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29.
R
ussia

attem
pted

radical
reform

,
but

the
reform

ers
w
ere

ousted

from
the

governm
ent

before
the

reform
s
took

hold.
See

A
nders

A
slund,

Peter
B
oone,

and
Sim

on
Johnson,

“W
hy
Stabilize:

Lessons
from

Post-C
om

m
unist

C
ountries,”

Brookings
Papers

on
Econom

ic
A
ctivity, no.

1
(1996).

30.
Ibid.

R
adical

reform
ers

have
lost

elections
prim

arily
in
situations

w
here

pro-reform
forces

w
ere

less
united

than
the

form
er
C
om
m
unists. A

nd

even
w
here

this
has

been
the

case,
as
in
Poland

and
Estonia,

reform
s
have

not been
reversed.

31.
Som

e
of
the

decline
m
ay
reflect

the
extent

to
w
hich

pretransition

statistics
w
ere

not
reliable.

I
am

grateful
to
D
r.
G
eorge

G
raham

of Johns

H
opkins

U
niversity

for
raising

this
point.

32.
T
hese

figures
are

for
1992.

See
“O
ld
and

U
naffordable,”

The
Econo

m
ist,

30
A
pril

1994. T
he
im
plicit

debt
of U

kraine’s
pension

system
,
for
ex

am
ple,

is
214

percent
of
G
D
P. A

m
ong

O
EC
D
countries,

only
Italy’s

debt,
at

242
percent

is
higher. H

ungary’s
is
172

percent, Japan’s
is
144

percents
and

the
U
nited

States’
is
89
percent. See

K
ane,

“N
otes

on
the

U
krainian

Pensions

System
.”

33. See
B
rian

Pinto, M
arek

B
elka, and

Stefan
K
rajew

ski, “The
M
icroecO

nom
ics

of
T
ransform

ation
in
Poland:

A
Survey

of
State

E
nterprise

R
e

sponses”
(W
ashington, D

.C.: W
orld

B
ank, June

1992, m
im
eograph).

34.
Social-w

elfare
reform

(health
and

pension)
w
as
a
m
ajor

issue
in
the

parliam
entary

elections
in
June

of
1996.

W
hile

K
laus’s

party
received

a

higher
percentage

of the
vote

than
it did

in
1992

(44
percent versus

42
p
er

cent),
it received

few
er
parliam

entary
seats, w

hich
w
ent

to
the

C
hristian

D
e

m
ocrats

in
three

industrialized
regions.

See
“Czech

R
epublic:

Surprise,”
The

Econom
iSt, 8 June

1996.
35. Private-sector

saving
in
C
hile

increased
from

nearly
zero

in
1979—

81

to
an
average

of
17.1

percent of G
D
P
in
1990—

92. See
G
iancarlo

C
orsetti

and

K
laus

Schm
idt-H

ebbel,
“Pension

R
eform

and
G
row

th,”
Policy

Research
W
ork

ing
Papem

no.
1471

(W
ashington, D

.C.: W
orld

B
ank, June

1995)

36. A
uthor’s

interview
s
w
ith
Jose

Pinera,
M
inister

of
L
abor

and
Social

Security
at the

tim
e
the

reform
w
as
im
plem

ented; W
ashington, D

.C. and
San

tiago, june—
July

1996.
37. For

exam
ples,

see
G
raham

,
Safety

N
ets

38.
For

a
detailed

description
of
this

dynam
ic
in
one

transition
econ

om
y, see

C
arol G

raham
,
“Strategies

for
E
nhancing

the
Political Sustainability

of
R
eform

in
U
kraine,”

PSP
D
iscussion

Papers,
no.

50
(W
ashington,

D
.C.:

W
orld

B
ank, January

1995).

5
Safety

N
ets
and

Service
D
elivery:

W
hatA

re
Social Funds

R
eally

Telling
U
s?
1

Judith
Tendler

Social
Funds

(SFs)
have

draw
n
w
idespread

enthusiasm
and

support
from

the
international

developm
ent

com
m
unity

in
recent

years.
T
hey

are
said

to
reduce

poverty
and

unem
ploym

ent
and

to
bring

ser
vices

and
sm
all
w
orks

projects
to
m
yriad

poor
com

m
unities

in
a
w
ay

that
is
decentralized,

dem
and-driven,

participatory,
low

in
cost,

and
fast-disbursing.

In
L
atin

A
m
erica

alone,
the

W
orld

B
ank,

the
Inter-

A
m
erican

D
evelopm

ent
B
ank

(1D
B
),
and

the
E
uropean

C
om
m
unity

have
expended

m
ore

than
U
S$2

billion
on
eighteen

social
funds

since
the

late
1980s—

the
1D
B
leading

w
ith
U
s$1.3

billion.
T
here

is
no

sign
of
slackening,

and
proposals

for
SFs

have
even

figured
prom

inently
in
recent

donor
reform

packages
for

the
crisis-afflicted

A
sian

econom
ies.

Strangely
enough,

how
ever,

the
num

erous
studies

of
SFs

carried
out

or
funded

by
the

donors
them

selves
provide

m
ore

grounds
for

skepticism
than

for
enthusiasm

.
T
his

chapter
explores

this
conundrum

and
suggests

a
w
ay
out.

D
onors

view
the

5Fs
as
a
breakthrough

in
providing

poor
co
m

m
unities

in
developing

countries,
m
ainly

in
rural

areas,
w
ith

w
orks

projects
and

som
e
services.

R
oughly

one-third
of
the

funds
goes

to
econom

ic
infrastructure;

another
third

to
education

and
health,

n
u

trition,
and

population
activities;

and
another

third
to
m
iscellaneous

activities
like

m
icrofinance,

training,
and

environm
ental

in
terv

en
tio
n
s.
2

T
he

5Fs,
w
ith
their

m
ore

independent
project

agencies
or

units
and

their
“dem

and-driven”
features,
3

are
described

as
“an
im
ag

inative
effort

to
m
ake

governm
ent

actions
and

resources
m
ore
b
en
e

ficial
to
the

poor.”
T
hey

are
said

to
show

“considerable
potential

as
instrum

ents
of
collaborative

partnership
betw

een
public-private

com
m
unity

sectors
for

sustainable
service

delivery
T
hey

are
re

ported
to
succeed,

often,
“in

targeting
the

poor
and

in
providing
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basic
services

m
ore

cheaply
and

speedily
than

public
sector

agencies

that have
traditionally

been
charged

w
ith
these

functions.”
4

This
chapter,

draw
ing

m
ainly

on
evidence

about
SFs

provided
by

donor
evaluations,

raises
questions

about
the

presum
ed
greater

d
e

sirability
of SFs

as
an
alternative

to
traditional governm

ent supply, or

reform
ed
versions

of it. M
y
fieldw

ork
on
four

SFs
in
northeast B

razil,

as
reported

elsew
here, reinforced

this
interpretation

of the
evidence.
5

T
hrough

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
attem

pts
to
im
prove

the
quality

of public

service
delivery

in
developing

countries.
T
he
acclaim

ed
strengths

of

SFs, after
all, are

variations
on
a
m
ore

general set of argum
ents

about

the
problem

s
of
overcentralized

and
“supply-driven”

public
service

provision
and

about
the

superiority
of
m
ore

decentralized
and

dem
and-driven

approaches.
W
ith
som

e
exceptiofl5

the
donor

com
m
unity

has
interpreted

the

SF
experience

through
a
rather

ill-fitting
tem

plate, w
hich

categorizes

it
as
dem

and-driven,
decentralized,

partially
privatized

and
there

fore
“good.”

In
certain

w
ays,

for
exam

ple,
SFs

represent
the

opposite

of
real

decentralization.
T
hey

are
run

by
centralgoV

ernm
e1t
agen

cies,
either

new
ly
created

or
new

ly
em
pow

ered
by
their

association

w
ith
international

donors
and

w
ith
strong

support
from

the
coun

try’s
president.

In
the

m
ajority

of
cases,

m
oreover,

they
do
not
d
e

volve
pow

er
and

responsibilities
to
local governm

ents. W
hen

they
do,

this
is
usually

not part of a
larger

reform
of intergovernm

ental
trans

fers
and

other
decentralizing

m
easures, and

som
etim

es
even

w
orks

at

cross-purposes
to
such

reform
s.
To

the
extent

that
SFs

do
try

to
re

duce
the

size
(though

not
pow

er)
of
the

“central”
part

of
their

oper

ation,
they

m
ay
be
m
ore

accurately
described

as
“deconcentrated”

rather
than

as
“decentralized.”

W
ithout the

tem
plate

through
w
hich

SFs
are

usually
view

ed, the
ex

perience
could

yield
som

e
interesting

evidence
on
w
hich

to
build

a
less

lim
iting

view
of opportunities

for
reform

. This
chapter

encourages
the

developm
ent com

m
unity

to
expand

its
thinking

beyond
SF-type

m
odels

to
w
ays
of im

proving
governm

ent perform
ance

that m
ay
not be

as
new

and
different but

that have
show

n
no
m
ore

defects
than

the
SFs.

W
hat follow

s
is
not

m
eant

to
be
a
thorough

review
of
the

SF
ex

perience
or
of the

argum
ents

for
and

against SFs. For
this,

the
reader

can
turn

to
several

com
prehensive

donor-funded
review

s
of
the

evi

dence
and

a
handful

of
other

excellent
studies

of
SFs

by
social

sci

entists,
all
referred

to
in
the

endnotes.
T
he
argum

ents
that

follow

also
do

not
constitute

a
brief

against
SFs

or
dem

and-driven
ap

proaches
in
general

or
in
favor

of
supply-driven

approaches.
I
w
ill

argue
not

that
SFs

are
perform

ing
poorly,

but
that

the
donors’

ow
n

evidence
does

not dem
onstrate

that they
are

clearly
superior

to
other

approaches
to
im
proving

governm
ent

services
in
a
sustained

way.
I

therefore
question

the
large

am
ounts

of funding
dedicated

to
them

and
the

im
portance

attributed
to
them

as
a
new

approach
to
deliv

ering
services

and
reducing

poverty.

Social Funds
and

T
heir

Strengths

Since
the

late
1980s, the

tw
o
largestdonors

have
spent roughly

U
S$2.6

billion
on

SFs—
U
S$1.3

billion
by
the

1DB
on
eighteen

social funds
in

sixteen
countries

of Latin
A
m
erica,U

S$1.3
billion

by
the

W
orld

B
ank

in
thirty-four

countries
(m
ainly

in
L
atin

A
m
erica

and
A
frica),

and

roughly
that sam

e
am
ount by

the
E
uropean

donors
com

bined.
6

Social

Funds
started

in
Latin

A
m
erica,

according
to
the

lore,
as
a
tem

porary

antidote
to
the

adverse
im
pact

of
structural-adjustm

ent program
s
on

the
poor

in
various

countries.
7

T
he
Latin

A
m
erican

experience
cam

e

to
be
the

reference
point for

SF
prom

otion
elsew

here.
O
riginally,

SFs

w
ere

m
eant

to
provide

quick
em
ploym

ent through
public-w

orks
proj

ects
and

em
ergency

social
services

in
rural

areas,
partly

in
lieu

of
the

increasingly
faltering

presence
of
fiscally

strapped
line

m
inistries.

Som
e
w
ere

designed
explicitly

to
com

pensate
for

layoffs
caused

by

dow
nsizing

of the
public

sector
and

its
parastatals.

A
fter

three
or
four years, donors judged

the
SFs

to
be

so
effective

at tem
porary

relief,
and

so
appealing

as
an
alternative

m
odel

of pub

lic-sector
service

delivery,
that

they
provided

follow
-on

funding
to

several
SFs

and
elevated

som
e
to
m
ore

perm
anent

status.
T
hey

also

cam
e
to
see

the
SFs

not just
as
a
tem

porary
m
easure

for
hard

tim
es,

but
also

as
an
attractive

m
odel—

decentralized,
partially

privatized,

and
dem

and-driven—
for

the
delivery

of
som

e
services

and
sm
all

w
orks

projects,
particularly

to
the

poor
and

in
rural

areas.
T
hough

SFs
vary

w
idely

across
countries,

they
tend

to
have

the

follow
ing

com
m
on
com

ponents:
(1)

grant
funds

are
m
ade

available

to
com

m
unities

or
m
unicipal

councils
w
ho
choose

am
ong

a
m
enu

of

possible
projects

(a
w
ell,

health
center,

school,
grain

m
ill,
road

re

pair,etc.);
(2)
project design

and
construction

are
decentralized

and

partially
privatized,

involving
local

actors—
private

firm
s,
N
G
O
s,
or

local
governm

ents;
(3)

com
m
unity

groups
m
ake

contact
w
ith

and

contract
the

design
or
construction

firm
or
equipm

ent
supplier,

m
onitor

project
execution,

and/or
take

responsibility
subsequently

for
operations

and
m
aintenance;

and
(4)

a
local

contribution
is

often
required,

roughly
10
to
15
percent

of project
costs.
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In
addition

to
their

em
phasis

on
the

virtues
of
these

dem
and-

driven
and

decentralized
features,

donor
evaluations

portray
the

SF

success
in
term

s
of
characteristics

that
are
just

the
opposite

of
the

typical
governm

ent
agency_flam

elY
rapid

rates
of
disbursem

ent,
8

flexibility,
low

overhead
due

to
“lean”

adm
inistration,

and
low

unit

costs
for

projects
like

schools, health
posts,

road
repairs,

and
other

standardizable
w
orks.
9

A
s
depicted

in
the

num
erous

docum
ents

on

social
funds,

the
organizational

features
considered

key
to
these

achievem
ents

are:
(1)

they
are

run
by
sem

iaU
tO
nom

ous
units

or

agencies
operating

outside
line

agencieS
som

etim
es
new

ly
created

and
often

close
to
the

office
of
the

country’s
president;

(2)
they

w
ork

outside
civil service

regulatiofls
particularly

w
ith
respect to

the

setting
of salaries

and
hiring

and
firing;

(3)
their

m
anagers

are
often

recruited
from

the
outside

and
have

experience
w
ith
m
anagem

ent in

the
private

sector, w
hile

m
any

of
their

staff
m
em
bers

represent
the

best
of
the

public
sector,

lured
to
the

SFs
by
the

higher
salaries;

(4)

they
have

succeeded
in
operating

outside
governm

ent
procurem

ent

regulations
and

sim
plifying

procurem
ent

in
a
w
ay
that

has
sped

up

the
execution

of
sm
all w

orks
projects;

and,
as
a
result,

(5)
they

use

design
standards

that
are

not
overdim

ensiofled
and

hence
are

m
ore

appropriate
for
rural

areas.
O
ther

contributing
factors

are
said

to
be

the
use

of
private

contractors
and

the
com

petition
they

m
ust

face;

the
involvem

ent
of
beneficiary

com
m
unities

in
project

execution

through
contributions

of m
anagem

ent tim
e, labor, and

cash;
and

the

high
dedication

of
project

staff
“in

com
parison

to
their

inefficient

counterparts
in
governm

ent public
w
orks

departm
ents.”°

T
he
Problem

and
H
ow

to
Solve

It

U
nderlying

these
acclaim

ed
features

of
SF
design

is
a
broader

set
of

argum
ents

about
the

problem
atic

nature
of
the

traditional
organiza

tion
of
governm

ent program
s—
nam

Y
that

they
are

overly
central

ized, inflexible, and
supply-driven; their

costs
are

high,
m
ostly

for
p
er

sonnel;
and

their
pace

of
w
ork

is
encum

bered
and

slow
.
T
hese

argum
entS

based
m
ainly

on
recent literature

in
econom

ics
and

polit

ical
science,

suggest
that

m
ore

decentralized,
dem

and-driven,
and

partially
privatized

provision
reduces

m
any

of the
undesirable

aspects

of traditional
governm

ent provisioning. B
ecause

the
argum

ents
about

decentralization
are

by
now

quite
fam

iliar
and

have
attained

the
sta

tus
of
self-evident truths,

they
are

sum
m
arized

only
briefly

here.

T
he
problem

atic
nature

of m
uch

of governm
ent service

provision

d
n
arise

from
its
position

not just as
a
m
onopoly, but one

that is 1
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unregulated.In
this

sense,
governm

ent’s
problem

is
sim

ilar
to
that of

an
y
o
th
e
r
m
o
n
o
p
o
ly
,
p
riv
ate

as
w
ell

as
public:

It
is
over-centralized

and
inflexible

and
suffers

from
low

responsiveness
to
consum

er
pref

erences
and

other
inefficiencies

that
go
unpunished

by
com

petitive

pressures.
D
ecentralization

is
thought

to
reduce

these
problem

s,

partly
by
introducing

com
petitive

pressures
or
surrogates

for
them

.
It

locates
service

provision
m
ore

locally
and

also
brings

in
new

providers

from
outside

governm
ent—

m
ost im

portantly,
firm

s
and

nonprofit o
r

ganizations.
O
perating

at
m
ore

local
levels,

firm
s
and

N
G
O
s
are
ex

pected
to
be
m
ore

flexible
than

governm
entand

m
ore

capable
of cre

ating
locally

tailored
solutions;

N
G
O
s
in
particular

w
ill
be
m
ore

com
m
itted

to
w
orking

w
ith

the
poor

than
governm

ent.
For

these

p
re
ssu
re
s
and

incentives
to
bear

fruit,
it
should

be
noted,

decentral

izing
program

s
need

not
necessarily

be
form

ally
dem

and-driven.

For
decades,

donor
m
onitoring

and
evaluation

reports
have

b
e

m
oaned

the
problem

s
associated

w
ith

overly
centralized

govern

m
ent—

excessive
standardization,

overdim
ensioning

of
projects,

and

unnecessarily
high

unit
costs.

T
he
sorry

results
of
these

failings
in

clude,
particularly,

faulty
operations

and
m
aintenance

(O
&
M
)
and

the
shortage

of
financing

for
recurrent

costs
and

other
operational

support.
It
is
exactly

these
kinds

of
problem

s
that

led
to
the

current

preoccupation
of
the

developm
ent

com
m
unity

w
ith

“sustainability”

and
“ow

nership.”
In
that

decentralization
transfers

the
process

of

project
choice

and
design

closer
to
w
here

users
live,

this
is
expected

to
lead

to
low

er
costs

and
m
ore

custom
ized

results.
Providers

w
ill
be

m
ore

vulnerable
to
pressures

from
users,

and
a
good

part
of
the
re

sponsibility
for

O
&
M
can

be
handed

over
to
the

users
them

selves.

Today,
these

linked
argum

ents
for

decentralized
and

dem
and-

driven
service

delivery
seem

to
m
ake

obvious
sense.

A
t
the

sam
e

tim
e,
they

also
represent

a
refreshing

departure
from

previous
think

ing
about

planning
and

governm
ent

organization.
T
hey

deny,
often

only
im
plicitly,

the
im
portance

of
econom

ies
of
scale

and
of
stan

dardization
and

specialization,
particularly

in
the

provision
of sm

all-

scale
and

local-level
infrastructure

and
services

to
the

poor.
T
he
ar

gum
ents

suggest
that

planning,
design,

and
execution

by
agencies

w
ith
functional

expertise
and

responsibilities
sim

ply
do
not

w
ork

under
a
w
ide

variety
of circum

stances.This
is
because

som
ething

gets

in
the

w
ay
that

prevents
the

traditional
econom

ies
of
scale

and
stan

dardization
from

m
aterializing.

T
he
dem

and-driven
approach,

in
contrast,

starts
the

process
of

project
design

and
im
plem

entation
not

w
ith
decisions

by
planners

but
w
ith

choice
by
the

user—
nam

ely,
“the

com
m
unity.”

G
overn

m
ent’s

role
is
not

to
be
the

sole
designer

and
provider

of
the

w
ell
or
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pow
er
hookup

or
other

project,
but

to
lead

a
process by

w
hich

it offers

an
array

of options
from

w
hich

people
can

choose. T
he
com

m
unity’s

choice,
in
turn,

does
not

sim
ply

trigger
provision

of
the

project
by
a

specialized
agency

or
the

SF
itself.

R
ather,

the
tasks

of
design,

con

struction,
and

equipm
ent

purchase
can

now
be
carried

out
as
w
ell,

and
at
the

com
m
unity’s

behest,
by
private

firm
s,
nongovernm

ent
o
r

ganizations,
or
m
unicipal

governm
ents.”

For
the

logic
of decentralization

to
w
ork

properly,
user

choice
is

key.
U
sers

m
ust

have
good

inform
ation

about
their

rights
and

o
p

tions;
they

m
ust be

inform
ed
of the

procedures
for

gaining
access

to

service
providers,for

registering
their

preferences
or
dissatisfactions,

and,
in
the

case
of
SFs, m

ust
know

how
to
design

projects
and

p
re

sent
them

for
funding.

For
this

reason,
m
any

SFs
include

public
in

form
ation

cam
paigns.

It
is
not

only
the

donors
w
ho
have

draw
n
at

tention
to
the

im
portance

of providing
inform

ation
to
users.T

he
last

decade’s
literature

on
transactions

costs
has

devoted
m
uch

greater

attention
to
the

issue. This
includes,

in
particular,

the
concern

about

the
“inform

ation
asym

m
etries”

that
are

so
com

m
on

in
the

transac

tions
betw

een
intended

project
beneficiaries

and
their

providers.

A
cclaim

and
E
vidence

T
he
num

erous
studies

of
SFs

carried
out

or
funded

by
developm

ent

institutions
usually

start
and

end
on

an
enthusiastic

n
o
te
.

1
2

B
ut
cer

tain
findings

reported
in
the

m
iddle—

som
etim

es
in
sections

related

to
“problem

s”
or
“issues”—

provide
serious

grounds
for

skepticism
.

Even
tw
o
quite

critical
papers

on
social

funds
have

draw
n
for

their

supporting
evidence

on
these

very
sam

e
donor

docum
ents,

or
on
re

search
funded

by
the
d
o
n
o
rs.
1
3

Social Funds
started

w
ith
the

purpose
of creating

tem
porary

em

ploym
ent

for
the

poor
and

thereby
reducing

poverty
through

sm
all,

decentralized
w
orks

projects
in
rural

areas.W
ith
the

seem
ing

success

early
on

in
L
atin

A
m
erica,

the
donors

cam
e
to
see

Social
Funds

m
ore

broadly
as
a
good

m
odel

for
perm

anently
serving

poor
rural

com
m
unities—

not
only

w
ith
w
orks

projects,
including

the
building

of schools
and

health
clinics,

but
also

w
ith

a
variety

of other
services

like
day

care
centers

and
m
icrofinance

program
s. T

hrough
the

years,

the
donors

have
tended

to
place

m
ore

em
phasis

on
the

claim
about

service
delivery

than
that about em

ploym
ent

creation
and

poverty
re

duction;
nevertheless,

SFs
still

appear
as
im
portant

instrum
ents

in

the
donor

arsenal
of
“safety

net”
policies

for
the

poor.
The

findings
of

m
y
ow
n
fieldw

ork,as
reported

elsew
here, also

relate
m
ore

to
the

claim
s
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about
SFs

as
an
alternative

w
ay
of
organizing

service
delivery

than
to

their
strength

as
safety

n
ets.
1
4

U
nfortunately,

there
has

been
m
ore

sys
tem

atic
and

quantitative
em
pirical

research
into

the
claim

s
about

em
ploym

ent
creation

and
poverty

reduction
than

into
the

alleged
superior

perform
ance

ofSFs
as
a
m
odel

ofpublic
adm

inistration.
In
w
hat

follow
s,
the

evidence
for

each
of
the

tw
o
claim

s
is
dis

cussed
separately_poverty

reduction
and

em
ploym

ent
creation,

as
distinct

from
the

new
m
odel

of
organizing

services
and

w
orks

p
ro

jects.
T
he
evidence

is
draw

n
m
ainly

from
four

recent
m
ulticountry

review
s
of
the

SF
experience

by
the

Inter-A
m
ericai,

D
evelopm

ent
B
ank,

the
W
orld

B
ank,

and
U
N
IC
E
in
addition

to
som

e
studies

by
O
utside

researchers. 15

Reducing
U
nem

ploym
entand

Poverty

W
ith
respectto

the
claim

s
aboutem

ploym
ent

creation,
the

SF
review

s
reveal

that
these

program
s
have

“created
relatively

few
jobs”

and
reached

only
a
sm
all
fraction

of
the

labor
force

(in
the

Latin
A
m
eri

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
program

s
dedicated

to
em
ploym

ent
c
re
a
tio
n
.I
7J
o
b
s

provided
by
the

SFs
w
ere

tem
porary,

oflow
quality,

and
provided

no
training.

M
ost
of
the
bet

terjobs
w
ent

to
skilled

laborers
broughtin

from
elsew

here
by
outside

contractors;
42
percent

oflabor
expenditures

in
the

N
icaraguan

SF
for

exam
ple,

w
ere

for
skilled

labor.1S
Several

em
ploym

ent
creation

program
s
that

antedated
the

SFs
created

significantly
m
ore

jobs,
em

ployed
a
m
ore

significant
share

of
the

labor
force,19

and
elicited

sig
nificantly

greater
budgetary

resources
from

their
respective

govern
m
ents.

In
com

parison
to
the

dem
anddrjven

SFs,
these

program
s
w
ere

SU
pplydrjven

and
m
ainly

notfunded
by
donors

(atleastinitially).
W
ages

paid
by
Social

Funds,
although

often
set

at
the

legal
m
in

im
um
,
w
ere

nevertheless
typically

low
er
than

subsistence,
and

som
e

tim
es
significantly

so
.

2
0
The

w
age

in
the

N
icaraguan

SF
for

exam
ple,

represented
57
percent

ofa
basic

fam
ily
food

basket.
G
ranted,

w
ages

are
often

set
this

low
in
em
ploym

efltcreating
program

s
so
as
not

to
draw

labor
aw
ay
from

privatesector
em
ployers

and
to
keep

the
non-

poor
from

applying
for

these
jobs.

A
t
the

sam
e
tim
e,
how

ever,
the

low
erthansubsistence

level
plus

the
tem

porariness
of
the
jobs

adds
up

to
a
w
eak

instrum
ent

for
a
m
ore

Sustained
reduction

of
poverty

and
unem

ployine,t.
In
the

sam
e
vein,

the
voluntary

labor
often

re
quired

of
com

m
unities

for
SF
projects,

although
m
eant

to
serve

the
goal

of
reducing

costs
and

eliciting
“ow

nership”
of
the

project,
rep

resents
a
regressive

tax
on
the
p
o
o
r.
2
1
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funds.
Surprisingly,

how
ever,

no
clear

superiority
em
erges

for
SFs

from
this

com
parison,

even
though

the
evaluation

still
concludes

on

a
positive

note
about

the
SF

as
a
m
o
d
el.
3
7

T
he

1DB
evaluators,

also

concluding
positively,

reported
that

the
evidence

they
review

ed
w
as

not
sufficient

to
form

a
judgm

ent
as
to
w
hether

SFs
have

actually

m
ade

a
difference

in
the

availability
of basic

econom
ic
and

social
ser

vices
in
the

various
com

m
unities

w
here

they
o
p
erate.
3
8

In
addition,

they
found

that
the

m
ost

successful
and

innovative
of
the

SFs
w
ere

those
conceived

w
ithout

donor
input

and
financing

(C
hile,

C
osta

R
ica,

and
G
uatem

ala)
and

w
ere

different
from

the
typical

SF
in
im

portant w
ays.
3
9

(This
is
discussed

in
m
ore

detail
below

.)

R
elations

w
ith

line
m
inistries.

T
he
donor

evaluations
express

consid

erable
concern

about
the

w
isdom

of
investing

so
m
uch

energy
and

resources
in
creating

new
structures

outside
governm

ent
instead

of

m
ore

directly
supporting

reform
of existing

governm
ent institutions.

T
he
W
orld

B
ank

review
w
arned

that
SFs

“should
not

take
attention

aw
ay
from

—
or
w
ork

counter
to—

.
. fundam

ental
fiscal

or
institu

tional
reform

s
.

.
. thataddress

poverty
system

ically.”
4°

C
autionary

ex

am
ples

w
ere

that
of
Egypt, w

here
the

central
governm

ent
explicitly

cut
back

allocations
to
local

governm
ents

because
of
the

expected

“inflow
s
from

the
SocialFund”;

and
H
onduras, w

here
allocations

for

the
m
inistries

of education
and

health
declined

at the
sam

e
tim
e
that

local
governm

ents
began

receiving
m
ore

funds
as
a
result

of
the

SF

th
ere.
4
1A
variation

on
this

problem
,
related

to
the

grant-funded
nature

of
the

SFs,w
as
the

“unfair”
com

petition
SFs

presented
to
other

gov

ernm
ent

agencies. W
hile

these
latter

agencies
w
ere

providing
loan

fi

nancing
to
m
unicipalities

or
com

m
unities

for
sim

ilar
projects,

SFs

w
ere

offering
m
ore

attractive
grant

funding;
this

som
etim

es
h
ap

pened,
m
oreover,

at
the

sam
e
tim
e
that

the
non-SF

agencies,
urged

by
donors

them
selves,

w
ere

trying
to
m
ake

the
difficult

transition

from
providing

grant
to
loan

financing
to
com

m
unities

for
appro

priate
projects.

W
hen

able
to
choose

betw
een

grant
and

loan
financ

ing,
of
course,

the
com

m
unities

or
m
unicipalities

understandably

preferred
the

free
funding

of
the

SFs;
som

etim
es,

SFs
even

funded

applications
that

existing
agencies

had
rejected

for
loan

funding
on

technical
or
other

grounds.
T
he
W
orld

B
ank

gives
exam

ples
of
tw
o

such
cases,

one
in
Senegal

and
the

other
in
B
olivia.
4
2

I
also

heard

com
plaints

of
this

nature
in
B
razil

from
m
odernizing

m
ayors

w
ho

had
introduced

new
loan-funded

program
s
and

received
only

com

plaints
from

their
constituents, w

ho
pointed

to
the

“free”
funds

from

the
SF.
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T
he

1DB
evaluators

dubbed
the

tendency
to
create

Social
F
unds,

rather
than

attack
problem

s
directly,

as
“funditis.

For
exam

ple,
the

1DB
reported

thatifthe
m
inistries

ofhealth
and

education
in
various

countries
had

notbeen
subjectto

the
budget

constraints
offiscal

aus
terity

program
s,
a
good

part
of
the

replacem
ent

and
upgrading

of
schools

and
health

posts
w
ould

norm
ally

have
been

undertaken
by

these
m
inistries,

rather
than

by
S
F
s.
44

T
he
evaluators

w
orried

that
the

SFs
w
ould

becom
e
“shadow

governm
ents.”

They
w
arned

that
SFs

“should
not

replace
the

public
sector

in
tasks

that
are

the
govern

m
ent’s

inherent
responsibility

.
.
.
,
“
and

that
this

could
“underm

ine
ongoing

public-sector
reform

s
and

institution
building

program
s.”

N
oting

that
m
ostSFs

w
ere

notsubject
to
ordinary

governm
entlegisla

tion
w
ith
respect

to
salaries

and
procurem

ent_one
of
the

acclaim
ed

strengths
of
SFs

em
phasized

in
the

donor
studies_the

evaluators
cau

tioned
that

the
goal

should
be

“to
im
prove

the
law
s
and

regulations
under

w
hich

the
line

m
inistries

w
ork,”

rather
than

to
get

around
them

.
Sim

ilar
concerns

w
ere

expressed
by
outside

researchers.45
D
onors

and
outside

critics
seem

to
agree,

then,
that

SocialFunds
can

jeopardize
the

larger
task

of
reform

of
the

public
sector,

or
at

least
distract

attention
from

it.
T
he
particular

problem
s
they

point
to,
ironically

are
grounded

in
the

sam
e
m
ode

of
operations

that
is

said
to
accountfor

the
SFs’

acclaim
ed
strengths.

N
one

of
the

evalua
tions

face
this

particular
conundrum

,
expressing

confidence
that

the
problem

s
can

be
fixed.

Sustainability.
B
oth

m
ajor

donors
gave

distinctly
low

m
arks

to
the
S
o

cial
Funds

for
“sustainability”

and
“ow

nership.”46
T
here

w
ere
fre

quent
reports

of
health

clinics
w
ithout

refrigerators
for

vaccines,
school

buildings
w
ithout

textbooks,
w
ells

that
w
ere

not
m
aintained

M
ore

generally,
the

evaluators
adm

itted
to
finding

little
evidence

re
garding

sustam
ability

and
ow
nership,

and
in
this

sense
w
ere

notable
to
back

up
the

claim
that

SFs
are

a
better

alternative
that

m
erits

p
er

m
anent

funding.
W
here

they
did

find
evidence,

itw
as
m
ixed.

T
he
W
orld

B
ank

evaluators
could

find
no
data

on
the

extent
to

w
hich

SF
projects

w
ere

being
operated

and
m
aintained.47

A
n
ap

proach
that

aim
s
for

user
“ow

nership”
of
operations

and
m
ainte

nance
(O
&
M
)
or
pressuring

of
local

entities
into

providing
it,
the

evaluators
noted,

often
requires

different
technical

design,
at
least

for
econom

ic
infrastriictire

B
ut

a
large

num
ber

of
the

SFs
w
ere

found
to
have

been
designed

w
ithout

issues
of
sustainability

in
m
ind.48

Itw
as
“not

clear”
if
com

m
unities

even
knes’

w
hat

the
O
&
M

costs
and

responsibilities
w
ould

be,
according

to
the

evaluators,
b
e

fore
they

chose
their

project.A
nd
only

a
sm
all
percentage

of
the

SFs

1
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turned
out

to
have

actually
required

com
m
unity

contributions,
even

though
the

SF
projects

presented
for

approval
to
the

W
orld

B
ank

board
of
directors

(the
“appraisal

reports”)
alw
ays
included

an
esti

m
ate

for
upfront

contributions
from

com
m
unities.

L
ittle

follow
-up

inform
ation

on
such

contributions
w
as
available.
4
9

Social
Funds

financed
m
any

activities—
such

as
schools,

clinics,

w
ater—

that
w
ould

need
sustained

support
from

line
m
inistries

or

other
agencies

of
governm

ent,
once

com
pleted.

H
ow
ever,

either
no

form
al
arrangem

ents
w
ere

m
ade,

or
arrangem

ents
that

were
m
ade

w
ere

not
resp

ected
.
5°

In
m
any

cases,
no

operating
funds

cam
e

through
for

staff
and

m
aintenance,

particularly
for

schools
and

h
ealth

.
5
1

In
theory,

and
at
least

for
som

e
types

of
projects,

this

should
not

be
a
serious

problem
.
T
he
decentralized

and
dem

and-

driven
features

of
the

SF
are

believed
to
lead

inexorably
to
ow
ner

ship
by
com

m
unities

of the
new

projects, and
they

w
ill therefore

take

responsibility
for

operations
and

m
aintenance

them
selves,

or
they

w
ill pressure

local governm
ents

successfully
to
do

so. As
noted

above,

how
ever,

little
of
this

has
happened

in
practice,

or,
atthe

least,
little

evidence
has

been
gathered

to
support

this
claim

.

If
as
the

evaluators
report,

neither
the

donors
nor

the
recipients

created
these

program
s
w
ith
sustainability

in
m
ind,

then
it is

notfair

to
judge

the
program

s
by
that

criterion.
B
ut
the

donors
them

selves

have
m
ade

strong
claim

s
for

these
program

s
as
successful,

on
the

grounds
of com

m
unity

involvem
ent. Indeed,

they
have

hailed
the

SFs

as
m
odels

of sustainable
service

delivery,
as
attested

to
by
the

quotes

cited
above.
A
nother

observation
about

sustainability
relates

to
the

effective

ness
of Social Funds

in
reaching

w
ide

sw
aths

of the
rural

poor.
M
uch

has
been

m
ade

of
the

low
unit

costs
involved

in
SF
construction

of

buildings
and

other
w
orks

in
com

parison
to
those

of
existing

gov

ernm
ent

agencies.
Presum

ably,
this

w
ould

m
ake

it
possible

to
reach

larger
num

bers
of
com

m
unities

m
ore

cost-effectively
w
ith
the

sam
e

am
ount

offunding
as
existing

governm
entagencies. T

he
donor

eval

uators
reported

various
cases,

how
ever,

in
w
hich

new
schools

and

health
centers

w
ere

constructed
w
hen

rehabilitation
of
existing

structures
w
as
m
ore

ap
p
ro
p
riate.
5
2

T
his

is
not

unusual
for

various

types
of
governm

ent
program

s,
so
it
is
certainly

not
peculiar

to
SFs.

B
ut the

focus
on

low
unit

costs
begs

this
question

because
it assum

es

thatnew
construction—

as
opposed

to
less

costly
rehabilitation

in
this

exam
ple—

w
as
needed

in
the

first place.

W
ith
respect

to
sustainability

and
ow
nership

at
a
m
ore

m
acrO

level,
finally,

both
the

1DB
and

the
W
orld

B
ank

lam
ent

the
fact

that.

m
ost

SF
program

s,
ten

years
after

they
w
ere

started,
continue

to
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dependent
for

m
ost

of
their

financing
on

outside
donors.53

A
fter

noting
that

m
ost

L
atin

A
m
erican

governrnen
5

w
ith

SFs
have

fi
nanced

less
than

20
percent

of
their

SF
operations,

the
1D
B
evalua

tors
w
arn

that
“[dlonors

cannot
claim

that
the

funds
are

successful
and

sustainable”
until

countries
m
ake

a
greater

contribution.
“[D

jonors
cannot

be
expected

to
provide

80—
90
percent

of
the

cost
offund

operations
indefinitely. “54

A
t
leastw

ith
respect

to
the

findings
on
sustainability

and
ow
ner

ship,
in
sum

,
the

Social
Funds

do
not

seem
to
do
m
uch

better
than

the
older

program
s
on
w
hich

they
w
ere

supposed
to
im
prove.

N
ongovernm

e;
7

organizafjo
5

in
the

new
space.

A
tvarious

points,
the

donor
evaluations

noted,
som

etim
es
w
ith

Puzzlem
ent,

that
N
G
O
5

w
ere

either
not

present
in
the

program
area

or
w
ere

associated
w
ith

disappointing
results

w
hen

they
w
ere.
5
5

N
G
O
5

turned
out

to
account

for
no
m
ore

than
15
percent

of
expenditures

by
m
ost

L
atin

A
m
eri

can
SFs.56

R
eddy’s

review
for

U
N
IC
EF
noted

that
“ff]avouritism

in
the

disbursai
of
con

tracts
to
N
G
O
5”

w
as
a
“serious

issue”
in
various

countries,
as
w
as
the

“proliferation”
ofN

G
O
s
“ofdubious

grassroots
credentials”

as
a
result

of
the

new
availability

of
SF
funding.57

T
he

1DB
review

reported
that

the
“recurrentcost

problem
”
w
as
m
ost

acute
in
the

case
of
N
G
O
5;

a
study

of
the

B
olivian

S
for

exam
ple,

show
ed
N
G
O
5

to
be
disproportionatejy

represented
am
ong

the
p
ro

jects
that

w
ere

leastlikely
to
be
sustained.58

T
he
W
orld

B
ank

found
that

religious,
and

other
grassroots

o
rg
a
n
iz
a
ti

w
ere
found

notto
operate

in
the

poorest
regions

because
of
their

lo
cation

in
cities

and
tO
W
ns,in

and
close

to
w
hich

they
seem

ed
to
con

centrate
their

w
ork.59

W
ith
respect

to
the

m
icrofinance

com
ponents

now
gaining

Popularity
in
the

SFs,
m
oreover

the
W
orld

B
ank

evalu
ators

found
that

N
G
O
5

had
not

show
n
an
ability

to
incorporate

best
practice

lessons
learned

from
the

m
icrofinance

experience
around

the
w
orld.60
T
hese

scattered
reports,

though
perhaps

not
conclusive,

do
raise

questions
as
to
w
hether

N
G
O
5

are
present

enough,
or
w
ell
enough

suited,
to
play

the
role

required
of
them

for
the

decentralized
and

dem
anddrjven

m
odel

to
w
ork.

It
m
ay
be,

m
oreover,

that
the

tim
e,

funding,
and

attention
needed

to
get

them
up

to
speed

w
ould

be
Substantial

Com
m
unity

choice
and

rapid
disbursem

ent
In
the

donor
portrayals

the
SF
approach

com
bines

flexible
and

U
nencum

bered
disbursem

ent
w
ith
a
dem

anddrjven
style.T

hese
features,

how
ever,are

often
atlog

g
erh
ea
5

w
ith
each

other.
For

exam
ple,

som
e
SF
m
anagers

expressed



100
SO
CIA

L
PO
LICY

REFO
RM

IN
LA
TIN

A
M
ERICA

a
distaste

for,
and

therefore
som

etim
es
discouraged,

genuine
p
ro

cesses
of
com

m
unity

decisionm
aking.

T
hese

processes,
they

said,

“slow
ed
dow

n”
the

rates
of disbursem

ent so
prized

by
these

m
anagers

and
their

d
o
n
o
rs.
6’

O
ther

m
anagers

actually
liked

the
eligibility

cri

teria
w
hich,

even
though

slow
ing

dow
n
disbursem

ent,
gave

them

som
e
kind

of
protection

against
political

in
terferen

ce.
6
2

T
he
re

searchers
com

paring
SFs

w
ith
earlier

supply-driven
program

s,
m
ore

over,
found

that
the

latter
actually

disbursed
m
ore
rapidly

than
the

SFs. T
heir

explanation
for

the
SFs’

slow
er
disbursem

ent also
pointed

to
the

dem
and-driven

design:
if
taken

seriously
and

at its
best,

it re

sulted
in
a
tim
econsU

m
ing

process
of
organizing

and
decisionm

ak

ing
by
com

m
unities

or
m
unicipal

councils.
A
lthough

these
reports

reveal the
som

ew
hat contradictory

nature
of the

evidence
on
fast ver

sus
slow

disbursem
ent,

they
are

consistent in
pointing

to
the
p
ro
b

lem
atic

tradeoff_inherent
in
the

dem
and-driven

m
odel_betw

een

quick
disbursem

ent and
the

expression
of user

voice.

T
he
requirem

ent that com
m
unities

organize
for
purposes

of “ow
n

ership”
seem

ed
to
take

a
particular

toll on
poorer

com
m
unities. They

are
m
ore

isolated
from

the
prom

otional visits
of governm

ent agents,

N
G
O
s,
and

firm
s,
and

they
are

handicapped
by
the

requirem
ent

that

they
prepare

and
present

an
acceptable

p
ro
ject.
6
3

Even
w
hen

the
p
ro

ject
agency

painstakingly
m
apped

poverty
and

deficiencies
of
social

services
in
the

region
served

by
SFs_considered

one
of
their

im
por

tant achievem
ents—

this
could

not
counteract

the
com

parative
advan

tage
of
better-off

com
m
unities

w
ithin

the
“poor-designated”

m
unici

palities
or
sub-regions

in
the

com
petition

for
fu
n
d
s.

6
4

In
the

education

projects
of
the

M
exican

SF, for
exam

ple,
the

program
’s
requirem

ent

that
a
com

m
unity

have
an
effectively

functioning
solidarity

school

com
m
ittee

before
seeking

funding
w
as
said

to
explain

w
hy
few

er
per

capita
funds

w
ent

to
poor

indigenous
com

m
unities

as
com

pared

to
o
th
ers.
6
5

In
itself,

the
evidence

presented
above

does
not

necessarily
add

up
to
an
indictm

ent
of
SFs. It does,

how
ever,

reveal
som

e
disappoint

ing
results

and
serious

contradictions
w
ithin

the
m
odel.

T
hese

kinds

of
problem

s,
after

all,
are

not
the

teething
problem

s
of
a
new

ap

proach. They
have

cropped
up
for

som
e
tim
e
in
donor

evaluations
of

program
s
other

than
SFs,

and
prior

to
them

.
Indeed,

they
have

for

som
e
tim
e
gained

the
status

of boilerplate
in
the

narratives
w
ritten

by

project
supervision

m
issions

and
evaluation

consultants
returning

from
the

field. For
as
long

as
large

donors
have

been
financing

roads

and
other

infrastructure
in
developing

countries, for
exam

ple, super

vision
reports

have
lam

ented
the

lack
of m

aintenance
and

the
failure

to
generate

or
allocate

funds
for

operations
and

m
aintenance.
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these
kinds

of problem
s
are

exactly
w
hatthe

incentives
and

pressures
of
the

SF
approach

w
ere

supposed
to
reduce—

at
least for

program
s

serving
poor

com
m
unities

in
rural

areas
w
ith

a
variety

ofw
orks

p
ro

jects
and

services.
G
iven

this
evidence

and
the

unsettling
questions

it raises, the
S
o

cial
Funds

seem
to
have

em
erged

rem
arkably

unscathed.
T
he
W
orld

B
ank

evaluation
concludes

that
the

SFs
“probably

surpass
other

sector
portfolios

in
the

cost
and

speed
of
service

delivery,
success

in
reach

ing
the

poor,
and

extent
to
w
hich

they
respond

to
com

m
unity

initia
tives”

(italics
m
ine)

66
It
is
surely

difficult
to
draw

any
such

conclu
sion,

how
ever,

given
the

evidence
laid

out
above.

T
he
m
ost

one
can

say
is
that

SFs
and

SF-like
program

s
have

not
proven

to
be
consis

tently
and

sustainedly
better

than
the

m
ore

traditional
supply-driven

program
s
or
the

reform
ed
versions

of them
. This

does
notam

ount to
an
indictm

ent
of
SFs,

but
it
certainly

is
a
far

cry
from

the
enthusias

tic
support

they
have

been
accorded

by
donors.

T
he
Fixes

W
hy
do
the

ow
ners

of
these

negative
findings

continue
to
be

so
en

thusiastic?
Is
this

sim
ply

a
question

of
choosing

to
view

the
glass

as
half

full
rather

than
half

em
pty?

I
suggest

that
the

difference
b
e

tw
een

the
tw
o
view

s
lies

elsew
here.

T
he
donors

see
the

SFs’
short

com
ings

as
em
inently

fixable,
as
requiring

the
fine-tuning

of
an

otherw
ise
preferable

m
odel

of public
service

delivery.I
see

the
prob

lem
s, how

ever,
as
inherent

in
the

SF
m
odel

itself—
particularly

w
hen

operating
in
rural

areas
and

serving
poorer

populations—
exactly

the
situations

to
w
hich

the
m
odel

is
thought

to
be
em
inently

suited.
In

addition,
the

proposed
fixes

w
ould

have
the

SFs
im
prove

their
oper

ation
in
w
ays

that
w
ould

m
ake

them
m
ore

like
the

traditional
agen

cies
from

w
hich

they
are

supposed
to
differ

so
m
arkedly.

A
lthough

the
fixes

prescribed
by
the

donors
seem

perfectly
rea

sonable,
that

is,
they

also
require

just
w
hat

the
SF
m
odel

is
trying

to
get

aw
ay
from

—
additional

presence,
effort,

and
resources

from
an

agency
of central

governm
ent.A

representative
sam

pling
of the

m
ost

com
m
on

fixes
appearing

in
the

donor
reports

includes
m
ore

m
oni

toring
and

supervision,
m
ore

transparent
and

objective
selection

criteria
for

projects,
m
ore

training,
m
ore

public
inform

ation
cam

paigns
about

project
choices

available
to
com

m
unities,

m
ore

toler
ance

by
project

m
anagers

for
“participation,”

m
ore

poor-targeted
selection

criteria,
m
ore

“dem
and

orientation”
and

com
m
unity

p
ar

ticipation
in
helping

com
m
unities

to
choose

their
projects,

and,
that
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old
chestnut, m

ore
coordination

w
ith
line

agencies
and

their
sectoral

program
s.

6
7

T
hese

rem
edies,

if
taken

seriously,
w
ould

require
substantially

m
ore

tim
e, personnel,

resources
(for

travel, vehicles,
and

per
diem

s),

and
m
ore

presence
in
the

countryside
by
the

program
agency—

an

agency
of
the

central
governm

ent.
T
he
rem

edies
w
ould

surely
in

crease
the

SFs’
low

overheads
and

reduce
their

strong
disbursem

ent

rates—
the

m
odel’s

pride
and

joy.
T
hey

w
ould

m
ove

these
program

s

back
in
a
supply-driven

direction,
rather

than
closer

to
the

dem
and-

driven
m
odel’s

vision
of citizen

dem
and-m

aking,
partially

privatized

provision
and

m
ore

active
governm

ent
at
the

local
level.

T
he

strength
of the

dem
and-driven

m
odel,

after
all,

is
supposed

to
be

its

reliance
on

local forces
to
solve

such
problem

s.
Itis

these
forces

that,

in
substituting

for
the

presence
and

planning
of
m
ore

centralized

agencies,
are

supposed
to
bring

dow
n
costs, im

prove
quality,

please

users,
and

elicit
ow
nership

arrangem
ents

for
upkeep

and
financing.

Even
if
one

assum
es
that

the
fixes

could
be
carried

out
effectively,

m
oreover,

this
could

w
ell require

as
m
uch

effort
as
reform

ing
a
tra

ditional
supply-driven

agency,
or
im
proving

the
capacity

of
a
set
of

local
governm

ents
or
even

reducing
the

problem
of
lack

of
ow
ner

ship
by
rew

arding
local

tax-collecting
efforts.

Putting
together

the
findings

w
ith
the

fixes, in
sum

, seem
s
to
get

the
donors

into
som

ething
of
a
bind.

A
striking

exam
ple

is
donor

concerns
about

the
difficulty

SFs
have

in
w
orking

w
ith
line

m
inistries

or
follow

ing
their

sectoral
priorities.

T
he

1D
B
evaluators

w
arn

that

SFs
should

not
operate

“outside
the

planning
process”

but
instead

should
“teach

line
m
inistries

to
be
m
ore

responsive
to
local

needs

and
build

m
ore

efficiently.”
6
8

To
build

schools
and

health
clinics

o
u
t

side
a
“functional

allocation”
of
the

line
m
inistries

for
this

purpose,

the
evaluators

say,
leads

to
outcom

es
like

the
construction

of
new

schools
and

clinics,
as
noted

above, w
here

rehabilitation
of
old

ones

w
ould

have
been

sufficient.
They

condem
n
such

outcom
es
as
“a
fail

ure
of the

planning
process.”
6
9

T
his

is
a
surprising

conclusion
about

a
m
odel w

hose
strength

is

said
to
lie

in
having

com
m
unities

rather
than

bureaucrats
decide

w
hat

they
are

to
receive.

Sector
planning

and
execution

by
central-

governm
ent agencies,

after
all,

has
been

defined
as
the

problem
,
not

the
solution.

W
ithout

perhaps
m
eaning

to,
then,

the
critiques

and

the
suggestions

of
these

donor
evaluators

seem
to
underm

ine
the

very
m
odel

of w
hich

they
approve:

they
identify

shortcom
ings

above

w
hich

dem
and-driven

program
s
w
ere

supposed
to
rise,

and
they

rec

om
m
end

fixes
that

sm
ack

of supply-driven
sectoral

planning.

W
hat’s

w
rong

here?
T
he
m
odelitself?

O
r
the

fixes?
This

bind
m
ay

be
actually

of the
donors’

ow
n
m
aking.A

close
reading

of the
evalua

tions
them

selves
provides

som
e
clues

for
getting

out of
the

bind.

C
onclusion:

G
etting

O
ut
of
the

Fix

A
s
portrayed

in
the

donor
evaluations,som

e
of the

stories
aboutb

et

ter
SocialFunds

or
better-perform

ing
aspects

of them
appear

to
con

tain
possible

lessons
abouthow

to
reform

existing
governm

entagen

cies,
in
contrast

to
the

SF
agency

or
unit

itself.
This

m
aterial,

how
ever,

has
not

been
sufficiently

m
ined

to
draw

any
firm

conclu

sions,
although

it raises
intriguing

questions
that

m
erit

further
ex

ploration.
O
ne
exam

ple
is
the

C
hilean

FO
SIS

noted
above,

w
hich

w
orked

m
ore

closely
w
ith
line

agencies
than

the
typical

SF. A
nother

is
the

Peruvian
fund

FO
N
C
O
D
ES,w

hich
has

started
evolving

tow
ard

m
ore

coordination
w
ith
the

line
agencies

on
w
orks

projects.
F
O
N

C
O
D
ES

w
ill finance

only
those

w
orks-projectproposals

thatare
in
ac

cordance
w
ith
sectoral

policies
and

norm
s
and

for
w
hich

operating

revenues
are
guaranteed.
7°

T
he
C
hilean

FO
SIS

is
not only

am
ong

the
m
ore

successful
of the

Social
Funds.

It
is
also

notable
for,

am
ong

other
things,

the
w
ays

it

differs
from

the
typical

SF
m
odel

or
experience:

(1)
created

by
the

C
hilean

governm
entin

1990,
it
started

w
ith

only
20
percent

donor

funding,
in
contrast

to
the

80—
95
percent

range
of
m
ost
other

SFs,

and
by
1997

it
had

no
m
ore

than
11
percent

donor
funding;

(2)
it

now
raises

40
percentof

its
funding

not from
a
guaranteed

allocation

of
the

national
budget

but
by
com

peting
for

service
agreem

ents
o
f

fered
to
it
by
regional

governm
ents

w
ith

new
ly
acquired

federal-

revenue
transfers;

(3)
national

procurem
entlaw

s
are

observed
rather

than
w
aived;

(4)
staff

are
paid

the
sam

e
salaries

as
in
the

line
m
in

istries,
rather

than
the

higher
salaries

that characterize
m
ostSFs; and

(5)
m
uch

of its
founding

m
anagem

ent
and

staff w
ere

professionals

w
ho
cam

e
from

the
N
G
O
sector

that
em
erged

during
the

Pinochet

period,
w
ho
share

a
strong

com
m
itm
ent

to
poverty

concerns
and

a

long
history

of
experience

in
this

area.
(This

last
trait

contrasts,
by

the
w
ay, to

the
em
phasis

of
the

SF
studies

on
private-sector,

or
p
ri

vate-sector-like
m
anagem

ent.)
Finally,

the
C
hilean

FO
SIS

is
m
ore

integrated
into

the
line

m
in

istries
than

alm
ostall the

SFs. It
is
directly

dependent
on
the

M
inistry

of
Planning

and
C
oordination

rather
than

standing
outside

the
line

agencies.
M
inistry

support
has

been
key

in
setting

up
of a

netw
ork

of
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regional
FO
SIS

offices,
and

FO
SIS

w
orks

through
collaborative

agreem
ents

w
ith
various

other
line

agencies.
7’

A
n
outside

research
study

com
paring

FO
SIS

w
ith
the

V
enezuelan

SF, by
A
ngell

and
G
ra

ham
(1995),cited

this
unusualintegration

of the
C
hilean

SF
w
ith
the

line
m
inistries

as
an
explanation

for
w
hy
it w

as
m
ore

successful.
7
2

T
he
unusual

success
of the

C
hilean

SocialFunds
raises

questions
about

the
m
odel’s

assum
ed

key
features—

the
w
aiving

of
procure

m
ent

regulations,
the

paying
of
higher

salaries,
the

im
portance

of
private-sector-like

m
anagem

ent,
the

“disentanglem
ent”

of
the
stand

alone
SF
unit

from
traditional

bureaucracy,
and

the
resulting

rapid
rates

of
disbursem

ent.
W
ith
respect

to
rapid

disbursem
ent,

for
ex

am
ple,

the
1D
B
evaluators

report
that

the
pressures

for
rapid

dis
bursem

ent
tend

to
conflictw

ith
the

very
interaction

w
ith
line

m
in

istries
that w

as
so
im
portant

to
the

perform
ance

of cases
like

C
hile’s

F
O
S
IS
.

7
3

T
he
C
hilean

case,
in
short,

begs
for

an
explanation

as
to

w
hy
and

how
procurem

ent
regulations,

civilservice
salaries

and
reg

ulations,
and

close
involvem

entw
ith
line

m
inistries

w
ere

nota
prob

lem
.T
hough

m
any

w
ould

respond
thatC

hile
is
a
special case

or
that

C
hile

is
doing

everything
right,

this
is
to
dism

iss
the

opportunity
to

learn
the

m
ore

generic
lessons

that such
a
case,w

hen
com

bined
w
ith

others,
has

to
offer.

A
nother

intriguing
item

of interestrequiring
further

exploration
is
that

both
the

1D
B
and

W
orld

B
ank

evaluators
note

a
certain

p
at

tern
of perform

ance
w
ith
respectto

som
e
types

of projects
as
against

others.
T
hey

found
that

sustainability
w
as
m
ore

likely
in
education

and
health

than
in
tw
o
other

im
portantproject

types—
econom

ic
in

frastructure
(roads

and
road

repairs,
irrigation,w

ater,
etc.),

and
m
i

crofinance.
7
4

In
contrast

to
these

other
sectors,

they
said

in
explana

tion,
the

education
and

health
com

ponents
tended

to
have

line
m
inistry

involvem
ent

in
the

approval
of
projects

and
to
be
m
ore

com
patible

w
ith
broader

policy
in
these

secto
rs.
7
5

Indeed,
because

m
any

of the
task

m
anagers

for
the

SF
projects

at the
donor

agencies
actually

cam
e
from

education
and

health
m
inistries,

this
m
ade

them
“m
ore

sensitive
to
and

know
ledgeable

about”
issues

of
sustainability

w
hen

project
proposals

cam
e
up
in
these

particular
secto

rs.
7
6

B
oth

the
W
orld

B
ank

and
1D
B
evaluators

attributed
the

greater
likelihood

of
sustainability

in
education

and
health

types
to
the

greater
standardizability

of
design

in
these

sectors.
Standardization

m
ade

it
possible

to
create

project
prototypes

that,
w
ith
com

puter-
generated

designs,
have

been
helpful

in
establishing

costs
and

d
e

sig
n
s.

7
7

O
ne
w
onders

if the
greater

possibility
of creating

a
standard

ized
language

and
procedures

for
dealing

w
ith
project

design
and

approval
m
ight

have
laid

the
groundw

ork
for

an
easier

relationship

betw
een

the
SFs

and
the

line
m
inistries

in
the

education
and

health
sectors

as
opposed

to
the

others.
W
hether

or
not

this
interpretation

is
accurate,

it
is
not

clear
how

to
reconcile

the
positive

role
of
stan

dardizability
alleged

here
w
ith
the

negative
traits

ofstandardization
as

portrayed
by
the

sam
e
donors

in
their

critique
of
the

supply-driven
m
odel.
E
xploring

these
kinds

of
findings

further
m
ight

reveal
m
ore

about
how

to
im
prove

traditional
line

m
inistries

and
other

agencies
than

about
the

desirability
ofa

dem
and-driven

m
odelrun

by
a
sem

i
autonom

ous
governm

entunit.A
tthis

point,
how

ever,the
donor

eval
uations

them
selves

do
notprovide

us
w
ith
enough

inform
ation

to
u
n

derstand
lessons

ofthis
nature.

Focusing
on
the

SF
experience

itself
and

trying
to
fit
the

findings
w
ithin

the
confines

of
the

current
claim

s
about

SFs,
the

donor
evaluations

do
not

seem
to
scan

the
ex

perience
broadly

enough
for

clues
aboutim

proving
governm

entp
er

form
ance

in
general.

O
ne

of
the

m
ore

im
portant

lessons
to
be

learned
from

the
SF
experience

m
ay
be
thatitcontains

lessons
about

possible
pathw

ays
to
reform

in
line

m
inistries

and
other

agencies,
and

aboutproviding
succor

to
reform

advocates
w
ithin

their
ranks.

T
he
donors,in

sum
,
do
notseem

to
have

m
ade

a
convincing

case
for

the
superiority

ofSocialFunds
as
a
m
odel

ofservice
delivery

and
asset

creation,
let

alone
for

reducing
unem

ploym
ent

or
poverty,

notw
ithstanding

their
assertions

to
the

contrary.
T
he
focus

on
the

dem
and-driven

logic
and

on
other

traits
of
the

SF
m
odel,

m
oreover,

has
distracted

attention
from

the
lessons

to
be
learned

aboutreform
of
traditional

governm
ent

agencies,
as
w
ell

as
other

m
atters

like
strengthening

local
governm

ent.
In
addition,

the
conceptual

d
i

chotom
y
betw

een
dem

and-driven
and

decentralized
as
“good,”

versus
supply-driven

and
centralized

as
“bad,”

probably
obscures

m
ore

than
itillum

inates.
T
rim
m
ing

our
expectations

ofSFs
dow

n
to
size

is
not

to
say
that

traditional
supply-driven

agencies
are

necessarily
better.

R
ather,

if
SF
experiences

and
those

of
the

traditional
line

agencies
could

be
looked

atw
ith

a
m
ore

open
and

curious
m
ind,

it
is
quite

possible
thatm

ore
constructive

lessons
could

be
draw

n
from

both.

1.This
chapter

is
based

on
a
longer

m
onograph

prepared
for

the
D
ivi

sion
ofM

anagem
entG

overnance
and

D
evelopm

ent
ofthe

U
nited

N
ations

D
evelopm

ent
Program

m
e.

See
Judith

Tendler
(w
ith

the
assistance

of
R
odrigo

Serrano),
The

Rise
ofSocialFunds:

W
hatA

re
They

a
M
odel

Of?,D
e

partm
entofU

rban
Studies

and
Planning,M

assachusetts
Institute

ofT
ech

nology,
m
onograph

for
the

U
nited

N
ations

D
evelopm

ent
Program

m
e

N
otes
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106
so
c
i
PO
LICY

REFO
RM

IN
LA
TIN

A
M
ERICA

(U
N
D
P),
draftJanuary

1999. I
thank

the
follow

ing
in
stitu

tiO
n
S
for
support

ing
the

research
and/or

w
riting:

the
U
nited

N
ations

D
evelopm

ent
P
ro

gram
m
e,
the

M
assachusetts

Institute
of Technology,

the
Latin

A
m
erican

P
ro

gram
of
the

W
oodrow

W
ilson

C
enter,

and
the

state
governm

ents
of
C
earf

and
M
aranhão.

N
one

of
these

institutions
is
responsible

for
or
necessarily

agrees
w
ith
the

analysis
and

opinions
reported

here.
I
am

particularly
grateful

to
M
ick

M
oore

for
discussing

these
ideas

w
ith

m
e
at
length,

and
for

providing
m
e
w
ith
excellent

feedback
on
an
earlier

draft. A
nu
Joshi

provided
valuable

editing
and

substantive
com

m
ents.

2.
“Portfolio

Im
provem

ent Program
Review

of
the

Social
Funds

P
ortfo

lio,”
The

W
orking

G
roup

for
the

Social
Funds

Portfolio
Review

,
headed

by
lshrat H

usain
(PREM

)
(forthcom

ing
as W

orld
B
ank

Technical Paper)
(W
ash

ington, D
.C.: W

orld
B
ank, M

ay
1997),p. 5.

3. N
ot all SFs

are
explicitly

dem
and-driven. A

recent W
orld

B
ank

review
reported

that betw
een

10
percent and

40
percent of the

SFs
use

dem
and-dri

ven
m
echanism

s.
(“Portfolio

Im
provem

ent
Program

,
p.
24).

T
he
narratives

about
SFs

and
their

strengths
nevertheless

often
describe

them
as
“partici

patory,”
if not

dem
and-driven.

4.
T
he
first

quote
is
from

M
argaret

G
oodm

an
et
al.,

Social Investm
ent

Funds
in
Latin

Am
erica: Past Perform

ance
and

Future
Role, Evaluation

O
ffice, S

o
cial Program

s
and

Sustainable
D
evelopm

ent D
epartm

ent
(W
ashington, D

.C.:
1DB, M

arch
1997),p.

71,
and

the
second

from
W
orld

B
ank,

“Portfolio
Im

provem
ent Program

,”
p. vi.

5. Tendler,
Rise

of Social Funds. This
m
onograph

goes
beyond

this
chap

ter
to
explore

certain
dynam

ics
of
SFs

at
the

field
level:

how
com

m
unities

decide
on
one

project option
over

another;
how

partial privatization
actually

w
orks—

nam
ely, how

the
new

ly
included

private-sector
suppliers

operate
in

com
plem

entarity
w
ith
public

bodies; how
the

political opportunities
opened

up
by
highly

distributive
program

s
like

SFs
influence,

together
w
ith
corre

sponding
political

costs,
the

shape
of
these

program
s
and

their
outcom

es;
and

how
the

bureaucratic
challenge

of rationing
the

“excess”
dem

and
com

ing
from

m
yriad

com
m
unities

clam
oring

for
projects

influences
program

outcom
es.

6. W
orld

B
ank

data
for

end-fiscal-year
1996

(W
orld

B
ank,

“Portfolio
Im

provem
ent Program

,”
p. vi); 1DB

data
reported

in
M
arch

1997
in
1DB,

Social
investm

ent Funds,
p.
10, table

2.1.
7.
N
ora

Lustig,
in

Coping
w
ith

A
usterity:

Poverty
and

Inequality
in
Latin

A
m
erica

(W
ashington,

D
.C.:

B
rookings

Institution,
1995)

and
“The

Safety
N
ets
W
hich

A
re
N
ot Safety

N
ets:

Social Investm
ent Funds

in
Latin

A
m
erica,”

draft
(W
ashington,

D
.C.:

31
O
ctober

1997),
quite

persuasively
contests

this
statem

ent, w
hich

has
been

frequently
repeated

in
donor

docum
ents.

W
ith

respect
to
the

Latin
A
m
erican

SFs, at least,
she

show
s
that

donor-funded
SF

projects
w
ere

actually
under

w
ay
before

the
structuraladju5tm

e1t
program

s
began

to
show

any
hint of adverse

effects
on
the

poor.
8. T

he
evidence

on
quick

disbursem
ent is

actually
som

ew
hat

m
ixed,

as
reported

by
Frances

Stew
art and

W
illem

van
der

G
eest,

“A
djustm

ent and
S
o

cial
Funds:

Political
Panacea

or
Effective

Poverty
R
eduction?,”

in
Frances

Stew
art,

A
djustm

ent
and

Poverty
(L
ondon:

R
outledge,

1995),
chap.

5,
pp.

108—
137);

the
W
orld

B
ank

study
of
three

social
funds

in
Latin

A
m
erica—

T
hom

as
W
iens

and
M
aurizio

G
uadagni,

D
esigning

Rules for
D
em
and-D

riven
R
ural investm

ent Funds:
The

Latin
A
m
erican

Experience, W
orld

B
ank

Technical

Paper
no.

407
(W
ashington,D

.C.:
M
ay
1998),

p. xvii;
and

in
the

com
plaints

ofproject-agency
m
anagers

aboutthe
way

com
m
unity

decisionm
aking

“slow
s

dow
n”
the

rate
ofdisbursem

ent.
The

W
orld

B
ank

report
attributes

the
slow

disbursem
ent

to
delays

by
the

central
governm

entin
providing

counterpart
funding

to
the

projects.
Stew

artand
van

der
G
eest

(“A
djustm

ent
and

Social
Funds”)

attribute
the

problem
to
the

dem
and-driven

structure
itself,w

hich
results

in
a
tim
e-consum

ing
process

of
com

m
unity-

and
m
unicipal-level

o
r

ganizing
and

decisionm
aking.

They
also

point
to
the

concern
of
project

agencies
about

“clientelism
”
and

political
m
eddling

in
projectselection

and
location,w

hich
causes

agency
m
anagers

to
im
pose

criteria
and

requirem
ents

that
slow

things
dow

n.
T
heir

concern
about

reducing
delay

is
at
odds

w
ith

the
W
orld

B
ank

study,
“Portfolio

Im
provem

ent
Program

,”
w
hich

suggests
that

m
ore
tim
e
and

attention
be
paid

to
im
posing

projectcriteria
thatassure

better
participation

and
inclusion

ofthe
poor.

9.
For

exam
ple,

the
W
orld

B
ank—

K
.
Subbarao,

et
al.,

Safety
N
etPro

gram
s
and

Poverty
Reduction:Lessonsfrom

Cross-Country
Experience

(W
ashington,

D
.C.:W

orld
B
ank,

1997),p.
104—

reports
savings

of 30—
40
percent in

school
construction

in
M
exico’s

SF,PR
O
N
A
SO
L;
and

savings
of
up

to
35
percent

in
M
exico’s

M
endoza

Provincial
Program

for
Basic

Social
Infrastructure

(M
EN
PR
O
SF).

(PR
O
N
A
SO
L
is
one

of
the

SFs
initiated

w
ithout

donor
assis

tance,
and

to
w
hich

the
M
exican

governm
ent

has
com

m
itted

m
ore

funds
than

all
of
the

Latin
A
m
erican

SFs
com

bined.)
Som

e
SFs,

it
should

be
pointed

out,
do
notinclude

their
ow
n
overheads

in
reporting

unit
costs;for

Peru,
see

N
orbertR.

Schady,
“Seeking

V
otes:

The
Political

Econom
y
ofE

x
penditures

by
the

Peruvian
SocialFund

(FO
N
C
O
D
ES),

1991—
1995”

(Prince
ton

U
niversity

and
the

W
orld

B
ank,

1998)
p.
5.

T
he
W
orld

B
ank

itself
also

spends
less

on
SFs

for
project

preparation
and

supervision
than

on
other

projects
run

through
existing

m
inistries

or
agencies

in
education

and
health,

econom
ic
infrastructure,

and
targeted

or
participatory

poverty
projects.The

costof W
orld

B
ank

inputinto
the

SF
pro

jects
varied

from
39
percentto

85
percentofequivalentcosts

for
com

parator
projects.

(W
orld

B
ank,

Portfolio
Im
provem

ent
Program

,
p.
42,

and
calcu

lated
from

data
in
Table

6,p.
43).

These
low

er
costs,

how
ever,

do
not

seem
to
be
related

to
the

SF
m
odel

in
itself,

but
to
the

fact
that

the
W
orld

B
ank

does
not

m
ake

disbursem
ents

on
SF
loans

contingent on
“policy

condition
ality,”

w
hich

can
slow

dow
n
disbursem

ents
on
these

other
projects

substan
tially.W

orld
B
ank,

“Portfolio
Im
provem

ent
Program

,”
p.
42,and

note
55.

10.Subbarao
et
al.,

Safety
NetProgram

s,pp.
105—

106.
11.

The
bad

rap
acquired

by
standardization

in
the

hands
of
govern

m
ent

actually
goes

w
ellbeyond

the
m
ainstream

developm
ent

com
m
unity.

It
is
the

centerpiece
of a

recent historical
analysis

ofthe
ills

ofgovernm
entby

the
political

scientistJam
es
Scott.

Scott
points

to
the

inevitable
“need”

to
standardize

as
the
central

root
of
governm

ent’s
m
istreatm

ent
of
citizens

throughouthistory.
In
so
doing,

of
course,

he
goes

substantially
beyond

the
donors’

critiques
of
developing-country

governm
ents.

Indeed,
Scott

and
others

w
riting

in
this

vein
w
ould

probably
even

treat
donor

proposals
about

im
proving

governm
ent

through
decentralization

w
ith

equal
skepticism

.
(O
ther

studies
that

take
a
negative

stance
sim

ilar
to
Scott’s

w
ith
respect

to
governm

ent interventions
in
developing

countries,
including

donor-assisted
ones,

have
appeared

in
developm

ent
anthropology,

particularly
but

not
ex

clusively
am
ong

the
post-m

odern
anthropologists.)
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12. T
he
study

w
ritten

for
U
N
IC
EF—

Sanjay
R
eddy,

Social Funds
in
D
evel

oping
Countries: Recent Experiences

and
Lessons, U

N
IC
EF

Staff W
orking

Papers,
Evaluation, Policy, and

Planning
Series

no. EPP-EVL-98—
002

(N
ew

Y
ork: June

1998)—
is
the

least sanguine
in
this

sense.
13. Lustig,

Coping
with

A
usterity

and
“The

Safety
N
ets”;

Stew
art and

van
der

G
eest,

“A
djustm

ent and
Social Funds.”

14. Tendler,
The

Rise
of Social Funds.

15.
(1)

W
orld

B
ank,

“Portfolio
Im
provem

ent Program
”;
(2)

G
oodm

an,
Social Investm

ent Funds,
and

D
agm

ar
R
aczynski,

“Chile:
Fondos

de
Solidari

dad
de
Inversion

Social
(FO

SIS),
Inform

e
de
la
C
onsultora,

Evaluation
O
f

fice,
EV
O
(June

1996),”
in
Social Investm

ent Funds
in
Latin

A
m
erica: Past Per

form
ance

and
Future

Role, A
Joint

Project B
etw
een

the
Evaluation

O
ffice

and
the

Social
Program

s
and

Sustainable
D
evelopm

ent
D
epartm

ent
(W
ashing

ton, D
.C.: June

1997), chap.2;
(3)

a
chapter

on
SFs

in
Subbarao

et al.,Safety
Net Program

s; and
(4)

a
review

by
Sanjay

R
eddy

for
U
N
ICEF,

Social Funds. All
four

studies, together w
ith

a
m
ore

recent one
on
three

SFs
in
Latin

A
m
erica

(W
iens

and
G
uadagni, D

esigning
Rules)

are
thoughtful

and
candid

attem
pts

to
review

the
SF
experience.

To
the

extent
that

half
of
the

Latin
A
m
erican

SFs
are

funded
by
both

the
W
orld

B
ank

and
the

1DB
(9
out

of
18),

there
is

a
significant overlap

in
the

experiences
on
w
hich

they
both

report.
16. G

oodm
an,

Social Investm
ent Funds,p. 71. Lustig

reports
that even

the
best know

n, oldest,
and

m
ost highly

praised
Latin

A
m
erican

SF, the
B
olivian

Social
Em
ergency

Fund
(started

in
1986),

em
ployed

roughly
only

6—
8
p
er

cent
of w

orkers
in
the

tw
o
low

est incom
e
deciles.

The
H
onduran

Fund
em

ployed
only

7
percent

of
the

unem
ployed

(1990—
1995),

the
Peruvian

fund,
2.7
percent

(1991—
1995),

and
the

El
Salvador

fund,
2.5
percent

(starting
in

1990).
(For

the
G
uatem

alan
fund,

no
data

on
em
ploym

ent generation
w
ere

even
gathered.)

D
ata

are
from

Lustig
(“The

Safety
N
ets,”

pp.
4—

5), citing
as

sources
the

W
orld

B
ank

(“Portfolio
Im
provem

ent Program
”)
for

Bolivia;
and

1D
B
-funded

studies
by
C
isneros

(1996)
for

El
Salvador

and
G
uatem

ala,
and

M
oncada

(1996)
for

H
onduras.

17.
G
oodm

an,
Social Investm

ent Funds,
p.
71.

In
a
study

of
the

em
ploy

m
ent-creating

w
orks

program
s
in
various

developing
countries

funded
out of

U
.S.
agricultural surpluses, John

W
. T
hom

as
in
“Food

for
W
ork: A

n
A
nalysis

of C
urrent Experience

and
R
ecom

m
endations

for
Future

Perform
ance,”

D
e

velopm
ent

D
iscussion

Paper
no.

213
(C
am
bridge:

H
arvard

Institute
for
In

ternational
D
evelopm

ent, H
arvard

U
niversity,

1986),p.
26, reports

an
aver

age
52
percent

of
total

expenditures
on

labor,
w
ith

a
m
axim

um
of

77
percent. Joachim

von
B
raun,

Tesfaye
Teken,

and
Patrick

W
ebb

in
“L
abor

Intensive
Public

W
orks

for
Food

Security
in
A
frica:

Past E
xperience

and
F
u

ture
Potential,”

International Labour Review
131, no.

1
(1992):19—

34, stipulate
at least 60

percent for
labor

expenditures
as
desirable

for A
frican

program
s.

Studies
of
the

M
aharashtra

E
m
ploym

ent
G
uarantee

Schem
e
in
India—

E.
C
osta,

“A
n
A
ssessm

ent ofthe
Flow

s
and

B
enefits

G
enerated

by
Public

Invest
m
ent

in
the

E
m
ploym

ent
G
uarantee

Schem
e
of
M
aharashtra,”

W
orking

Paper
no.

12
(G
eneva:

International
L
abour

O
rganisation/W

orid
E
m
ploy

m
ent Program

m
e,
1978); E.H

. D
’Silva,

“Effectiveness
of R

ural
Public

W
orks

in
Labour-Surplus

Econom
ies:

C
ase

of
the

M
aharashtra

Em
ploym

ent
G
uar

antee
Schem

e,”
C
ornell

International
A
gricultural

M
onograph

no.
97

(Ithaca:
C
ornell U

niversity,
1983)_considered

to
be
am
ong

the
best in

the
w
orld—

show
how

labor
intensity

varies
w
ith
the

kind
of project, w

ater
projects

using
the

largestpercentage
(80

percent)
and

road
projects

the
low

est
(55

percent).
M
ore

recently,
the

M
aharashtra

Schem
e
has

required
that

atleast
60
percent

of total
costs

be
spent

on
unskilled

labor.A
nil

B.D
eolalikar

and
R
aghav

G
aiha,

“W
hat

D
eterm

ines
Fem

ale
Participation

in
R
ural

Public
W
orks?

T
he

C
ase

ofIndia’s
E
m
ploym

entG
uarantee

Schem
e”
(U
niversity

of
W
ashington

and
the

U
niversity

ofD
elhi,A

pril
1996).

18.
G
oodm

an,
SocialInvestm

entFunds,
pp.

22,
71.

T
he
evaluators

also
note

that
estim

ates
of
SF
job

creation
are

often
overestim

ated,
because

of
the

large
am
ount

of
tem

porary
em
ploym

ent
that

usually
lasts

only
a
few

m
onths

(p.
22).

19.In
reporting

these
findings,Stew

artand
van

den
G
eest

(“A
djustm

ent
and

Social
Funds”)

note
that

these
unim

pressive
outcom

es
for

benefits
are

partly
a
resultofthe

fact
thatgovernm

ents
in
SF
countries

com
m
itted

m
ore

resources
to
these

non-donor-funded
program

s
than

they
did

to
the

SFs.B
ut

even
if
SF
countries

had
com

m
itted

m
ore

resources,
they

say
their

calcula
tions

show
that

the
SFs

w
ould

still
have

reached
only

a
sm
aller

share
of
the

unem
ployed

in
the

low
er
deciles

because
of
their

greater
difficulty

in
tar

geting
(p.

126).
20.

G
oodm

an,
SocialInvestm

entFunds,pp.
22—

23.
21. Ibid.
22. For

exam
ple,

the
1DB

review
ofSFs found

that,for
allbutone

ofthe
countries

(Peru), itw
as
notpossible

to
determ

ine
the

extent
to
w
hich

those
em
ployed

by
SFs

w
ere

poor.
(In

Peru,
an
unrelated

survey
from

the
ongoing

W
orld

B
ank

Living
Standards

M
easurem

entProjecthad
included

a
question

aboutem
ploym

ent in
the

SF;36
percentofthe

SFjobs
w
entto

the
extrem

ely
poor,

and
57
percent

to
the

poor.
Ibid.,

p. 32.)
In
m
ost

cases,
the

evaluators
found

itim
possible

to
determ

ine
w
hether

poverty
had

been
reduced

or
incom

e
increased

in
the

regions
served

by
SFs;

or,
even

w
hen

such
changes

w
ere

detected,
itw

as
not

possible
to
determ

ine
w
hether

they
w
ere

attributable
to
the

program
.
Ibid.,

p.
15.The

1DB
study

noted
thatbaseline

data
are

notavailable
for

em
ploym

entand
incom

e
in
the

regions
served

by
SFs,

m
aking

the
estim

ate
of
changes

in
poverty

and
in

com
e
not

possible.
(D
ata

have
been

collected
in
several

cases,
how

ever,
on

the
em
ploym

ent
and

incom
e
generated

by
the

projects
them

selves,
their

benefits,and
surveys

ofproject
beneficiaries.)

“[W
je
have

no
w
ay
of
com

paring,”
a
W
orld

B
ank

study
concludes,

“how
w
ell

D
RIFs

target
poverty

com
pared

w
ith

other
program

s.”
W
iens

and
G
uadagni,

D
esigning

Rules,
p.
xvi.

(D
RIFs

are
a
subspecies

of
SFs

called
D
em
and-D

riven
Investm

entFunds
that,

according
to
this

classification,
sup

port
m
ainly

productive
infrastructure

and
natural

resource
m
anagem

ent.)
T
he
study

reports
on
three

D
RIFs

in
Latin

A
m
erica—

in
M
exico,

C
olom

bia,
and

B
razil—

the
latter

being
the

sam
e
program

s
looked

at
in
T
endler,

The
Rise

of SocialFunds.)
23.As

reported
by
the

W
orld

B
ank,

“Portfolio
Im
provem

ent
Program

,”
p.
18;

W
iens

and
G
uadagni,

D
esigning

Rules,
p. xv;

G
oodm

an,
SocialInvest

m
entFunds;

Lustig,
Coping

with
A
usterity

and
“The

Safety
N
ets”;

and
Stew

art
and

van
der

G
eest,

“A
djustm

entand
SocialFunds.”

In
its
study

offour
coun

tries
w
ith

SFs
(Bolivia,Egypt,SriLanka,

and
Zam

bia),
the

W
orld

B
ank

study
found

that,
“the

higher
the

poverty
headcount

index
of
the

province,
the

low
er
w
as
the

actual
per

capita
Social

Fund
expenditure

it
received;

or
the

actual
expenditures

lagged
behind

allocations
in
the

areas
w
ith
the

highest
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poverty
index

w
hile

they
far

exceeded
allocations

in
areas

w
ith

low
poverty

indices.”
Subbarao

et
al.,

Safety
N
etProgram

s,
as
cited

in
W
orld

B
ank,

“Port
folio

Im
provem

ent Program
,”
p.
18.

For
the

1990—
1992

period
w
ith
respect

to
M
exico’s

PR
O
N
A
SO
L,
C
or

nelius
et
al.
reports

that
m
iddle-incom

e
states

received
m
ore

funds
per

capita
than

poor
states

(as
m
easured

in
term

s
of indices

of poverty
and
u
n

derdevelopm
ent).

W
ayne

A.
C
ornelius,

A
nn

L.
C
raig,

and
Jonathan

Fox,
Transform

ing
State-Society

Relations
in
M
exico:

The
N
ational

Solidarity
Strategy

(San
D
iego: C

enter
for

U
.S.-M

exican
Studies, U

niversity
ofC

alifornia,
1994),

pp.
22—

23.
C
arol

G
raham

,
in
“M
exico’s

Solidarity
Program

in
C
om
parative

C
ontext:

D
em
and-B

ased
Poverty

A
lleviation

Program
s
in
Latin

A
m
erica,

A
frica,

and
E
astern

E
urope,”

in
C
ornelius

et
al.,

Transform
ing

State-Society
(1994),

chap.
15,

pp.
309—

328,
reports

that,
m
ore

generally,
none

of
the

poverty
alleviation

program
s
in
Latin

A
m
erica, A

frica,
or
E
urope

have
been

particularly
successful

in
targeting

the
poorest m

em
bers

of
the

population.
The

1DB
study

points
out

that
even

using
its
ow
n
calculations,

itis
very

dif
ficult

to
determ

ine
targeting

from
the

data, w
hich

does
not

distinguish
b
e

tw
een

rich
and

poor
w
ithin

m
unicipalities

or
betw

een
som

e
adm

inistrative
units

and
higher-level

ones
from

w
hich

the
data

w
ere

draw
n.

Som
e
of the

studies
show

that w
hereas

the
SFs

did
not reach

the
poorest

com
m
unities,

they
often

reached
com

m
unities

that,
though

poor, w
ere

not
am
ong

the
poorest.

The
1DB

study
found

that
the

poorest-decile
m
unicipal

ities
received

less
than

the
others,

but
that

the
non-poorest

poor
received

m
ore

than
the

best-off.
A
study

of
the

Peruvian
SF
FO
N
C
O
D
ES

(Schady,
“Seeking

V
otes”), found

that
poorer

com
m
unities

actually
get

m
ore

SF
fund

ing
per

capita.
These

som
ew
hat conflicting

results
have

to
do
in
partw

ith
inadequacies

ofthe
data, com

m
ented

on
by
m
ost authors

ofthese
studies;

they
also

relate
to
the

different
politics

at
particular

m
om
ents

in
different

countries.
P
resi

dent
Fujim

ori
of
Peru

clearly
relied

on
a
strategy

of
reform

that
alienated

urban
and

m
iddle-class

sectors, and
he
vigorously

and
explicitly

courted
the

rural
poor

through
FO
N
C
O
D
ES

to
com

pensate.
K
enneth

M
. R
oberts,

“N
e

oliberalism
and

the
T
ransform

ation
of
Populism

in
Latin

A
m
erica:

The
P
e

ruvian
Case,”

W
orld

Politics
48,no.

1
(1996):

82—
116.

C
om
plicating

these
outcom

es
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
m
any

variables
like

the
strength

of
each

opposition
party

at a
particular m

om
ent and

how
m
uch

of a
challenge

it rep
resents, on

w
hether

the
elections

are
m
idterm

or
not,

on
the

balance
struck

betw
een

rew
arding

loyalists, punishing
the

opposition,
or
courting

fence-sit
ters.

Schady,
“Seeking

V
otes”;

C
ornelius

et
al.,

Transform
ing

State-Society;
T
heda

Skocpol
and

K
enneth

Finegold,
“State

C
apacity

and
Econom

ic
Inter

vention
in
the

Early
N
ew

D
eal,”

Political Science
Q
uarterly

97,
no.

2
(1982):

255—
327;

and
C
arol

G
raham

and
C
heikh

K
ane,

“O
pportunistic

G
overnm

ent
or
Sustaining

R
eform

?
Electoral Trends

and
Public-E

xpenditure
Patterns

in
Peru,

1990—
1995,”

Latin
A
m
erican

Research
Review

33, no.
1
(1998):

67—
104.

24.
Lustig,

“The
Safety

N
ets,”

p.
5,
citing

K.
Subbarao

et
al.,

Safety
N
et

Program
s.

25.
K.
Subbarao

et
al.,

Safety
N
et Program

s;
G
oodm

an,
Social Investm

ent
Funds. B

ased
on
studies

of
the

B
olivian

and
H
onduran

SFs, Stew
art and

van
der

G
eest

(“A
djustm

ent and
Social Funds”)

reported
that poorer

com
m
unities

presentfew
er
proposals

for
funding

than
richer

com
m
unities

(p.
128).

Sim
ilar

results
w
ere

found
for

India
by
R
aghav

G
aiha,

“D
o
A
nti-Poverty

P
ro

gram
m
es
R
each

the
R
ural

Poor
in
India?”

(N
ew

D
elhi:

Faculty
of
M
anage

m
ent

Studies,
U
niversity

ofD
elhi,

M
ay
1998).

26.
In
a
review

ofthe
Latin

A
m
erican

SFs,Lustig
(Coping

W
ith
Austerity,

p.
31)

noted
that

they
“com

pare
unfavorably”

w
ith
these

program
s
(she

is
considering

only
the

direct-transfer
aspects

of
SFs

in
the

com
parison).

Lustig,
a
researcher

at
the

B
rookings

Institution
at
the

tim
e
of
her

study,
drew

on
various

SF
evaluation

studies
by
the

donors.
27.

G
oodm

an,
SocialInvestm

entFunds,pp.
22.

28.Ibid.,
p.
71.

29.
Lustig

(“The
Safety

N
ets,”

pp.
2—

4
and

Coping
W
ith

A
usterity)

and
Stew

artand
van

der
G
eest

(“A
djustm

entand
Social

Funds”)
arrive

atsim
ilar

conclusions,in
a
study

including
A
frican

asw
ellas

Latin
A
m
erican

countries.
30.

G
oodm

an,
SocialInvestm

entFunds.
The

citation
(p.

16)
com

es
from

a
D
ecem

ber
1996

version
of
this

report,
as
cited

in
W
orld

B
ank,

“Portfolio
Im
provem

ent
Program

,”
p.
47,note

58.
31.W

orld
B
ank,

“Portfolio
Im
provem

ent
Program

,”
p.
47.

32.These
argum

ents
can

be
found

in
various

donor
docum

ents.
See,in

particular,
Subbarao

et
al.,

Safety
N
et
Program

s,
pp.

93—
116;

W
orld

B
ank,

“Portfolio
Im
provem

entProgram
.”

33.W
orld

B
ank,

“Portfolio
Im
provem

entProgram
,”
p.
47.

34.Lustig,
“The

Safety
N
ets,”

p.
6,and

Coping
W
ith
Austerity.

35.
Stew

artand
van

der
G
eest,

“A
djustm

entand
SocialFunds.”

36.A
lan

A
ngelland

C
arolG

raham
,
“Can

SocialSectorR
eform

M
ake
A
d

justm
ent

Sustainable
and

E
quitable?

Lessons
from

C
hile

and
V
enezuela,”

JournalofLatin
A
m
erican

Studies
27,no.

1
(February

1995):
202—

203.
37.W

orld
B
ank,

“Portfolio
Im
provem

ent
Program

.”
The

evaluators
also

pointed
to
the

inability
to
truly

com
pare

the
dem

and-driven
SFs

to
other

program
s,
due

to
the

lack
ofor

poor
quality

of
the

data,
the

classic
apples-

and-oranges
problem

ofsuch
a
com

parison,and
the

lim
itations

oftheir
data

and
m
ethodology.

T
he
sam

ple
size

w
as
sm
all
(ranging

from
eight

to
sixty-

nine);
they

did
not

com
pare

SFs
to
non-B

ank-funded
program

s
(as

Stew
art

and
van

der
G
eest

did);
and

they
w
ere

not
able

to
separate

out,
on
the

SF
side,

the
sectoral

piece
of
the

SF
program

that
corresponded

to
the

com
parator

projectin
a
functionalm

inistry—
health,education,w

ater,roads,etc.
(They

also
did

not
rank

the
kinds

ofim
pacts

ofunem
ploym

entand
poverty

reported
above.)

38.
G
oodm

an,
SocialInvestm

entFunds,
p.
68.The

study
notes

that
this

is
because

of
the

reliance
on

follow
-up

beneficiary
questionnaires

for
these

evaluations,
and

the
lack

ofbaseline
data

prior
to
funding.

The
report

does
m
ention,

how
ever,

that
the

im
pact

evaluations
are

a
valuable

source
ofin

form
ation

on
w
hether

projects
are

operating,
and

w
hether

selection
and

construction
w
ere

satisfactory.
39.Ibid.,

pp.
6,46,

73.The
evaluators

attributed
this

finding
to
the

“in
flexibility”

of
the

donors
and

their
“rules

and
lim
itations,”

w
hich

inhibited
the

ability
oflocal

officials
to
experim

entw
ith
innovative

solutions.
O
ne
in

teresting
exam

ple
of
this

donor
“inflexibility”

related
to
the

use
of
private

contractors
for

w
orks

projects.
In
trying

to
serve

the
poverty-reducing

goals
of
the

SFs,
donors

typically
em
phasized

w
orks

projects
that

trained
and

em
ployed

local
people,

even
w
hen

private
contractors

preferred
bringing

in
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their
ow
n
w
orkers

from
outside,

particularly
for

skilled
w
ork,

and
com

plained
that

hiring
unskilled

laborers
locally

w
ould

com
prom

ise
their

effi
ciency. In

focus
group

m
eetings

convened
by
the

1DB, how
ever,

m
ayors

and
com

m
unity

representatives
expressed

m
ore

concern
for

project quality
than

for
local

em
ploym

ent,
and

therefore
preferred

that
contractors

use
their

ow
n
skilled

labor.
W
ith
respect

to
“inflexibility,”

then,
the

1DB
evaluators

w
ere

m
aking

the
sam

e
critique

of
the

donors
that

the
latter

had
been

m
ak

ing
of line

m
inistries.

40. W
orld

B
ank,

“Portfolio
Im
provem

ent Program
,”
p.
47.

41. Ibid.,p.
47, note

59.
42.

In
B
olivia,

a
m
unicipal

developm
ent

bank
(FN

D
R)
financed

w
ater

and
sanitation

system
s
through

lending, w
hile

the
SF
financed

these
sam

e
in

vestm
ents

on
a
grant

basis.
In
Senegal,

a
M
unicipal

and
H
ousing

D
evelop

m
ent project provided

credit through
a
m
unicipal

credit fund
for
financing

incom
e-generating

projects;
at
the

sam
e
tim
e,
these

m
unicipalities

could
re

ceive
free

funding
from

the
SF
(an

A
G
ETIP)

for
roadbuilding.

Ibid.,
p.
32,

note
34.
43.

G
oodm

an,
Social Investm

ent Funds,pp.
44—

45.
44.

Ibid.,
p.
72.

The
follow

ing
three

quotations
in
this

paragraph
are

from
the

sam
e
source

(pp.
44—

45,
‘72, and

72, respectively).
45.

Social
Funds

and
other

social
safety-net program

s
really

“leave
u
n

touched
the

problem
s
ofthe

m
ainline

services.
.
.[and]

.
.
.evade

the
m
ore

difficult
challenges

of
institutional

reform
,”
because

they
operate

outside
m
ainline

m
inistries,

use
“flexible”

procedures
avoiding

existing
problem

atic
regulations

for
civil servants

and
for
procurem

ent,
and

resortto
nongovern

m
ent

organizations
at the

local level. Joan
N
elson,

“R
eform

ing
Social Sector

G
overnance:

A
Political

Perspective,”
paper

prepared
for

a
conference

on
G
overnance,

Poverty
E
radication,

and
Social

Policy,
H
arvard

U
niversity,

12—
14
N
ovem

ber
1997

(W
ashington, D

.C.:
O
verseas

D
evelopm

ent C
ouncil,

7
N
ovem

ber
1997),

p.
5. T

hese
m
odes

of
operation,

of
course,

are
also

sup
posed

to
be
the

source
ofSF

strength.
N
elson

also
m
entions

the
explicitly

tem
porary

nature
of the

funds
(albeit now

no
longer

the
case);

and
the

fact
that

som
e
of
the

program
s
are

“used
as
the

direct instrum
ents

of
particular

political
leaders

or
parties.”

(She
cites

Peru’s
FO
N
C
O
D
ES

and
M
exico’s

PR
O
N
A
SO
L
as
exam

ples—
though

M
exico,

“less
clearly”

so.)
Sim

ilarly
w
ith
respect

to
the

Latin
A
m
erican

SFs, A
ngell

and
G
raham

(“C
an
Social

Sector
R
eform

,”
pp.

202—
203)

reported
that

they
“diverted

re
sources

(both
hum

an
and

physical)
and

shifted
public

attention
aw
ay
from

problem
s
in
the

line
m
inistries,”

thus
m
aking

m
ore

difficult
the

process
of

reform
ing

these
m
inistries.

46.
The

W
orld

B
ank

review
of A

frican
and

Latin
A
m
erican

projects
re

ported
concerns

about
sustainability,

particularly
w
ith
respect

to
the

eco
nom

ic
infrastructure

and
m
icrofinance

com
ponents

of such
projects, noting

that
such

concerns
had

“been
raised

in
other

review
s
as
w
ell.”

W
orld

B
ank,

“Portfolio
Im
provem

ent Program
s,”

p. vii. A
nother W

orld
B
ank

study
(W
iens

and
G
uadagni,

D
esigning

Rules,
pp.

xvii—
xviii,

46)
found

that
none

of
the

three
Latin

A
m
erican

projects
(D
RIFs)

it
review

ed
“perform

ed
particularly

w
ell
in
achieving”

sustainability,
and

that
“inform

ation
from

local
or
partial

surveys
suggests

that
a
high

proportion
of
subprojects

m
ay
not

be
sustain

able.”
A
W
orld

B
ank

appraisal
report for

a
Senegal

SF/A
G
ETIP,

noted
that

the
“sustainability

of
m
any

A
G
ETIP

investm
ents

is
uncertain,”

due
to
a
lack

ofow
nership

and
participation

in
the

projectidentification
and

preparation
phase

and
in
the

post-project
operations

and
m
aintenance

phase.
W
orld

B
ank

Senegal
PA
R
Public

W
orks

and
Em
ploym

ent
Project,

1996
draft,

page
2
notes,

as
cited

in
W
orld

B
ank

“Portfolio
Im
provem

ent
Program

,”
p.
15,

note
9.
T
he

1DB
cam

e
to
sim

ilar
conclusions

in
G
oodm

an,
“Social

Investm
ent

Funds,”
pp.

35—
41,and

an
earlier

1994
1DB

study
cautioned

that,
“sustain-

ability
rem

ains
a
potentially

serious
problem

.”
G
laessner,Lee,Sant’A

nna,de
St.
A
ntoine,

“Poverty
A
lleviation

and
Social

Investm
ent

Funds:
The

Latin
A
m
erican

E
xperience,”

p.
22,

as
cited

in
W
orld

B
ank

“Portfolio
Im
prove

m
ent Program

,”
p.
15.

O
ne

exception
cam

e
from

a
1990

survey
of
the

B
olivian

SF,
w
hich

show
ed
95
percentof the

social infrastructure
projects

stilloperating,
and

80
percent ofthe

socialassistance
projects.The

survey
was

conducted,how
ever,

only
one

to
tw
o
years

after
project

com
pletion

(G
oodm

an,
SocialInvestm

ent
Funds,

p.
41).

T
he
survey

also
concluded

that
the

projects
m
ostlikely

to
be

sustained
w
ere

those
w
here

users
participated

m
ost

actively,
w
here

the
re

questing
agency

had
had

previous
experience

operating
this

type
ofproject,

and
w
here

the
requesting

agency
had

a
stable

source
offinancing

for
recur

rentcosts.
47. W

orld
B
ank,

“Portfolio
Im
provem

entReview
,”
1997,p.

31.
48.

Eighty
percent

of
the

project
descriptions

did
not

m
ention

sustain-
ability

or
concern

them
selves

w
ith
its
three

key
com

ponents:
(1)

evidence
of

dem
and

(range
of options

offered,inform
ation

m
ade

available,evidence
of

com
m
itm
ent

through
contribution

in
cash

or
kind);

(2)
appropriateness

of
technical

standards;
and

(3)
soundness

ofarrangem
ents

for
operations

and
m
aintenance.W

orld
B
ank,

“Portfolio
Im
provem

entProgram
,”
p.
30.

49.Ibid.,
pp.

30—
31.

50.
W
orld

B
ank,

“Portfolio
Im
provem

ent
Program

,”
1997,

pp.
15—

16,
note

9. T
he
W
orld

B
ank

evaluators
reinforce

their
concerns

about
sustain-

ability
w
ith
citations

from
their

sister
SF-financing

institution,
the

1DB, and
from

other
review

ers
w
ithin

the
W
orld

B
ank

itself.
They

also
question

w
hether

SF
designers

and
m
anagers

even
thoughtabout projectdesigns

and
technical

standards
thatw

ould
be
m
ore

likely
to
elicituser

m
aintenance

and
financing

for
recurrent

costs. They
point

out,
itshould

be
noted,

that
their

findings
relate

m
ore

to
“likely,”

as
opposed

to
actual,

sustainability,because
only

a
lim
ited

num
ber

of
the

individual
country

evaluations
itdrew

on
in

volved
SF
projects

w
ith
long-term

objectives
(p.

4).
51.W

orld
B
ank,

“Portfolio
Im
provem

ent
Program

.”
52.See,for

exam
ple,W

orld
B
ank

H
onduras

PA
R
R
eportN

o.
13839-H

O
,

1994,para.
4.15,

as
cited

in
W
orld

B
ank,

“Portfolio
Im
provem

entProgram
,”

1997,
pp.

15—
16,note

9.
53.G

oodm
an,

SocialInvestm
entFunds,p. 74.In

Latin
A
m
erica,out ofsix

teen
countries

and
seventeen

SFs
(G
uatem

ala
has

tw
o),

C
hile’s

FO
SIS

has
the

low
est

level
of
external

financing—
il
percent.

T
he
next

low
est

are
G
uatem

ala’s
FO
N
A
PA
Z
(12

percent),
and

C
olom

bia’s
R
ED

SO
LID

A
R
ID
A
D

(20
percent).

(The
1DB

evaluators,
as
noted

above,ranked
these

three
as
the

m
ost

successful
in
term

s
of
innovative

practices.)
For

the
rest,

external
fi

nancing
ranges

from
58
percent

to
94
percent,

w
ith

only
three

countries
being

betw
een

60
percent

and
80
percent

(Peru,
U
ruguay,

and
V
enezuela)

(ibid.,p.
10,

table
2.1).The

M
exican

SF,PR
O
N
A
SO
L,is

also
one

of
the

SFs
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m
ost“ow

ned”
by
its
governm

ent.
Itw

as
initiated

by
the

M
exican

governm
ent

w
ithout

donor
funding

and
is
one

of
the

largest
in
term

s
of
absolute

re
sources,

share
of
the

budget,
and

coverage
(C
ornelius

et
al.,

Transform
ing

State-Society,p.
14).

Itdoes
notappear

in
this

particular
table

ofthe
1DB

b
e

cause
it
is
currently

not
receiving

donor
funding;

it
has

received
funding

from
the

W
orld

B
ank

in
the

past.
54.

G
oodm

an,
Social Investm

entFunds,pp.
64,

74.
55.

T
he
studies

report
little

of
this

problem
atic

nature
w
ith
respect

to
the

new
role

of private
firm

s,though
this

m
ay
have

been
due

to
a
sim

ple
lack

ofanalytical
interestin

this
m
atter.

See
Tendler,Rise

ofSocialFunds,
sections

3
and

4
for

case
evidence

and
discussion

ofthe
private

firm
s.

56.Ibid.,p. 39. In
m
any

com
m
unities,the

reportsaid,N
G
O
s
are

notvery
active.In

addition,
N
G
O
s
tended

to
specialize

m
ore

in
training

and
com

m
u

nity
developm

entprogram
s
than

in
m
anaging

the
construction

projects
that

constitute
an
im
portant

activity
ofm

any
SFs.In

the
SFs

w
here

N
G
O
s
played

a
greater

role,then,itw
as
because

the
program

did
notfocus

on
building

in
frastructure

(like
C
hile’s

FO
SIS).

O
ther

exceptions
w
ere

cases
in
w
hich

the
governm

entw
as
“institutionally

extrem
ely

w
eak”

to
the

pointthatN
G
O
s
had

m
ore

capacity
to
generate

projects
than

governm
ent

(H
aiti)

and,in
general,

because
the

SF
w
as
form

ally
required

to
use

them
.The

usual
tension

thatex
ists

betw
een

N
G
O
s
and

governm
entalso

seem
ed
to
getin

the
way.The

N
G
O
s

disliked
being

the
“m
ere

executors”
ofa

“paternalistic”
governm

entprogram
,

and
w
anted

to
participate

m
ore

in
early

phases
ofthe

project
cycle.

SF
m
an

agers
and

staff,
presum

ably, w
ere

not
anxious

to
do
this.

57.
Reddy,

Social Funds,
p. 58.

58.A
ccording

to
a
ProjectC

om
pletion

R
eport

cited
in
Subbarao

et
al.,

Safety
N
et Program

s,
p.
107,

the
projects

w
ere

in
health

and
education,

and
the

study
w
as
conducted

one
to
tw
o
years

after
com

pletion.
This

sam
e
find

ing
w
as
cited

in
G
oodm

an,
SocialInvestm

entFunds,
p.
41.

Low
er
perform

ers
on
the

“sustainability”
m
easure

also
included

projects
requested

by
regional

governm
entinstitutions

as
opposed

to
central-governm

entinstitutions.
59.

Subbarao
et
al.,

Safrty
NetProgram

s,pp.
101,

109.
60. W

orld
B
ank,

“Portfolio
Im
provem

entReview
,”
1997,pp.

38—
39.The

report
suggested

that
m
icrofinance

com
ponents

are
“best

adm
inistered

by
an
existing

agency
as
an
apex

institution
because

“[e]xperience
show

s
thatN

G
O
s,generally,are

notcapable
ofproviding

the
range

offinancial
ser

vices
required

by
the

poor
on

a
sustainable

basis
(particularly

deposit
ser

vices).”
(p.

39)
61.W

orld
B
ank,

“Portfolio
Im
provem

entProgram
”;G

oodm
an,

Social In
vestm

entFunds.
62. Stew

artand
van

der
G
eest,

“A
djustm

entand
Social

Funds.”
63.

G
oodm

an,
SocialInvestm

entFunds,
pp.

15,
43.T

here
m
ay
also

be
an

inherent
tendency

for
exacerbation

of
this

problem
in
that

the
better-off

com
m
unities

that
are

successful
in
getting

one
projectw

ill
com

e
back

for
subsequent

ones
and

prepare
them

better,
w
hile

com
m
unities

that
are

turned
dow

n
or
have

a
difficult

tim
e
w
illbecom

e
discouraged

and
desist,

a
pointm

ade
by
Schady,

“Seeking
V
otes.”

64.
G
oodm

an,
SocialInvestm

entFunds,
p.
15.

65.A
lec

Ian
G
ershberg,

“D
istributing

R
esources

in
the

E
ducation

S
ec

tor:
Solidarity’s

Escuela
D
igna

Program
,”
in
C
ornelius

et
al.,

Transform
ing

State-Society
(1994),

pp.
249—

251.

66.W
orld

B
ank,

“Portfolio
Im
provem

ent
Program

,”
p.
47.

67.For
exam

ple,
ibid.,

pp. vii,ix,
15.

68.
G
oodm

an,
SocialInvestm

entFunds.
69.W

orld
B
ank

H
onduras

PA
R
R
eportN

o.
13839—

H
O
,
1994,para.

4.15,
as
cited

in
W
orld

B
ank,

“Portfolio
Im
provem

ent
Review

,”
1997,

pp.
15—

16,
note

9.
70.

G
oodm

an,
SocialInvestm

entFunds,
pp.

35—
36.

71.
Ibid.,

p.
34,

and
Raczynski,

Chile:Fondos
(pp.

38—
76,particularly

pp.
46,48,

73,and
74).A

lso
different,

the
C
hilean

governm
entview

ed
FO
SIS

as
a
perm

anentprogram
from

the
start

(itw
as
created

during
a
tim
e
ofhigh

eco
nom

ic
grow

th
of

7
percent

a
year);

this
contrasts

w
ith
the

tem
porary

status
of
the

m
ajority

ofLatin
A
m
erican

SFs
and

the
origins

ofm
ost

SFs
in
“tem

porary”
periods

oflow
grow

th,
high

unem
ploym

ent,
and

structural-adjust
m
ent

or
other

crises.
72.

A
ngell

and
G
raham

,
“Can

Social
Sector

R
eform

,”
p.
203.

They
at

tribute
this

greater
integration

in
C
hile

to
the

factthata
w
hole

series
ofnew

safety
net

program
s
undertaken

during
the

Pinochetgovernm
ent—

particu
larly

public
em
ploym

entprogram
s—
w
ere

integrated
into

the
line

m
inistries

and
hence

“did
not

create
a
separate

and
com

peting
bureaucratic

layer.”
A
lso,

these
sectors

had
been

“historically
relatively

efficient
and

had
p
ro

vided
w
idespread

coverage”
(p.

203).
73.

G
oodm

an,
SocialInvestm

entFunds,pp.
35—

36.
74.W

orld
B
ank,

“Portfolio
Im
provem

ent
Program

,”
pp.

28,
34—

35,and
executive

sum
m
ary;G

oodm
an,

SocialInvestm
entFunds,p. 43.A

sim
ilarfinding

w
as
reported

by
A
ngell

and
G
raham

(“C
an
Social

Sector
R
eform

”),
nam

ely
thatSF

projectunits
w
ere

strongestin
the

area
ofhealth

and
education.

75.W
orld

B
ank,

“Portfolio
Im
provem

entProgram
,”
p.
35.

76.
Ibid.,p.

28.
77.

G
oodm

an,
SocialInvestm

entFunds,
p.
43;W

orld
B
ank,

“Portfolio
Im

provem
ent

Program
,”
p.
28.




