:\maa»;ozaw MnoB
plaints from their constituents, who pointed to the “free” funds

the SF.
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The IDB evaluators dubbed the tendency to create Social Funds,
rather than attack problems directly, as “funditis.”3 For example, the
IDB reported that if the ministries of health and education in various
countries had not been subject to the budget constraints of fiscal aus-
terity programs, a good part of the replacement and upgrading of
schools and health posts would normally have been undertaken by
these ministries, rather than by SFs.4¢ The evaluators worried that
the SFs would become “shadow governments.” They warned that SFs
“should not replace the public sector in tasks that are the govern-
ment’s inherent responsibility . . ., ” and that this could “undermine
ongoing public-sector reforms and institution building programs.”
Noting that most SFs were not subject to ordinary government legisla-
tion with respect to salaries and procurement—one of the acclaimed
strengths of SFs emphasized in the donor studies—the evaluators cau-
tioned that the goal should be “to improve the laws and regulations
under which the line ministries work,” rather than to get around
them. Similar concerns were expressed by outside researchers.45

Donors and outside critics seem to agree, then, that Social Funds
can jeopardize the larger task of reform of the public sector, or at
least distract attention from it. The particular problems they point
to, ironically, are grounded in the same mode of operations that is
said to account for the SFs’ acclaimed strengths. None of the evalua-

tions face this particular conundrum, expressing confidence that the
problems can be fixed.

Sustainability. Both major donors gave distinctly low marks to the So-
cial Funds for “sustainability” and “ownership.”#6 There were fre-
quent reports of health clinics without refrigerators for vaccines,
school buildings without textbooks, wells that were not maintained.
More generally, the evaluators admitted to finding little evidence re-
garding sustainability and ownership, and in this sense were not able
to back up the claim that SFs are a better alternative that merits per-
manent funding. Where they did find evidence, it was mixed.

The World Bank evaluators could find no data on the extent to
which SF projects were being operated and maintained.4? An ap-
proach that aims for user “ownership” of operations and mainte-
nance (O&M) or pressuring of local entities into providing it, the
evaluators noted, often requires different technical design, at least
for economic infrastructure. But a large number of the SFs were
found to have been designed without issues of sustainability in
mind.#8 It was “not clear” if communities even knew what the O&M
costs and responsibilities would be, according to the evaluators, be-
fore they chose their project. And only a small percentage of the SFs
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turned out to have actually required community contributions, even
though the SF projects presented for approval to the World Bank
board of directors (the “appraisal reports”) always included an esti-
mate for upfront contributions from communities. Little follow-up
information on such contributions was available.*?

Social Funds financed many activities—such as schools, clinics,
water—that would need sustained support from line ministries or
other agencies of government, once completed. However, either no
formal arrangements were made, or arrangements that were made
were not respected.’® In many cases, no operating funds came
through for staff and maintenance, particularly for schools and
health.5! In theory, and at least for some types of projects, this
should not be a serious problem. The decentralized and demand-
driven features of the SF are believed to lead inexorably to owner-
ship by communities of the new projects, and they will therefore take
responsibility for operations and maintenance themselves, or they
will pressure local governments successfully to do so. As noted above,
however, little of this has happened in practice, or, at the least, litde
evidence has been gathered to support this claim.

If, as the evaluators report, neither the donors nor the recipients
created these programs with sustainability in mind, then it is not fair
to judge the programs by that criterion. But the donors themselves
have made strong claims for these programs as successful, on the
grounds of community involvement. Indeed, they have hailed the SFs
as models of sustainable service delivery, as attested to by the quotes

cited above.

Another observation about sustainability relates to the effective-

ness of Social Funds in reaching wide swaths of the rural poor. Much
has been made of the low unit costs involved in SF construction of
buildings and other works in comparison to those of existing gov:
ernment agencies. Presumably, this would make it possible to reach
larger numbers of communities more cost-effectively with the same
amount of funding as existing government agencies. The donor eval
uators reported various cases, however, in which new schools and
health centers were constructed when rehabilitation of existin
structures was more appropriate.5? This is not unusual for variou
types of government programs, SO it is certainly not peculiar to SE
But the focus on low unit costs begs this question because it assume
that new construction—as opposed to less costly rehabilitation in th
example—was needed in the first place.

With respect to sustainability and ownership at a more mact
level, finally, both the IDB and the World Bank lament the fact th
most SF programs, ten years after they were started, continue te
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soﬂ:m EM%MMOHOM mm their financing on outside donors.53 After
atin erican gov i .
poting Am governments with SFs -
nan Smawwmnw zwmw: 20 percent of their SF operations, the HUWWM\@_ .
tors wcwmmwzwg ﬂbo:owm cannot claim that the funds are w:nnnwmwmm
e” until countries mak n
o ake a greater contributi
“[Dlon nmdwoﬁ U.n expected to provide 80-90 percent of et
_.MW operations indefinitely.”54 b of the cost
t least with res
. pect to the findings inabili
hin . gs on sustainability and -
Envoanw_.:d, the Social Funds do not seem to do B:nw Un:nwgm”na
programs on which they were supposed to improve .

Nongovern jzations i
aoswa n<m~_§§w& organizations in the new space. At various points, th
don. ﬁ%ﬂ:ﬂﬁo:w noted, sometimes with puzzlement %EH HMWHOQ
ot present in the pro “ X
were cicher program area or were associ i
dis WWOEBB@ results when they were.55 NGOs turned out Hommna o
om0 acc
re than 15 percent of expenditures by most Latin EMMMH

can SFs.56 Reddy’s review fo
. r UNI “ iti
the disbursal of contracts to ZOOmO__mm ety “UHavouritism in

. was a “serious i 7 i i
the ¢is . : us issue” in
les, as was the “proliferation” oot

¢ S, 2t of NGOs “of dubio
H Wwwnhﬂwﬁ an M MMwM_”%m the new availability of SF ?MMW&M%ﬁMﬂM
10D review nmmn OM.Z at the “recurrent-cost problem” was most
acute I the .OOwh a wa.caw of the Bolivian SF, for exampl

s to be disproportionately represented m:,bosm the Wu.MH

ect .
Jjects that were least likely to be sustained.5® The World Bank found
un

r
that nﬂOAHmOCWu HHHHHWHﬂHNr H@:.mﬂosmV N:Q Owaﬂu mn assroots OumNHHHNNQOAHm

were found i
were fou QQMMN to %vnammn wz the poorest regions because of their 1
catlon In ditie mcw Mwéaﬂw. in and close to which they seemed to noo-
work. ith respect to the mi s
cenwrate th Wi € microfinance com
mﬁo&mmo::am %MWN_MNQ ms QE@ SFs, moreover, the World wgﬂow\wﬂhm
. s had not shown an abili i i
o ability to incorporat -
Wr essons learned from the microfinance tence ar e
actice 1o experience around
These scat
questions sot MMMMM MMMMOHW Mvrocmr perhaps not conclusive, do raise
. s are present .
s : P enough, or well eno
QmSm:&-amﬁww the role required of them for the amnnbc.m_ﬁna me
en model to work. It may be, moreover, that the anﬂn

MCAHQHnwmv NAHQ. attention HH@@QQQ to et waﬂumn :ﬁ to mwﬂﬂa :OCMQ —Uﬂ
m

mH Nﬁvﬁmomﬁww ﬁOHﬂHﬂuﬂnwﬂm m~ﬂuhuﬂu_ﬂ Nmﬂﬁw :muﬂnwﬁ:“zwﬂuﬂhﬂa Quw_U:HwﬂHHH
ent

with a demand-driven
| style. These £
gerheads with each other. For nMMBMMMEn? v, are often at o8

, some SF managers expressed




lﬂ\

100 SOCIAL POLICY REFORM IN LATIN AMERICA

a distaste for, and therefore sometimes discouraged, genuine pro-
cesses of community decisionmaking. These processes, they said,
“slowed down” the rates of disbursement so prized by these managers
and their donors.5! Other managers actually liked the eligibility cri-
teria which, even though slowing down disbursement, gave them
some kind of protection against political interference.52 The re-
searchers comparing SFs with earlier supply-driven programs, more-
over, found that the latter actually disbursed more rapidly than the
SFs. Their explanation for the SFs’ slower disbursement also pointed
to the demand-driven design: if taken seriously and at its best, it re-
sulted in a time-consuming process of organizing and decisionmak-
ing by communities or municipal councils. Although these reports
reveal the somewhat contradictory nature of the evidence on fast ver-
sus slow disbursement, they are consistent in pointing to the prob-
lematic tradeoff—inherent in the demand-driven model—between
quick disbursement and the expression of user voice.

The requirement that communities organize for purposes of “own-
ership” seemed to take a particular toll on poorer communities. They
are more isolated from the promotional visits of government agents,
NGOs, and firms, and they are handicapped by the requirement that
they prepare and present an acceptable project.6® Even when the pro-
ject agency painstakingly mapped poverty and deficiencies of social
services in the region served by SFs—considered one of their impor-
tant achievements—this could not counteract the comparative advan-
tage of better-off communities within the :vooﬂ.&omwmsmﬁau munici-
palities or sub-regions in the competition for funds.5¢ In the education
projects of the Mexican SF, for example, the program’s requirement
that a community have an effectively functioning solidarity school
committee before seeking funding was said to explain why fewer per
capita funds went to poor indigenous communities as compared
to others.5?

In itself, the evidence presented above does not necessarily add
up to an indictment of SFs. It does, however, reveal some disappoint-
ing results and serious contradictions within the model. These kinds
of problems, after all, are not the teething problems of a new ap-
proach. They have cropped up for some time in donor evaluations of
programs other than SFs, and prior to them. Indeed, they have for
some time gained the status of boilerplate in the narratives written by
project supervision missions and evaluation consultants returning
from the field. For as long as large donors have been financing roads
and other infrastructure in developing countries, for example, super-
vision reports have lamented the lack of maintenance and the failure
to generate or allocate funds for operations and maintenance. But
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these kinds of problems are exactly what the incentives and pressur
MM z‘.ﬁ SF approach were supposed to reduce—at least for Wwomaﬁmw
vin e . X
ool mw %MMM MMMBCED% in rural areas with a variety of works pro-
. Given this evidence and the unsettling questions it raises, the So-
cial Funds seem to have emerged remarkably unscathed Hr,m World
Bank nwm_cmﬁ.os concludes that the SFs “probably surpass .oﬁrmﬂ sector
.@o?mo:om in the cost and speed of service delivery, success in reach
ing :‘_m.voo& and extent to which they respond to “ooEBca initi i
:.<mm= (italics mine).56 It is surely difficult to draw any mCorﬁMoan_ .
Zo:.. however, given the evidence laid out above. The most one n% ,
say is that SFs and SF-like programs have not proven to be oObmw”
tently and sustainedly better than the more traditional supply-driven
programs or the reformed versions of them. This does not NENOEZ to
an indictment of SFs, but it certainly is a far cry from the enthusias
tic support they have been accorded by donors. ]

The Fixes

Sﬁw.ao.nﬁ owners of these negative findings continue to be so en-
thusiastic? Is this simply a question of choosing to view the glass as
half full rather than half empty? I suggest that the &mmﬂﬁm:“m be-
tween the two views lies elsewhere. The donors see the SFs’ short-
comings as eminently fixable, as requiring the fine-tuning of an
otherwise preferable model of public service delivery. I see the prob-
lems, Joém.émﬁ as inherent in the SF model itself—particularl Wrmn
operating in rural areas and serving poorer wovc_maosm|mxmwc the
situations to which the model is thought to be eminentl mﬁﬁmw I
m&.&:w? the proposed fixes would have the SFs wavﬂoﬁ%ﬁrm? o ; m”
ation in ways that would make them more like the traditional m@ma-
cies from which they are supposed to differ so markedly. i
Although the fixes prescribed by the donors seem perfectly rea-
sonable, AENH is, they also require just what the SF model is tr Ww to
get away from—additional presence, effort, and resources mwwamma
agency of central government. A representative sampling of the most
common fixes appearing in the donor reports includes more moni-
toring and supervision, more transparent and objective selection
criteria for projects, more training, more public mamoddmc..os cam-
paigns about project choices available to communities, more toler-
ance vw project managers for “participation,” more vuoovﬁmn eted
m.m_.mnc.os criteria, more “demand orientation” and communi : ar-
ticipation in helping communities to choose their projects, MEN wrmﬁ
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old chestnut, more coordination with line agencies and their sectoral
programs.67

These remedies, if taken seriously, would require substantially
more time, vmwmobbmr resources (for travel, vehicles, and per diems),
and more presence in the countryside by the program agency—an
agency of the central government. The remedies would surely in-
crease the SFs’ low overheads and reduce their strong disbursement
rates—the model’s pride and joy. They would move these programs
back in a supply-driven direction, rather than closer to the demand-
driven model’s vision of citizen demand-making, partially privatized
provision, and more active government at the local level. The
strength of the demand-driven model, after all, is supposed to be its
reliance on local forces to solve such problems. It is these forces that,
in substituting for the presence and planning of more centralized
agencies, are supposed to bring down costs, improve quality, please
users, and elicit ownership arrangements for upkeep and financing.
Fven if one assumes that the fixes could be carried out effectively,
moreover, this could well require as much effort as reforming a tra-
ditional supply-driven agency, or improving the capacity of a set of
local governments, Or even reducing the problem of lack of owner-
ship by rewarding local tax-collecting efforts.

Putting together the findings with the fixes, in sum, seems to get
the donors into something of a bind. A striking example is donor
concerns about the difficulty SFs have in working with line ministries
or following their sectoral priorities. The IDB evaluators warn that
SFs should not operate “outside the planning process” but instead
should “teach line ministries to be more responsive to local needs
and build more efficiently.”% To build schools and health clinics out-
side a “functional allocation” of the line ministries for this purpose,
the evaluators say, leads to outcomes like the construction of new
schools and clinics, as noted above, where rehabilitation of old ones
would have been sufficient. They condemn such outcomes as “a fail-
ure of the planning process.”®

This is a surprising conclusion about a model whose strength is
said to lie in having communities rather than bureaucrats decide
what they are to receive. Sector planning and execution by central-
government agencies, after all, has been defined as the problem, not
the solution. Without perhaps meaning to, then, the critiques and
the suggestions of these donor evaluators seem to undermine the
very model of which they approve: they identify shortcomings above
which demand-driven programs were supposed to rise, and they rec-
ommend fixes that smack of supply-driven sectoral planning.
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What's wrong here? The model itself? Or the fixes? This bind may
,c.m actually of the donors’ own making. A close reading of the evalua-
tions themselves provides some clues for getting out of the bind.

Conclusion: Getting Out of the Fix

As portrayed in the donor evaluations, some of the stories about bet-
ter Social Funds or better-performing aspects of them appear to con-
tain w,om.m:u_m lessons about how to reform existing government agen-
cies, in contrast to the SF agency or unit itself. This material
r.oznﬁwﬁ has not been sufficiently mined to draw any firm nObnEH
sions, although it raises intriguing questions that merit further ex-
ploration. One example is the Chilean FOSIS noted above, which
,.zolﬂnm more closely with line agencies than the typical SF. Another
is the Peruvian fund FONCODES, which has started evolving toward
more coordination with the line agencies on works projects. FON-
CODES will finance only those works-project proposals that are in ac-
cordance with sectoral policies and norms and for which operating
revenues are guaranteed.”

The Chilean FOSIS is not only among the more successful of the
Social Funds. It is also notable for, among other things, the ways it
differs from the typical SF model or experience: (1) created by the
Chilean government in 1990, it started with only 20 percent donor
funding, in contrast to the 80-95 percent range of most other SFs
and by 1997 it had no more than 11 percent donor funding; (2) mw
now raises 40 percent of its funding not from a guaranteed allocation
of the national budget but by competing for service agreements of-
fered to it by regional governments with newly acquired federal-
revenue transfers; (3) national procurement laws are observed rather
.Hrwz waived; (4) staff are paid the same salaries as in the line min-
istries, rather than the higher salaries that characterize most SFs; and
(5) much of its founding management and staff were professionals
who came from the NGO sector that emerged during the Pinochet
period, who share a strong commitment to poverty concerns and a
long history of experience in this area. (This last trait contrasts, by
the way, to the emphasis of the SF studies on private-sector, or pri-
vate-sector-like management.)

. Finally, the Chilean FOSIS is more integrated into the line min-
istries than almost all the SFs. It is directly dependent on the Ministry
of Emw:wbm and Coordination rather than standing outside the line
agencies. Ministry support has been key in setting up of a network of
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regional FOSIS offices, and FOSIS works through' collaborative
agreements with various other line agencies.”! An outside research
study comparing FOSIS with the Venezuelan SF, by Angell and Gra-
ham (1995), cited this unusual integration of the Chilean SF with the
line ministries as an explanation for why it was more successful.”?

The unusual success of the Chilean Social Funds raises questions

about the model’s assumed key features—the waiving of procure-
ment regulations, the paying of higher salaries, the importance of
private-sector-like'management, the “disentanglement” of the stand-
alone SFunit from traditional bureaucracy, and the resulting rapid
rates of disbursement. With respect to rapid disbursement, for ex-
ample, the IDB evaluators report that the pressures for rapid dis-
bursement tend to conflict with the very interaction with'line min-
istries that'was so important to the performance of cases like Chile’s
FOSIS.” The Chilean case, inshort, begs for’an explanation as to
why and how procurement regulations, civil service salaries and reg-
ulations, and close involvement with line ministries were 7ot a prob-
lem. Though many would respond that Chile is a special case or that
Chile is doing everything right, this is to dismiss the opportunity to
learn the more generic lessons that such a case, when combined with
others, has:to offer. = : S :

Another intriguing item of interest requiring further exploration
is‘that both the IDB and World Bank evaluators'note a certain pat-
tern of performance with respect to some types of projects as against
others. They found that sustainability was more likely in education
and health than in two other important project types—economic in-
frastructure (roads and road repairs, irrigation, water, etc.), and mi-~
crofinance.’ In contrast to these other sectors, they said in explana-
tion, the education and health-components tended to have line
ministry involvement in the:approval of projects and to be more
compatible with broader policy in‘these sectors.”® Indeed, because
many of the task managers for the SF projects at the donor agencies
actually came from education and health ministries, this made them
“more sensitive to and knowledgeable about” issues of sustainability
when project proposals came up in these particular sectors.”

Both the World Bank and IDB evaluators attributed the greater
likelihood of sustainability in ‘education and health types to'the
greater standardizability of design in these sectors. Standardization
made it possible to create project prototypes that, with computer-
generated designs, have been helpful in establishing costs and de-
signs.”” One wonders if the greater possibility of creating a standard-
ized language and procedures for dealing with project design and
approval might have laid the groundwork for an easier relationship
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Ungmmb the SFs and the line ministries in the education and health
sectors as opposed to the others. Whether or not this interpretation
Is accurate, it is not clear how to reconcile the positive role of stan-
dardizability alleged here with the negative traits of standardization as
M_OMMM.%@Q by _&m same donors in their nﬁ.ﬁ.@ﬂm of the supply-driven
~ Exploring these kinds of findings further ‘might reveal more
about how to improve traditional line ministries and other agencies
than about the desirability of a demand-driven model run ‘vw a semi-
autonomous government unit. At this point, roéoﬁwﬁu_&m donor eval-
uations themselves do not provide us with enough information to un-
Qmamﬁmbmw ﬂwmmosm of this nature. Focusing on the SF experience itself
wcm‘ﬁvﬁbm to fit the findings within the confines of the current
nHE.Bm about SFs, the donor evaluations do not seem to scan the ex-
perience ‘Ua.om&_vN enough for clues mvocﬁEwHo&bm government per-
formance in general: One of the more important lessons to be
Fmﬂ..‘ma from Em SF experience may be that it contains lessons about
Ppossible pathways to reform in line ministries and other agencies
and about providing succor to reform advocates within their H.B&G ’
The aob@.mv in sum, do not.seem to.-have made.a no:ﬁumgw nmwm
for the superiority of Social Funds'as a model of service delivery and
wmmmﬁ.nwmmnos. let alone for reducing anemployment or poverty
notwithstanding their assertions to the contrary. The focus on 9@.
QmEm.ua.alﬁb logic and on other traits of the SF model moreover,
has Emﬂwmnﬂmﬂ attention from the lessons to be learned md.mg ammoEB.
of:traditional government agencies, as well as other matters like
strengthening local government. In addition, the conceptual di-
nroﬂo:&wdmgnmu demand-driven and decentralized as “good,” versus
.mﬁ.m%@.n.ﬁadb and centralized as “bad,” probably obscures Bﬂwam than
it illuminates. Trimming our expectations of SFs down to size is not
to say that traditional supply-driven agencies.are bmnommmﬂzw better.
Rather, if SF experiences and those of the traditional line mmmbnwom.
noE.a be looked at with a more open and curious mind, it is quite
possible that more constructive lessons could be drawn mw.oB Uomﬁw.

Notes

_ 1. This chapter is based on a longer monogra e Divi
sion of Management Governance m:% Umﬁmovwo_mw %mn MWMH.MMMWM%M%MMW
Development Programme, See Judith Tendler (with the assistance of
Rodrigo Serrano), The Rise of Social Funds: What Are They a Model Of?, De-
partment of Urban Studies and Planning, Massachusetts Institute of ..Hnnnr-
nology, monograph for the United Nations Development wwomeEEn
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Paper no. 407 (Washington, D.C.: May 1998), p. xvii; and in the complaints
of project-agency managers about the way community decisionmaking “slows
down” the rate of disbursement. The World Bank report attributes the slow
disbursement to delays by the central government in providing counterpart
funding to the projects. Stewart and van der Geest (“Adjustment and Social
Funds”) attribute the problem to the demand-driven structure itself, which
results in a time-consuming process of community- and municipal-level or-
ganizing and decisionmaking. They also point to the concern of project
agencies about “clientelism” and political meddling in project selection and
location, which causes agency managers to impose criteria and requirements
that slow things down. Their concern about reducing delay is at odds with
the World Bank study, “Portfolio Improvement Program,” which suggests
that more time and attention be paid to imposing project criteria that assure
better participation and inclusion of the poor.

9. For example, the World Bank—K. Subbarao, et al., Safety Net Pro-
grams and Poverty Reduction: Lessons from Cross-Country Experience (Washington,
D.C.: World Bank, 1997), p- 104—reports savings of 30~40 percent in school
construction in Mexico’s SF, PRONASOL; and savings of up to 35 percent
in Mexico’s Mendoza Provincial Program for Basic Social Infrastructure
(MENPROSF). (PRONASOL is one of the SFs initiated without donor assis-
tance, and to which the Mexican government has committed more funds
than all of the Latin American SFs combined.) Some SFs, it should be
pointed out, do not include their own overheads in reporting unit costs; for
Peru, see Norbert R. Schady, “Seeking Votes: The Political Economy of Ex-
penditures by the Peruvian Social Fund (FONCODES), 1991-1995” (Prince-
ton University and the World Bank, 1998) p- 5.

The World Bank itself also spends less on SFs for project preparation
and supervision than on other projects run through existing ministries or
agencies in education and health, economic infrastructure, and targeted or
participatory poverty projects. The cost of World Bank input into the SF pro-
Jjects varied from 39 percent to 85 percent of equivalent costs for comparator
projects. (World Bank, Portfolio Improvement Program, p. 42, and calcu-
lated from data in Table 6, P- 43). These lower costs, however, do not seem
to be related to the SF model in itself, but to the fact that the World Bank
does not make disbursements on SF loans contingent on “policy condition-
ality,” which can slow down disbursements on these other projects substan-
tially. World Bank, “Portfolio Improvement Program,” p. 42, and note 55.

10. Subbarao et al., Safety Net Programs, pp. 105-106.

11. The bad rap acquired by standardization in the hands of govern-
ment actually goes well beyond the mainstream development community. It
is the centerpiece of a recent historical analysis of the ills of government by
the political scientist James Scott. Scott points to the inevitable “need” to
standardize as the central root of government’s mistreatment of citizens
throughout history. In so doing, of course, he goes substantially beyond the
donors’ critiques of developing-country governments. Indeed, Scott and
others writing in this vein would probably even treat donor proposals about
improving government through decentralization with equal skepticism.
(Other studies that take a negative stance similar to Scott’s with respect to
government interventions in developing countries, including donor-assisted
ones, have appeared in development anthropology, particularly but not ex-
clusively among the post-modern anthropologists.)
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12. The study written for UNICEF—Sanjay Reddy, Social Funds in Devel-
oping Countries: Recent Experiences and Lessons, UNICEF Staff Working Papers,
Evaluation, Policy, and Planning Series no. EPP-EVL-98-002 (New York: June
1998)—is the least sanguine in this sense.

13. Lustig, Coping with Austerity and “The Safety Nets”; Stewart and van
der Geest, “Adjustment and Social Funds.”

14. Tendler, The Rise of Social Funds.

15. (1) World Bank, “Portfolio Improvement Program”; (2) Goodman,
Social Investment Funds, and Dagmar Raczynski, “Chile: Fondos de Solidari-
dad de Inversién Social (FOSIS), Informe de la Consultora, Evaluation Of-
fice, EVO (June 1996),” in Social Investment Funds in Latin America: Past Per-
formance and Future Role, A Joint Project Between the Evaluation Office and
the Social Programs and Sustainable Development Department (Washing-
ton, D.C.: June 1997), chap. 2; (3) a chapter on SFs in Subbarao et al., Safety
Net Programs; and (4) a review by Sanjay Reddy for UNICEF, Social Funds. All
four studies, together with a more recent one on three SFs in Latin America
(Wiens and Guadagni, Designing Rules) are thoughtful and candid attempts
to review the SF experience. To the extent that half of the Latin American
SFs are funded by both the World Bank and the IDB (9 out of 18), there is
a significant overlap in the experiences on which they both report.

16. Goodman, Social Investment Funds, p. 71. Lustig reports that even the
best known, oldest, and most highly praised Latin American SF, the Bolivian
Social Emergency Fund (started in 1986), employed roughly only 6-8 per-
cent of workers in the two lowest income deciles. The Honduran Fund em-
ployed only 7 percent of the unemployed (1990-1995), the Peruvian fund,
2.7 percent (1991-1995), and the El Salvador fund, 2.5 percent (starting in
1990). (For the Guatemalan fund, no data on employment generation were
even gathered.) Data are from Lustig (“The Safety Nets,” pp. 4-5), citing as
sources the World Bank (“Portfolio Improvement Program”) for Bolivia; and
IDB-funded studies by Cisneros (1996) for El Salvador and Guatemala, and
Moncada (1996) for Honduras.

17. Goodman, Social Investment Funds, p. 71. In a study of the employ-
ment-creating works programs in various developing countries funded out of
U.S. agricultural surpluses, John W. Thomas in “Food for Work: An Analysis
of Current Experience and Recommendations for Future Performance,” De-
velopment Discussion Paper no. 213 (Cambridge: Harvard Institute for In-
ternational Development, Harvard University, 1986), p. 26, reports an aver-
age 52 percent of total expenditures on labor, with a maximum of 77
percent. Joachim von Braun, Tesfaye Teken, and Patrick Webb in “Labor-
Intensive Public Works for Food Security in Africa: Past Experience and Fu-
ture Potential,” International Labour Review 131, no. 1 (1992):19-34, stipulate
at least 60 percent for labor expenditures as desirable for African programs.
Studies of the Maharashtra Employment Guarantee Scheme in India—E.
Costa, “An Assessment of the Flows and Benefits Generated by Public Invest-
ment in the Employment Guarantee Scheme of Maharashtra,” Working
Paper no. 12 (Geneva: International Labour Organisation/World Employ-
ment Programme, 1978); E. H. D’Silva, “Effectiveness of Rural Public Works
in Labour-Surplus Economies: Case of the Maharashtra Employment Guar-
antee Scheme,” Cornell International Agricultural Monograph no. 97

(Ithaca: Cornell University, 1983)—considered to be among the best in the
world—show how labor intensity varies with the kind of project, water projects
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using the largest percentage (80 percent) and road j
projects the lowest (55
MMR@:O. More recently, the Maharashtra Scheme has mm_@:mwma that mw _Mwmﬂ
o v%wnna of total costs be spent on unskilled labor. Anil B. Deolalikar and
Smmwmw.HOBrP “What _.un.ﬁonndbmm Female Participation in Rural Public
orks he Case of India’s Employment Guarantee Scheme” (University of
SFE%%W%: and the University of Delhi, April 1996)
- Goodman, Social Investment Funds 7
: , 1 » PP 22, 71. The evaluators al
MHOMM m,HWmﬁ estimates Mm SF job creation are often overestimated vnnmmmw MM
€ amount “
Eo:ﬁrmm:u. wwova.:u of temporary employment that usually lasts only a few
19. In reporting these findin j
I T gs, Stewart and van den Geest (“Adjustment
mbanmoﬁm_ Funds”) note that these unimpressive outcomes ».Onﬂ vmhmma Mﬂo
partly a result of the fact that governments in SF countries committed more
resources to Eamo. non-donor-funded programs than they did to the SFs. But
even if SF countries had committed more resources, they say their nm_ms_m-
MMMMH wwoi Mrm: ...ﬂm wm,m would still have reached only a smaller share of the
oyed m the lower deciles b i i i
geting (o) 126, es because of their greater difficulty in tar-
20. Goodman, Social Investment Funds —
ol 1 unds, pp. 22-23,
22. For example, the IDB review of SFs fou
- le, nd that, for all but one of th
no:b_c.:wm (Peru), it was not possible to determine the extent to 2Enﬂwromm
m,wdv_ %v&& by mm.m were poor. (In Peru, an unrelated survey from the ongoing
UQ‘ Bank Living .mﬁmzamam Measurement Project had included a question
about employment in the SF; 36 percent of the SF jobs went to the extremel
voo_w and 57 percent to the poor. Ibid., p- 32)) ’
N most cases, the evaluators found it im i i
t possible to determine wheth
poverty had been reduced or income increased in the regions mmza% _uM m%ma.
ow even when such n?m:mnm were detected, it was not possible to anﬁmzdmdm_
whether they were attributable to the program. Ibid., p- 15. The IDB stud
boﬁ.ma that baseline data are not available for employment and income in EM
regions mﬂéoa. by SFs, making the estimate of changes in poverty and in-
%Bm not possible. Gumﬁm have been collected in several cases, however, on
€ employment and income generated by the projects themselves mwm?
vndm..mwﬁm mb% surveys of project beneficiaries.) ~
€ have no way of comparing,” a World Bank stud “
\ y concludes, “h
Mm:aUE.mm target poverty compared with other programs.” Wiens NMM
U:w mmmsw .b&ﬁ«::% Rules, p. xvi. (DRIFs are a subspecies of SFs called
eman -Driven Hd<m.m_ud.mdﬁ Funds that, according to this classification sup-
%Wﬁ mainly productive infrastructure and natural resource Bmdmmmaunbﬁ )
o M WE&.\_ Zwm%ﬂ% on three DRIFs in Latin America—in Mexico OO_OEEW
razil—the latter being th in T ,
Rise of Susial Py g the same programs looked at in Tendler, The
23. As reported by the World Bank, “Portfoli
3. A ) s olio Improvement Progr. ?
P- Hmw.s_obm m:n._ O:ma.mmdr.bm&m:m:w Rules, p. xv; Goodman, wo&aNmN§wa.
SKMN unds; Lustig, ,.QH%.SN with Austerity and “The Safety Nets”; and Stéwart
and van der Omomr. .>&:m5m~: and Social Funds.” In its study of four coun-
Mzmm Muﬂr mm.w Awo_@m‘ Egypt, Sri Lanka, and Zambia), the World Bank study
_ozb that, “the higher the poverty headcount index of the province, the
oimmm was the actual per capita Social Fund expenditure it received; 9.. the
actual expenditures lagged behind allocations in the areas with the .Emrmmﬁ
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poverty index while they far exceeded allocations in areas with low poverty
indices.” Subbarao et al., Safety Net Programs, as cited in World Bank, “Port-
folio Improvement Program,” p. 18.

For the 1990-1992 period with respect to Mexico’s PRONASOL, Cor-
nelius et al. reports that middle-income states received more funds per
capita than poor states (as measured in terms of indices of poverty and un-
derdevelopment). Wayne A. Cornelius, Ann L. Craig, and Jonathan Fox,
Transforming State-Society Relations in Mexico: The National Solidarity Strategy
(San Diego: Center for U.S.-Mexican Studies, University of California, 1994),
pp- 22-23. Carol Graham, in “Mexico’s Solidarity Program in Comparative
Context: Demand-Based Poverty Alleviation Programs in Latin America,
Africa, and Eastern Europe,” in Cornelius et al., Transforming State-Society
(1994), chap. 15, pp. 309-328, reports that, more generally, none of the
poverty alleviation programs in Latin America, Africa, or Europe have been
particularly successful in targeting the poorest members of the population.
The IDB study points out that even using its own calculations, it is very dif-
ficult to determine targeting from the data, which does not distinguish be-
tween rich and poor within municipalities or between some administrative
units and higher-level ones from which the data were drawn.

Some of the studies show that whereas the SFs did not reach the poorest
communities, they often reached communities that, though poor, were not
among the poorest. The IDB study found that the poorest-decile municipal-
ities received less than the others, but that the non-poorest poor received
more than the best-off. A study of the Peruvian SF FONCODES (Schady,
“Seeking Votes”), found that poorer communities actually get more SF fund-
ing per capita.

These somewhat conflicting results have to do in part with inadequacies
of the data, commented on by most authors of these studies; they also relate
to the different politics at particular moments in differerit countries. Presi-
dent Fujimori of Peru clearly relied on a strategy of reform that alienated
urban and middle-class sectors, and he vigorously and explicitly courted the
rural poor through FONCODES to compensate. Kenneth M. Roberts, “Ne-
oliberalism and the Transformation of Populism in Latin America: The Pe-
ruvian Case,” World Politics 48, no. 1 (1996): 82-116.

Complicating these outcomes even further, the intensity of political
courtship through SFs varies from one period to the next, depending not
just on the electoral cycle, but on many variables like the strength of each
opposition party at a particular moment and how much of a challenge it rep-
resents, on whether the elections are midterm or not, on the balance struck
between rewarding loyalists, punishing the opposition, or courting fence-sit-
ters. Schady, “Seeking Votes”; Cornelius et al., Transforming State-Society;
Theda Skocpol and Kenneth Finegold, “State Capacity and Economic Inter-
vention in the Early New Deal,” Political Science Quarterly 97, no. 2 (1982):
955-327; and Carol Graham and Cheikh Kane, “Opportunistic Government
or Sustaining Reform? Electoral Trends and Public-Expenditure Patterns in
Peru, 1990-1995,” Latin American Research Review 33, no. 1 (1998): 67-104.

24. Lustig, “The Safety Nets,” p. 5, citing K. Subbarao et al., Safety Net
Programs.

25. K. Subbarao et al., Safety Net Programs; Goodman, Social Investment
Funds. Based on studies of the Bolivian and Honduran SFs, Stewart and van
der Geest (“Adjustment and Social Funds”) reported that poorer communities
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present fewer proposals for funding than richer communiti i
I itdes (p. 128). -
ilar results were found for India by Raghav Gaiha, “Do >MmmWo<anw Wﬂw,
grammes Reach the Rural Poor in India?” (New Delhi: Faculty of Manage-
mew %E&_wm. University of Delhi, May 1998). 8
- In a review of the Latin American SFs, Lusti ; ] :
h ) g (Coping With Austerity,
P- mC :@8& that they compare unfavorably” with Hrmm%v%ﬂ.mamgm sM“MM Wm
Moam&mﬂnm only the direct-transfer aspects of SFs in the comparison)
ustig, a _.m.mmmanvmn at the Brookings Institution at the time of her stud .
drew on various SF evaluation studies by the donors. ’

27. Goodman, Social Investment Fund,
28. Ibid., p. 71. e funds, pe. 22

29. Lustig (“The Safety Nets,” PP. 24 and Coping Wit ]
Stewart and van der Geest A:>&cm§nﬂﬁ and Social W::N&m:v WMNMNMNNVBWWW
conclusions, in a study including African as well as Latin American countries

30. Goodman, Social Investment Funds. The citation (p- 16) comes ».HOE.
a December 1996 version of this report, as cited in World Bank, “Portfoli
Improvement Program,” p. 47, note 58. “ °

wm MMM.ZQ Bank, “Portfolio Improvement Program,” p. 47.

2. Lhese arguments can be found in various donor documents. See., i
particular, Subbarao et al., § ; : nk,
Eortiolio T Hu_.omHMWM&. Net Programs, pp. 93-116; World Bank,

33. World Bank, “Portfolio Improvement Program,”

34. Lustig, “The Safety Nets,” p- 6, and Gc\ﬁ.smmy. «SQM &WHM..MQ

35. Stewart and van der Geest, “Adjustment and Social mcbmm.a
) 36. Alan gmnz and Carol Graham, “Can Social Sector Reform Make Ad-

justment m:mmEwan and Equitable? Lessons from Chile and Venezuela,”
Journal of Latin American Studies 27, no. 1 (February 1995): 202-203 v

) 37. World w.mb_r. “Portfolio Improvement Program.” The o<&=m.ﬁo~.m also
pointed to the inability to truly compare the demand-driven SFs to other
programs, due to the lack of or poor quality of the data, the classic apples-
and-oranges problem of such a comparison, and the limitations of their MNS
m:m& Bnﬂro&o._om& The sample size was small (ranging from eight to sixty-
nine); they did not compare SFs to non-Bank-funded programs (as wﬁmimﬁwﬁ
and van der Geest did); and they were not able to separate out, on the SF
side, the mm.nﬁn:..m_ piece of the SF program that corresponded mo the com-
W%WMSMH ﬁwo.%mﬁ in a functional ministry—health, education, water, roads, etc
repn Nﬁm&mwv o~<mwwoﬂ rank the kinds of impacts of unemployment and poverty

38. Goodman, Social Investment Funds, p. 68. The stud n is i

Umnm:mw of the reliance on follow-up Unzwmnmm@ acmmmwzbwwwwmﬁﬂww HMW_MMM
mﬁm:mcozm. and the lack of baseline data prior to funding. The report does
Nw“ﬂ”ﬂwﬁ roéﬁﬂhﬁmﬂmﬂ the impact evaluations are a valuable source of in-
on whether projec i i
nOEW-%nMOb : Wh mwmmm%nﬂ %Q.G are operating, and whether selection and

3¢ ..H id., pp. 6, 46, 73. The evaluators attributed thi i “i
mmx_gr.ak of the donors and their “rules and _mamgmozmmmﬂamﬂmﬂﬁmﬁﬁmxﬂm
the mFrQ of local officials to experiment with innovative “mo_cmo:m One in-
teresting example of this donor “inflexibility” related to the use o.m private

contractors for works projects. In trying to serve the poverty-reducing goals
of the SFs, donors typically emphasized works projects that trained m:&m em-
ployed local people, even when private contractors preferred bringing in
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their own workers from outside, particularly for skilled work, and com-
plained that hiring unskilled laborers locally would compromise their effi-
ciency. In focus group meetings convened by the IDB, however, mayors and
community representatives expressed more concern for project quality than
for local employment, and therefore preferred that contractors use their
own skilled labor. With respect to “inflexibility,” then, the IDB evaluators
were making the same critique of the donors that the latter had been mak-
ing of line ministries.

40. World Bank, “Portfolio Improvement Program,” p. 47.

41. Ibid., p. 47, note 59.

42. In Bolivia, a municipal development bank (FNDR) financed water
and sanitation systems through lending, while the SF financed these same in-
vestments on a grant basis. In Senegal, a Municipal and Housing Develop-
ment project provided credit through a municipal credit fund for financing
income-generating projects; at the same time, these municipalities could re-
ceive free funding from the SF (an AGETIP) for roadbuilding. Ibid., p. 32,
note 34.

43. Goodman, Social Investment Funds, pp. 44-45.

44. Ibid., p. 72. The following three quotations in this paragraph are
from the same source (pp. 4445, 72, and 72, respectively).

45. Social Funds and other social safety-net programs really “leave un-
touched the problems of the mainline services . .. [and] . . . evade the more
difficult challenges of institutional reform,” because they operate outside
mainline ministries, use “flexible” procedures avoiding existing problematic
regulations for civil servants and for procurement, and resort to nongovern-
ment organizations at the local level. Joan Nelson, “Reforming Social Sector
Governance: A Political Perspective,” paper prepared for a conference on
Governance, Poverty Eradication, and Social Policy, Harvard University,
12-14 November 1997 (Washington, D.C.: Overseas Development Council, 7
November 1997), p. 5. These modes of operation, of course, are also sup-
posed to be the source of SF strength. Nelson also mentions the explicitly
temporary nature of the funds (albeit now no longer the case); and the fact
that some of the programs are “used as the direct instruments of particular
political leaders or parties.” (She cites Peru’s FONCODES and Mexico’s
PRONASOL as examples—though Mexico, “less clearly” so.)

Similarly with respect to the Latin American SFs, Angell and Graham
(“Can Social Sector Reform,” pp. 202-203) reported that they “diverted re-
sources (both human and physical) and shifted public attention away from
problems in the line ministries,” thus making more difficult the process of
reforming these ministries.

46. The World Bank review of African and Latin American projects re-
ported concerns about sustainability, particularly with respect to the eco-
nomic infrastructure and microfinance components of such projects, noting
that such concerns had “been raised in other reviews as well.” World Bank,
“Portfolio Improvement Programs,” p. vii. Another World Bank study (Wiens
and Guadagni, Designing Rules, pp. xvii-xviii, 46) found that none of the
three Latin American projects (DRIFs) it reviewed “performed particularly
well in achieving” sustainability, and that “information from local or partial
surveys suggests that a high proportion of subprojects may not be sustain-
able.” A World Bank appraisal report for a Senegal SF/AGETIP, noted that
the “sustainability of many AGETIP investments is uncertain,” due to a lack
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of ownership and participation in the project identification and preparation
phase and in the post-project operations and maintenance phase. World
Bank Senegal PAR Public Works and Employment Project, 1996 draft, page
2 :omwm, as cited in World Bank “Portfolio Improvement Program,” p. 15,
note 9.

The IDB came to similar conclusions in Goodman, “Social Investment
m:.:.amua pp- 35-41, and an earlier 1994 IDB study cautioned that, “sustain-
ability remains a potentially serious problem.” Glaessner, Lee, Sant’Anna, de
St. gﬂowbm‘ “Poverty Alleviation and Social Investment Funds: The Latin
American Experience,” p. 22, as cited in World Bank “Portfolio Improve-
ment Program,” p. 15.

One exception came from a 1990 survey of the Bolivian SF, which
showed 95 percent of the social infrastructure projects still operating, and 80
percent of the social assistance projects. The survey was conducted; however,
only one to two years after project completion (Goodman, Social Investment
ﬁ::&m p. 41). The survey also concluded that the projects most likely to be
m:mﬁm_.bmm were those where users participated most actively, where the re-
questing agency had had previous experience operating this type of project,
and where the requesting agency had a stable source of financing for recur-
rent costs.

47. Swola Bank, “Portfolio Improvement Review,” 1997, p. 31.

_ 48. Eighty percent of the project descriptions did not mention sustain-
ability or concern themselves with its three key components: (1) evidence of
amamﬁa (range of options offered, information made available, evidence of
commitment through contribution in cash or kind); (2) appropriateness of
HonvEnE standards; and (3) soundness of arrangements for operations and
maintenance. World Bank, “Portfolio Improvement Program,” p. 30.

49. Ibid., pp. 30-31.

50. World Bank, “Portfolio Improvement Program,” 1997, pp. 15-16
note 9. The World Bank evaluators reinforce their concerns about m:mﬁmgu
ability with citations from their sister SFfinancing institution, the IDB, and
from other reviewers within the World Bank itself. They also question
27@9.2. SF designers and managers even thought about project designs and
Hmn?:_mm_ standards that would be more likely to elicit user maintenance and
m:B.HQ:m for recurrent costs. They point out, it should be noted, that their
m:a_bmm. relate more to “likely,” as opposed to actual, sustainability, because
only a limited number of the individual country evaluations it drew on in-

volved SF projects with long-term objectives (p. 4).

51. World Bank, “Portfolio Improvement Program.”

52. See, for example, World Bank Honduras PAR Report No. 13839-HO
1994, para. 4.15, as cited in World Bank, “Portfolio Improvement Program "
1997, pp. 15-16, note 9. ,

53. Goodman, Social Investment Funds, p. 74. In Latin America, out of six-
teen countries and seventeen SFs (Guatemala has two), Chile’s FOSIS has
the lowest level of external financing—11 percent. The next lowest are
Guatemala’s FONAPAZ (12 percent), and Colombia’s RED SOLIDARIDAD
(20 percent). (The IDB evaluators, as noted above, ranked these three as the
Bomﬁ.m:nnomm?_ in terms of innovative practices.) For the rest, external fi-
nancing ranges from 58 percent to 94 percent, with only three countries
v.m_.bm between 60 percent and 80 percent (Peru, Uruguay, and Venezuela)
(ibid., p. 10, table 2.1). The Mexican SF, PRONASOL, is also one of the SFs
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most “owned” by its government. It was initiated by the Mexican government
without donor funding and is one of the largest in terms of absolute re-
sources, share of the budget, and coverage (Cornelius et al., Transforming
State-Society, p. 14). It does not appear in this particular table of the IDB be-
cause it is currently not receiving donor funding; it has received funding
from the World Bank in the past.

54, Goodman, Social Investment Funds, pp. 64, 74.

55. The studies report little of this problematic nature with respect to
the new role of private firms, though this may have been due to a simple lack
of analytical interest in this matter. See Tendler, Rise of Social Funds, sections
3 and 4 for case evidence and discussion of the private firms.

56. Ibid., p. 39. In many communities, the report said, NGOs are not very
active. In addition, NGOs tended to specialize more in training and commu-
nity development programs than in managing the construction projects that
constitute an important activity of many SFs. In the SFs where NGOs played
a greater role, then, it was because the program did not focus on building in-
frastructure (like Chile’s FOSIS). Other exceptions were cases in which the
government was “institutionally extremely weak” to the point that NGOs had
more capacity to generate projects than government (Haiti) and, in general,
because the SF was formally required to use them. The usual tension that ex-
ists between NGOs and government also seemed to get in the way. The NGOs
disliked being the “mere executors” of a “paternalistic” government program,
and wanted to participate more in early phases of the project cycle. SF man-
agers and staff, presumably, were not anxious to do this.

57. Reddy, Social Funds, p. 58.

58. According to a Project Completion Report cited in Subbarao et al.,
Safety Net Programs, p. 107, the projects were in health and education, and
the study was conducted one to two years after completion. This same find-
ing was cited in Goodman, Social Investment Funds, p. 41. Lower performers
on the “sustainability” measure also included projects requested by regional
government institutions as opposed to central-government institutions.

59. Subbarao et al., Safety Net Programs, pp. 101, 109.

60. World Bank, “Portfolio Improvement Review,” 1997, pp. 38-39. The
report suggested that microfinance components are “best administered by
an existing agency as an apex institution . . . ” because “[e]xperience shows
that NGOs, generally, are not capable of providing the range of financial ser-
vices required by the poor on a sustainable basis (particularly deposit ser-
vices).” (p. 39)

61. World Bank, “Portfolio Improvement Program”; Goodman, Social In-
vestment Funds.

62. Stewart and van der Geest, “Adjustment and Social Funds.”

63. Goodman, Social Investment Funds, pp. 15, 43. There may also be an
inherent tendency for exacerbation of this problem in that the better-off
communities that are successful in getting one project will come back for
subsequent ones and prepare them better, while communities that are
turned down or have a difficult time will become discouraged and desist, a
point made by Schady, “Seeking Votes.”

64. Goodman, Social Investment Funds, p. 15.

65. Alec Ian Gershberg, “Distributing Resources in the Education Sec-
tor: Solidarity’s Escuela Digna Program,” in Cornelius et al., Transforming
State-Society (1994), pp. 249-251.
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66. World Bank, “Portfolio Improvement Program,” p. 47.

67. For example, ibid., pp. vii, ix, 15.

MW eO»\oanwP Social Investment Funds.

69. orld Bank Honduras PAR Report No. 13839-HO, 1
as cited in World Bank, “Portfolio HEWao@Ema Review,” H%%mr Wwaﬂ.mwww,
note 9. , Y .

Ww HO_uomaEm.w' Social Investment Funds, pp. 35-36.

. Ibid., p. 34, and Raczynski, Chile: Fondos . 38-76, partic

46, 48, 73, and 74). Also different, the Chilean mAMW.W.DBmE %@2@&%@%% Wm
a permanent program from the start (it was created during a time of high eco-
nomic m.nms:.d of 7 percent a year); this contrasts with the temporary status
of the majority of Latin American SFs and the origins of most SFs in “tem-
porary” periods of low growth, high unemployment, and structural-adjust-
ment or other crises,

) 72. >.bmn: and Graham, “Can Social Sector Reform,” p- 203. They at-
tribute this greater integration in Chile to the fact that a whole series of new
safety net programs undertaken during the Pinochet government—particu-
larly public employment programs—were integrated into the line ministries
and hence “did not create a separate and competing bureaucratic layer.”
Emo‘ these sectors had been “historically relatively efficient and had pro-
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