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EXECUTI VE SUMVARY
Backgr ound

Thi s paper outlines the prelimnary el ements of a proposal of goals
and lines of action for prograns to nodernize the State and
strengthen civil society that the Bank can support to help the
countries of the region face the challenges arising from the
process of sweeping changes that have taken place over the |last few
years. This process has grown out of an unprecedented consensus in
the region as to the role of the narketplace as the nost effective
resource-allocation mechanism and the need to consolidate
denocratic systens.

The  economc reforns  and generalized trend towards the
establ i shment of denocratic reginmes has inplied substantial change
in the role of the State and of the various social agents. The
State has been resized and transforned in the nature of what it
does and its relationships with the market and the different
econom ¢ and soci al agents. A reciprocal and conpl enentary process
of strengthening civil society has been seen, wth increasing
autonommy and a heightened sense of responsibility and invol verent
of conpanies, a variety of social and political organizations, and
citizens, acting on their own or in sone formof association in the
econom ¢, social and political arenas.

The econom c reform process, while naking it possible to recover
stability and resume economic growmh after the acute crisis of the
1980s, has also substantially changed the traditional patterns of
social integration and political cohesion. The challenge that now
has to be taken up invol ves achi eving new forns of organization and
political and social managenent that work with the new devel opnment
strategy. This is precisely what should be the objective of
prograns to further State reform and noderni zation and strengthen
civil society.

Even in the much inproved macroeconomc climate, there persist a
nunber of problens which, if not dealt wth, could inpair the
sustainability of the new devel opnment strategy and the
consolidation of denocratic regines. The persistence of poverty
and other factors of socioecononic exclusion —one of the under-
lying causes of political instability — is a source of deep
concern. It is also apparent that growmh rates are still |ow and
donestic savings and investnent in production inadequate, and that
vulnerability to external shocks remains high

Moreover, the institutional and regulatory franework is beset by
weaknesses that Iimt the effectiveness of governnent institutions,
restrict citizen participation and detract fromthe credibility of
denocratic institutions. It is recognized that fiscal pressures in
the wake of the crisis of the 1980s and the adjustnment prograns
i nposed greater enphasis on a resizing of the State, which in sone
cases inpaired the ability of institutions to efficiently provide
goods and services that are essentially the responsibility of the
public sector.
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As economic reform prograns have unfolded, it has been observed
that the operation of the econony can run up against the tradi-
tional structure of State institutions, makeshift governnent
managenent, inadequate public policies, and obsolete | egal systens.
Thus, in the last few years a consensus has grown around the inpor-
tance of governance to pronmote a solid policy of sustained and
equi tabl e developnent. It is recognized that a direct rel ationship
exi sts between sustainability of the econom c nodel and the quality
of governance. This recognition of the inportance of the institu-
tional, legal, and political climte has broadened the field of
action of international devel opnent cooperation over the l|ast few
years. Thus, the Ei ghth General Increase in Resources nmakes it an
objective for the Bank to work under a nore integrated perspective
of devel opnent that consolidates econonmic reforns at the sane tine
as it pronotes donestic soci oeconom c integration, nodernization of
the State, and strengthening of denocratic institutions and civi
soci ety.

The Bank's experience

The Bank has provided | oans and techni cal - cooperation fundi ng under
maj or operations for the strengthening of institutions and State
reform especially the executive branch. In the early 1980s, in
response to the econonmic crisis, the Bank began to support efforts
by nearly all the countries in the region to strengthen fiscal
policy and fiscal managenment. The Bank has al so approved severa
sector |oans since 1990 to hel p governments make structural adjust-
ments with a view to entrenching a mnarket econony, deregulating
trade, and rationalizing public admnistration and state interven-
tion in the econony. Against this backdrop, refornms in the
financial administration of the State have played a decisive role
in strengthening government fiscal positions, helping governnent
work nmore efficiently, and fostering conpetition

In recent years the Bank has been receiving and has started to
process and approve requests from the countries for support in
nmoderni zing and strengthening the judicial system the legislative
branch, public records systens, and other areas outside the
traditional sphere of the executive branch, and in strengthening
civil society organizations. The Bank also has been supporting
activities (nmeetings, semnars, conferences, studies) that seek to
build a consensus for economc, social, and political reform pro-
grams in the absence of such a consensus, the political viability
of the activities would be limted.

Criteria for setting priorities

On the basis of the background set out above, and the experience
gained by the Bank and other institutions, the specific ideas
underlying this proposal and the criteria for the setting of
priorities are as follows: (i) to function effectively, a market
econony requires a solid State of |aw, and hence the nodernization
of the State nmust be conprehensive and enconpass the entire insti-
tutional and regulatory framework in which economc, social and
political activities take place (ii) though the approach must be
conprehensive, it nmust be carefully selective, and nmeasures must be
properly sequenced and prograns sized so as to ensure their con-
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tinuity and sustainability (iii) the Bank's support nust be
responsive to the requests of the countries, and be highly sensi-
tive to the specific features of national circunstances and the
exi stence of a solid political consensus that will guarantee the
sustainability of prograns (iv) in each case, therefore, overall
and sectoral evaluations of the State nmust be made to enable the
country's authorities and the Bank to identify program priorities
and sequencing (v) programs nust be linked to and consistent with
the strategy of the country and the Bank (vi) due consideration
must be given to the experience that the Bank and other institu-
tions have built up in loan operations and technical cooperation,
particularly in the area of reform of the State associated with
econom c reforns (vii) nodernization of the State and the strength-
ening of civil society are interrelated, conplenentary processes,
which cannot be divorced from the economic and social reform
process and (viii) conprehensiveness, transparency, conpetition,
soci al and gender equity, efficiency, effectiveness, participation
and subsidiarity are basic principles of State action that nust be
taken into account in designing prograns.

Spheres of action

Based on these ideas, the document presents a proposal of prograns
in four interrelated areas of action: the executive branch, the
judiciary, legislative bodies, and civil society. The Bank has
pl ayed a pioneering role in progranms of this kind, and has built up
extensi ve experience, which has shown that there is a close and
i nsepar abl e connecti on between reformof the State, in the sense of
the executive branch alone, and reform of the judiciary and the
| egi sl ative branch. At the sane tinme, we have | earned that w thout
people with the requisite technical skills in the |legislative
branch it is difficult to process and inplenment econom c and soci al
reform on the one hand and judicial reformon the other. Lastly,
the effectiveness of State actions will hinge in |arge measure on
the strength of civil society.

The executive branch

In the executive sphere, notwithstanding the efforts made to
strengt hen macroeconom ¢ nmanagenent capacity and adm ni stration of
the State, it is recognized that the crisis of the 1980s and the
costs of adjustnent have weakened institutional capabilities in
i nportant areas of government. To tackle these problens, and other
challenges ensuing from the State's new role, the follow ng
priority areas have been identified as proposed focuses for
enhanced Bank support to the countries, w th measures and prograns
to (i) continue strengthening the overall financial adm nistration
of the State, including the adm nistration of taxes, custons, the
public budget and social security, and the strengthening of agen-
cies involved in supervision and control of financial managenent of
the State, to achieve greater transparency and accountability of
government (ii) inprove the fornulation and execution of public
policies, especially in regard to macroeconom ¢ nanagenent, fight-
ing poverty, and public investnent projects (iii) pronote a
professional civil service, including training of different |evels
of public administrators, to enhance the effectiveness of State
managenent, make for greater insulation of governnent from cor-
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porate interests, and do away w th gender-based and other forns of
discrimnation (iv) strengthen institutional and regul atory
capacity for oversight (v) inprove decentralization processes, and
(vi) pronote education in good citizenship, to pronote denocratic
values, instill a culture of tolerance and peaceful dispute settle-
ment, and put an end to racial and sex stereotyping.

The | egi sl ative branch

Legi sl ative bodies are essential institutions of a denocratic sys-
tem which frequently suffer from political, institutional
technical and credibility weaknesses. As denocratic reginmes becone
entrenched across the region, such bodies are becom ng even nore
i mportant. The success of economc and social refornms, and of
State reform wll hinge on the political consensus that can be
elicited for such efforts. Here, the role of legislatures, in
addition to their legislative and control functions, is
fundamental . The Bank can help the countries inprove the politica
and technical capacity of these bodies for the performance of their
representative, legislative, oversight and control functions through
progranms for, inter alia, (i) training for parlianmentary groups and
| eaders in the technical and political spheres (ii) the establish-
ment of technical advisory services systens (iii) the establishnent
of a professional parlianentary organization and adm nistration
(iv) the setting up of nodern information systens (v) the
devel opnent of channels for conmmunication and dialogue with the
citizens as well as activities that promote political participation
and consensus and (vi) the inplenentation of methods for control of
the quality of |egislative work and managenent.

The justice system

To consolidate a State of law it is also necessary to reform and
noderni ze the judicial system The Bank can develop progranms to
support the countries in the establishment of a judicial system
that is reliable, independent, effective, predictable, flexible and
accessible to all, and free from sex-based, racial, or any other
form of discrimnation, through actions for (i) the nodernization
of the legal framework and the pronotion of basic citizen rights
(ii) the admnistrative strengthening of the judicial branch
(iii) the establishnent of alternative conflict-resolution methods
(iv) the execution of prograns of |egal aid and | egal education for

the population (v) human-resources devel opnent, wth particular

enphasi s on the capacity to face the chall enges arising fromsoci al

and technol ogi cal changes and on the specific problens faced by
woren, children, and other sectors that are discrimnated against

and abused (vi) nodernization of physical infrastructure and
(vii) the heightening of public safety.

CGvil society

The nodernization of the State along the lines described above
entails a conplementary and reciprocal process of strengthening
civil society. There can be no efficient State with a weak civil
soci ety. There can be no effective denocracy or sustainable and
equi t abl e devel opnent without a strong civil society. The greatest
constraints for such an effort in the countries of the region are
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the socioeconom c exclusion of vast sectors of the population,
anmong them wonen and i ndi genous peoples, and the fragility of deno-
cratic institutions, including the party system such that citizens
are not fully exercising their economc, social and political
rights. A robust civil society is founded on the existence of eco-
nom c opportunities and denocratic freedons for all its citizens.
Cvil society is strengthened by econom ¢ and social policies that
pronote enploynment, the broadening of the entrepreneurial base,
with an enphasis on small business and microenterprise, the
formation of human capital, the eradication of poverty, the
strengt hening of denocratic institutions, decentralization, citizen
participation, protection of the nore vulnerable sectors, the
elimnation of sex-based and all other fornms of discrimnation, and
the establishment of an institutional and regulatory climate in
which civil rights may be exercised to the full.

In this view, the strengthening of civil society is one of the
central objectives of the policies of the Bank's E ghth Replenish-
ment, which give priority to poverty reduction, mnodernization of the

State and strengthening of the denocratic system Nevert hel ess,
prograns and specific actions are required to help strengthen civil
society organizations, wthout diluting their autonony. Sorre

priorities could be as follows: (i) promotion of a |legal framework
that favors associations of and the involvenent of all citizens of
both sexes (ii) identification of new ways of delivering social
services through |ocal governments and internmediate and grass-roots
organi zations (iii) pronotion of philanthropy and volunteerism and
(iv) establishment of financial and technical support nechanisns for
giving the nore vul nerable sectors of the society, notably wonen, an
econonic role to play.

Qper ati onal consi derations

The document presents several operational considerations to guide
the Bank's operations. In particular, it is enphasized that
(i) the country studies done should cover issues relating to
noder ni zation of the State and strengthening of civil society so
that specific strategic guidelines may be defined to govern the
Bank's collaboration with each country (ii) these issues should be
included in the Bank's dialogue with the countries, especially
during the progranm ng process, in which agreenent woul d be reached
on the progranms accorded priority (iii) the Bank should operate
through a w de range of activities such as |oans and technical-
cooperation funding, and consensus-building activities (studies,
conferences and seminars), to elicit adequate support within the
countries (iv) there should be closer cooperation wth other
mul til ateral institutions, Dbilateral cooperation agencies and
specialized institutions, in order to conplenent resources and
mandates (v) the |leadership of the regional departnments is
essential for interdepartnental coordination of the technical
support required for program design and to ensure in each country
t he conprehensive approach that is the centerpiece of this proposal
and (vi) the Bank's Country Ofices should have the resources to
enable them to conduct a broad-based process of consultation and
coordination with civil society organizations.

Finally, to inprove the Bank's work in the field of nodernization
of the State, it is recommended that (i) intensive research and



studi es be done, especially evaluations of the experiences of the
Bank and other institutions, to draw on |essons |learned (ii) indi-
cators of managenent and results be established in the framework of
institutional performance to measure the progress nmade in
operations (iii) a strategic performance system be designed with
the technical support of EVO for use in evaluating operations and
(iv) human resources be allocated as needed for operations of this
ki nd, which have conpl ex design and i npl enentation requirenments and
nmust be cl osely supervi sed.
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MCDERNI ZATI ON OF THE STATE AND STRENGTHENI NG OF CI VIL SOCI ETY

. BACKGROUND

Devel opment strategy has wundergone a profound change in Latin
Arerica in recent years. The action taken by the countries in the
region to address the deep crisis of the 1980s and the coll apse of
the existing devel opnment nodel, as also the need to address the
chal | enges of a drastically changed international environment, have
resulted in a major restructuring of the econonmies of the Bank's
menber countries. Wth variants determned by the particular
circunstances of the different countries, the |levels of devel opnent
achieved hitherto, and the speed and consistency with which the
measures were taken, a new devel opnent strategy has becone preva-
lent which gives the market a nore inportant role in resource
al I ocati on. One comon denoni nator has been a substantial change
in the size of the State, the nature of its intervention, and its
relationship with the nmarket and the different econom c and soci al
agents.

At the sane time, the region shows an overall trend toward the
establi shment of denocratic political regines. Sone of them are
reginmes reinstated after an interval of authoritarian rule, and
others are denocratic structures being erected in societies with
histories of poor civic tradition and acute political-mlitary
conflict. In any case, after a long period in which the region was
torn by nutually exclusive ideologies, there is today a broad
consensus on the denocratic political system and devel opnent based
on a market econony. These mutually supportive trends hold out the
possibility of banishing the chronic political instability that has
been one of the nmain obstacles to the devel opnent of the countries
in the region.

These two processes have brought about a substantial change in the
rel ati onship between the State and civil society. Privatization,
t he changing nature of State action, the increasingly dom nant role
of the market, and the establishnment of denocratic systens have
wi dened the sphere of responsibility of civil society defined as
the activities of citizens, either individually or in association,
in the economic, social and political spheres. The change in the
role of the State and increased responsibilities of civil society
are mutually conplenentary processes engendered by the profound
transformations at work in the countries of the region.

The indi cators suggest a nacroecononic | andscape different fromthe
one of only a decade ago. In general, national econom es have
stabilized and growth has resuned. Despite these gains, severe
problenms linger which if not addressed will inpair the sustain-
ability of the new devel opnent strategy. Particularly inportant
are the persistence and worseni ng of poverty, heightened inequality
in incone distribution, barriers to wonen's participation, on an
equal footing, in the labor market, and other factors of socio-
econom ¢ exclusion in urban and rural areas, which have been anong
the underlying causes of the region's chronic political instabil-
ity. Also, while growh rates are still |low, the economes remain
hi ghly vulnerable to external shocks, and there is rising concern
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over the inadequacy of the levels of domestic savings and of medi um
and | ong-term productive investnent.

Moreover, the heartening preval ence of denocracy in the region
cannot mask the weak effectiveness and credibility of denocratic
institutions. The political, institutional and regulatory fabric
is rent with shortcom ngs and obsol ete aspects that limt citizen
partici pati on and hi nder savings, investnment and grow h.

Thus, with the progress of economc reformthe Bank's menber coun-
tries have found that the operation of the market and the
consolidation of denocracy can be hindered by the traditiona
structures of government institutions, makeshift governnent manage-
ment, inappropriate public policies, obsolescent |egal systens, and
weak channels and institutions for civic participation, negotia-
tion, and consensus.

In short, the process of economic reforms and political transforna-
tions experienced by countries in the region can be seen to have
reshaped the traditional patterns of social integration and politi-
cal cohesion. Despite renewed stability and economc growth, the
wor seni ng poverty and inequality and the increase in environnental
probl enms suggest that the countries of the region are facing sig-
nificant problens in ternms of social integration and political
cohesion, which are the result of superinposing the short-term
costs of the new economc nodel on the deficiencies prevalent in

t he preceding nodel. These concerns nake it necessary to work with
an integrated view of devel opment which, while fostering nmarket-
oriented economic reforns, wll pronote donestic socioeconom c

integration and the reform and nodernization of government and
political institutions.

Now, in the framework of the agreement on the Ei ghth Cenera
Increase in Resources, the Bank has been given a mandate to
conti nue supporting processes for the transformati on and noderni za-
tion of national economes and furthering investnment and socia
ref orm processes that reduce poverty and pronote social and gender
equity. Priority has also been given to efforts for the noderni-

zation of government, the strengthening of civil society, and
i nprovenment of the entire political, institutional and regul atory
framework for econom c and social life. The idea is to incorporate

econom c reform social reform and reformof the State in a single
i ntegrated agenda for devel opnent.

The Bank has al ready engaged in inportant operations consisting of

| oans and t echni cal - cooperati on f undi ng for institutiona
strengthening and reformof the State, especially in the executive
branch. 1In the early 1980s, in response to the economc crisis and

the need for governnments to be able to count on solid and reliable
revenue sources and efficient budget control and execution necha-
ni sns, the Bank began to support efforts by nearly all the countries
in the region to strengthen fiscal policy and fiscal managenent.
The Bank has al so approved several sector |oans in support of state
reform since 1990. This support has been key to hel pi ng govern-
ments make structural adjustments with a view to entrenching a
mar ket econony, deregulating trade, and rationalizing public
adm nistration and state intervention in the econony. Against this
backdrop, fiscal refornms played an inportant role in strengthening
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governments' fiscal positions, helping governnment work nore effi-
ciently, and fostering conpetition nore neutral and nore efficient
tax codes were adopted, collections were increased, distortions
were reduced, procedures were sinplified, nodern conputer systens
and audits were introduced to reduce evasion, and skills and human
resources managenment were inproved

In recent years the Bank has also received and started to process
applications fromthe countries for support in the reform noderni-
zation, and strengthening of their judiciaries, |legislative
branches, and other nontraditional institutions of State reform
progranms, such as public records systems, agencies to oversee and
audit the workings of government, and nechanisns for protecting
citizens' rights. In addition, the Bank has been approached for
assi stance specifically to help strengthen civil society organiza-
tions and support political consensus-building initiatives as to
econom c, social, and political reform prograns. Thi s br oadeni ng
in the Bank's sphere of activity may help the countries to set up
the necessary institutional arrangenments to include inportant
political and social agents whose participation is essential to
achieving the climate of security and political stability needed
for the new devel opnent strategy to be sustai ned.

To steer its efforts in this broadened sphere that enconpasses
noder ni zati on of the State and strengthening of civil society, the
Bank will need a conceptual and operational frane of reference.
That is the objective of this docunent. The follow ng sections set
out sone proposed general principles for the Bank's action

criteria for priority-setting, priority focuses for Bank support,
and operating recommrendati ons.

1. CGENERAL PRI NCI PLES AND CRI TERI A FOCR BANK ACTI ON

There is a direct relationship between econoni c devel opnent and the
quality of governnent. Economic reform and poverty reduction
strategies will not be successful without strong institutions. Due
regard must be given to the | essons of experience, which show that
the effectiveness of correct economc strategies and policies has
been limted by the inadequate operation of public institutions or
an adverse political climte.

Hence the growing strength in recent years of a consensus on the
i nportance of governance in fostering sound devel opment policy.
First, governability inplies political stability, which is tied to
donestic socioeconomc integration conditions, the strength of
denocratic institutions, and citizen input into the decision-making
process. Second, governability requires confidence in and predict-
ability of the judicial, economc, and political spheres, including
a sound legal framework for devel opment, gender-neutral protection
of property rights, a climate conducive to the growh of private
enterprise, efficient allocation of public resources, governnent
accountability and honest and transparent adm nistration of the
State. The relationship between devel opment and governance in
these ternms is particularly inportant in the setting of a narket
econony and denocratic political systems, for without a clinmate of
confidence, stability and judicial and political predictability, it
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is inpossible to sustain efforts at savings, investnent and
i nnovation, which are grounded in the expectations and confidence
of private econom c agents.

From the foregoing there follows a set of general principles that
the Bank nust consider in its prograns for the nodernization of
gover nment and strengthening of civil society:

a. Conprehensiveness, which recognizes the need to include areas
of public action not only in the executive branch but in the
judicial and legislative branches as well, enconpassing the
entire institutional and regulatory setting in which econonic
social and political activity takes place

b. Transparency, which requires public action nore open to
di al ogue, discussion and the oversight of public policies

c. Conpetition, which nust be supported as an essential require-
ment for the efficient operation of the nmarket and provide for
public action to ensure free-market conditions

d. Social equity, which involves the objectives of social reform
strategies for poverty reduction and incone distribution, and
fosters a nore favorable environment for economc efficiency
and political and social stability

e. FEfficiency, which inplies that institutions in the public
sector nust inplement their policies and prograns at the | owest
cost

f. Effectiveness, to ensure consistency between the purposes and
results of the policies and progranms of government institutions

g. Participation, which inplies an effort to widen the presence of
citizens in the framng, inplementation and evaluation of
public policies

h. Subsidiarity, which establishes that government nust not
involve itself in activities in which other econonic and soci al
agents enjoy a conparative advantage, or which may be carried
on nore efficiently at lower levels (local government, etc.).

i. GCender equity, to recognize that due account nust be taken of
the specific needs of each sex vis-a-vis the citizenry at
large, and to ensure that nmen and wonen partici pate on an equa
footing in every area of life in a society.

Careful consideration nmust be given to the distinctive features of
the situation in each country. Hence an approach is proposed that
stresses criteria and principles of action and |eaves room for
manoeuvre to launch operations tailored to the real situation in
each country.

Wiile it is essential that nodernization of the State be conceived
as an integral whole, this does not mean that prograns nust be very
large, anbitious or conplex, and include every one of the
conponents here suggested. Experience in institutional devel opnent
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shows that very large and conplex programs run a high risk of
failure. On the contrary, a strong sense of priorities and a
sel ective and gradual approach are recommended. Prograns must be
suited in scope and size to the historical, cultural, econonm c and
political context of each country, and automatic duplication from
one country to another should be avoi ded

To that end, there is a need for enphasis on the inportance of
maki ng di agnostic assessnents of the State and of public policies
so that the country's authorities and the Bank may identify the
mai n problens and set priorities. A rigorous analysis nmust be done
of the connection and consistency of government nodernization
prograns with the country's overall devel opment policy.

Consensus and political will are essential to the design and execu-
tion of these programs, especially when different branches of
government and agents of civil society are involved. Speci al
attention should be given to consensus-building (studies, confer-
ences, workshops, with pluralist participation) which, though not
part of the preparation of operations thenselves, is essential to
set them in notion. Simlarly, when the situation so requires,
| ocal operations may be pronoted on a pilot basis to help
denonstrate the feasibility of activities of this kind.

The experience built up by the Bank and other bilateral and nulti -
| ateral cooperation agencies mnust be properly considered and
assimlated. Ongoing dialogue anong the different departnents and
authorities of the Bank is essential to extract the |essons of
experience and apply themin new areas of action

The institutions of a governnent cannot be nodernized w thout
strengthening civil society. This is a process that conplenents
the changing role of government. Speci fic measures must also be
considered to enable citizens, as individuals and in association,
to becone nore involved in commercial and nonprofit activities in
t he econom c, social and civic spheres.

I11. FIELDS OF ACTI ON

It is clear fromthe foregoing that, with a conbinati on of conpre-
hensi veness, selectivity and a proper sequencing and sizing of
priorities and neasures, the Bank should work in four fields: the
executive, the legislative, the judiciary, and civil society.
Qutlined below are details of proposed Bank actions in these areas.

The executive branch

As was noted earlier, the Bank has been carrying out significant
actions for institution-building and the reform of the public
sector. It is reconmmended that these efforts be continued, and
that due attention be given to different diagnostic studies of the
executive branch that have brought out limtations, such as (i) the
lack of an inclusive strategic vision and of proper intersectora
coordination in the framng and execution of policies (ii) a lack
of nodern information and data anal ysis systens, disaggregated by
sex, to help nmake public decisions (iii) inappropriate adm nistra-
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tion and civil service systenms, which conprom se the effectiveness
of government functions (iv) a lack of proper systens for the
monitoring and evaluation of progranms and policies (v) weak
performance by institutional and nornmative conponents of governnent
of the regulatory functions required for the privatization of
enterprises and services (vi) inability of the fiscal area to
fulfill properly the responsibilities of government (vii) poor
progranm ng and nonitoring of public investnment (viii) the weakness
of instruments set in place by the State, such as wonen's affairs
bureaus and conparable offices, to protect the nost vulnerable
groups and help them nove forward and (ix) insufficient consulta-
tion with and commitnment to the social groups affected by
gover nment prograns and poli cies.

The followi ng areas of concentration are proposed for the Bank's
operati ons:

(i) Strengthening of the State's capacity for overall financial

managenent. To support fiscal capacity-building, which is
essenti al i f t he State is to di schar ge its
responsibilities, the Bank wll continue to assist wth
progranms to inprove the overall financial nanagenent of the
State. This will take the form of support for

noderni zation and integration of tax, budget, custons,
financial oversight and social security systenms, and the
design of nore efficient spending policies, including cuts

i n nonproductive spending. This also will help enhance
t ranspar ency and accountability in the nmnanagenent of
public resources. The budget is a particularly crucial

el ement for the execution of public-sector reform prograns.

(ii) Inprovenent of the capacity to frame and execute public
pol i ci es. Capacity-building for public policy design and
i npl emrentation is one of the greatest needs of the countri es,
especially in light of institutional deficiencies follow ng
in the wake of the crisis of the 1980s. The Bank will con-
tinue to afford support to its nenber countries to bolster
their macroeconom ¢ managenent capacity and strengthen the
central banks and other key institutions. O particular
i nportance will be the Bank's support to the countries in
devel oping their capacity for strategic planning, program
m ng, and monitoring of public investnment and for devising
policies and progranms to conbat urban and rural poverty,
with due regard to gender and equal -opportunity considera-
tions and the specific needs of indigenous populations in
devel opnent  prograns. Lastly, the Bank wll | end
assistance to the countries to develop information and
statistics systens and public records systems for real
estate, vital statistics, and transactions, which are
essential for public-policy formulation.

(iii) Pronotion of a professional civil service and adm nistra-
tive reform to enhance the effectiveness of State nanage-
nment . The effectiveness of public nanagenent, and its
insulation from corporate interests, depends in large
nmeasure on the existence of a professional civil service
based on nerit. The Bank will support programs for the



(iv)

(v)

(vi)

(vii)

desi gn, establishnent and inplenentation of civil-service
systens based on standards of professionalism managenent
and performance. To this end, the Bank should al so assist
countries with prograns for different levels of training in
public adm nistration and public policy.

Strengthening of institutional and normative capacity for
regulatory functions. As the relationship between the State
and the market is redesigned, it beconmes necessary to con-
tribute to the strengthening of the State's regulatory

capability. This will afford the State instrunents wth
which to pronote conpetition, social and gender equity,
protection  of the environnment, and greater over al

ef fecti veness of the system

Bui Il di ng capacity for oversight and control of the public
service with a view to greater transparency and account-
ability in areas in addition to financial managenent. The
new rol e of government, the restored |legitimcy of the public
service, political stability, and legal confidence and
security, as also the appropriate nanagenent of economc
i ncentives, bring out t he i mportance of havi ng
institutions, standards and procedures that ensure honesty,
transparency and accountability in public admnistration.
In addition to the strengthening of the instrunentalities
and processes of the financial managenent of the State,
this inplies effective exercise by the legislative branch
of its powers of budget control and oversight, public
contracting systens that are responsive to the principles
of openness, expeditiousness, open conpetition and cost-
ef fectiveness, reduction of overregul ati on, accountability,
disciplinary and judicial systens, nechanisns for citizen
control of governnent, and reliable systenms of records for
persons, goods and transacti ons.

Strengthening of State decentralization processes. Wth
the decentralization processes |aunched in the |ast decade
the idea has gai ned nonentum that the managenment of public
functions nust not be the sole responsibility of centra
agencies or national public enterprises. This process mnust
be reinforced on the principle of subsidiarity and with an
i ncl usive approach at the national level to facilitate this
change and use the public capabilities efficiently, foster-
ing a coherent connection between agencies at the central
regional and |local level. The Bank's prograns shoul d include
conponents for the institutional strengthening of the units
to which new responsibilities are to be transferred, necha-
nisms for the appropriate provision of resources for
di scharging them training of public admnistrators at the
regional and local level, elements for the inprovenent of
horizontal and vertical interinstitutional coordination
t he devising of corrective neasures to prevent the w dening
of regional disparities, and mechanisns for participation
by civil society.

Promotion of civic education. The devel opnment  of
denocratic civic education progranms is an area of endeavor
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requiring joint action by governnent and civil society.
Eval uative and normative civic education should inform
every part of government action and action to strengthen
the organi zations of civil society as a matter of priority.
A gender - bl i nd culture of t ol erance, l'iberty,
participation, responsibility and social solidarity nmust be
firmy established, especially in <children and young
people. In its dialogue with the countries, the Bank could
identify possible curriculum refornms that could be
supported by loans in the education sectors for the
strengthening of denocratic civic education, and for the
elimnation of gender stereotyping in the process.

The | egi sl ative branch

The legislative body is one of the fundanmental institutions of a
denocratic systemand its proper functioning is essential to chan-
nel citizens' participation and reach the social consensus
necessary to achieve political stability. A properly performng
| egi sl ative branch is al so necessary for the fram ng of appropriate
public policies and for |egal security. A State truly based on the
rule of law, and efficient functioning of a market econony,
therefore require an effective legislative function. In turn, the
reformof the State and economic and social reformpolicies require
a properly performng legislative function to provide both |ega
under pi nnings and the political consensus w thout which sustain-
ability would be uncertain. 1In short, the strengthening of |egis-
lative bodies is essential to the developnent of new fornms of
social and political nanagenent arising fromthe process of change
bei ng experienced by the countries in the region

In general, however, the legislative bodies in the region present
probl ens of organization, adm nistration and resources which inpede
the fulfillnment of their functions of |egislation, oversight and
representation, detracting fromtheir credibility and the stability
of political systens.

I ndeed, the capacity for consensus-building is frequently hobbled

by the weakness of the technical, informational and analytical
support of parlianmentary debate and negotiation. For the same
reasons weaknesses are seen in the quality and coherence of |aws as
responses to the needs they are intended to neet. In addition,

there is a lack of systenms for the nonitoring and evaluation of
laws so that their inpact on how public policies are arrived at and
i npl enented may be measured. At the same tine, mechanisnms for
coordinating legislation and the citizenry are fragile. The sane
applies to needed di al ogue and coordination with the other branches
of government, and with the executive in particular

It is understood, however, that the problem of |egislatures does
not solely derive from technical and financial limtations. They
are, to a large extent, a reflection of the nature of the politica
party system and the nechanisns and processes for political par-
ticipation by citizens. Fromthis perspective, |egislative bodies
are one of the nost inportant |inks between the State and civil
soci ety. In this regard, any prograns to nodernize |egislative
bodies that the Bank can support w thout beconming involved in
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issues of party politics could contribute significantly to
strengt heni ng denocratic political institutions.

The Bank can contribute to the nodernization of the legislative
branch in requesting countries by supporting prograns designed,
inter alia, to:

(i) establish technical advisory services that will inprove the
quality of laws and ensure that oversight and control func-
tions are perforned correctly and objectively

(ii) provide specialized technical assistance as required for the
framng of legislation that the country considers inportant
for the furtherance of economc, social and political
nmoder ni zati on and restructuring of the |egal system

(iii) westablish a professional parlianentary organization and
admi ni stration

(iv) put in place nodern public information, docunentation
library and | egislative reference systens

(v) set into operation channels for dialogue and conmuni cation
to make citizens nore positive participants in the initia-
tion and discussion of |aws such prograns could include the
review and i nprovenent of the relation between |egislative
bodi es and the political party system

(vi) inplenment methods and systenms for control of the quality of
| egi sl ati ve work and nmanagenent

(vii) westablish technical and political training prograns for
parliamentary | eaders and groups to inprove the perfornmance
by the legislative branch of its functions of [|aw making,
oversi ght and representati on and

(viii) promote the involvenment and political |eadership of wonen.

The justice system

A diagnosis of justice systens in the region reveals many probl ens
in relation to the independence of the judiciary |loss of confidence
by public opinion obsol escent |aws and procedures, congested courts,
shortages of resources, a lack of nodern systens of organization,
information and administration, barriers to access to service and
l[imtations on coverage limted and deteriorated physical facili-
ties, insufficient protection of fundanental rights, and the rise
of various forns of violence and decline of public safety.

The consolidation of a State of |aw and of conditions conducive to
har moni ous social relations and a successfully functioning market
requires that the judiciary be reformed and nodernized in three
ways: by strengthening its independence, updating the |egal system
and enhancing efficiency in the admnistration of justice. Reforns
in the delivery of this public service nust be designed to conform
both to standards for inproving its quality and the capacity of the
system to provide it, and to measures and steps that will stream
line judicial services and neet the demand for them In the latter
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direction the approach to these problens nust start with the struc-
ture of conpensation for legal practice, which involves action by
| awyers, judges, litigants and parties in the process.

The Bank can develop prograns that support the countries in the
establi shment of an independent, effective, reliable, flexible and
accessible legal systemthat is free from gender-based or any ot her
form of discrimnation. The strategy of institutional reformin
the justice sector could cover, anong others, the follow ng areas
of action:

(i) Improvenment of the |l egal systemand the pronotion of funda-
mental rights. One priority task is to address the
obsol escence of a good part of the codes, |laws and stan-
dards. Along with their econonmic reforns the countries in
the region have been nodernizing their economc and
adm ni strative law. This nodernization effort needs to be
extended to all spheres of social, economc and politica

life, including mechanisns for safeguarding the basic
rights of every man and woman in the nation, with special
enphasis on human rights and property rights. Li kewi se

particul ar enphasis will need to be placed, when devising a
nodern | egal apparatus, on reform measures that can rid the
system of elenents that discrimnate against wonmen or
i ndi genous peopl es.

(ii) Administrative strengthening of the judiciary. Uni ver sa
features of the strategy in this field will be noderniza-
tion of the administration of justice from the standpoint
of regulation of the branch, how | aw offices operate, and
procedural practice the design of effective nechanisns of
sel f-government as instrunents of judicial independence and
systens for decentralized operation and training in |egal
adm ni stration and practices on an interdisciplinary basis.
Simlarly, the developnent of nodern instruments for
pl anni ng, organization, execution and control based on
appropriate and reliable systens of statistical information
for the introduction of a type of managenent that contrasts
with the dual burden of adm nistrative and judicial respon-
sibilities borne today by judges, which | eads to del ays.

(iii) Aternative nethods of conflict resolution. New ways of
bringing the law closer to the community and civil society
to make possible direct settlenment, nediation, arbitration
conciliation and other ways of clearing court dockets and
settling disputes out of court. This reduces the |evel of
litigation that has swanped | egal systens in the region and
encourages the climate of |egal assurances that economc
agents demand for their investnents. The organizations of
civil society have a very inportant part to play in this
ar ea.

(iv) Legal aid and education prograns for the population
Qperations in support of legal aid and education prograns
to attack directly the factors of social exclusion, which
by making justice inaccessible always take their greatest
toll on the deprived sectors of society, I|ike wonen.
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Cender bias does influence judicial decisions, particularly
in cases involving labor and famly law and | aws on sexua

offenses. In addition, legitimcy nust be given to grass-
roots and citizens' initiatives brought forward by civil
soci ety agents and organi zati ons to ensure the enjoynent of
collective rights such as the right to a wholesone
envi ronment .

(v) Instruction and training for human resources involved in
the nodernization of |egal systens. The deportnment and
attitudes of human resources are inportant conplenents to
efforts for the updating of rules, institutional strength-

ening and reduction of litigation that nust be the main
objects of these prograns. This instruction and training
must reach the community, students, universities, |aw

prof essional s, bar associations, judges and |aw schools.
This is because, fromthe standpoint of both the supply of
and demand for services, the structure of conpensation for
| egal practice has led to usages, custonms and habits that
encourage inefficiency in systens of justice.

(vi) Modernization of physical infrastructures. The shortage of
these structures severely conprom ses the delivery of the
service, the dignity of the judicial function, and its
effectiveness and tineliness. This nodernization can al so
extend to inproving the operating systens of |egal offices,
the processing of Ilegal, nanagenent and perfornmance
i nformation, and even to the prem ses of courts.

(vii) Heightening public safety. The security of the citizenry,
and threats to their safety, are anong the nost pressing
concerns of nost countries in the region, which need to be
addressed from different perspectives. Progranms involving
judicial systens can include, within the systemitself and
in coordination with other state agencies, such initiatives
as crimnal justice and prison reform education canpaigns,
crime statistics, training of investigative forces, and so
on, to tackle threats to public security at the source.

Gvil society

The modernization of the State along the above lines inplies a
conpl ementary and reciprocal process to strengthen civil society.
There can be no effective denocracy or sustainable and equitable
devel opment without a strong civil society. The greatest con-
straints on the strengthening of civil society in the countries of
the region are the socioeconom c exclusion of vast sectors of the
popul ation and fragile denocratic institutions, affecting citizens'
ability to exercise their economc, social and political rights to
the full.

The foundation of a robust civil society is the existence of eco-
nom c opportunity and denocratic freedonms for all citizens. Hence
the strengthening of civil society is tied to economc and soci al
policies for the pronotion of productive enploynment for nen and
worren the broadening of the entrepreneurial base, notably through
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the formalization of small businesses and mcroenterprises and
technical and financial support for sane the formation of human
capital the eradication of poverty decentralization the strength-
ening of denocratic institutions, including political parties
participation of all citizens protection of the nore vul nerable
sectors, and the establishnment of an institutional and regul atory
setting that allows the full exercise of civil rights. Under this
view, the strengthening of civil society is one of the central
policy objectives of the E ghth Replenishnent in pronoting a
conpr ehensi ve devel opnment strategy, nodernization of the State, and
consol i dation of the denocratic system

3.14 The change in the role of the State involves a transfer to citizens
of responsibilities for production and services and for the contro
of and participation in public admnistration. The responsibili -
ties of which governnent divests itself nmay be taken up either by
the private entrepreneurial sector or by civil society organizations
(CSCs) as organi zed expressions of citizen involvenent in different
areas of society.

3.15 However, this relationship between the State and civil society nust
i nvol ve actions and progranms that can strengthen CSGs but not

di m nish their autonomy. The design of such prograns wll depend
in part on the nature of the CSOs and of the work they performin
pursuance of their specific ains. CSCs may be classed in five

br oad categori es:

(i) Cvic participation and public advocacy CSGCs: participate
and monitor performance in the conduct of public affairs,
and nobilize social sectors and public opinion to that end.
Typi cal focuses of concern of such groups are gender
i ssues, the environment, cultural issues, political issues,
human rights, consuners, ethnic mnorities, and the
handi capped.

(ii) Social service CSGCs: participate in the delivery of com
pl ementary services in education, health care, culture,
nutrition, infrastructure, promotion, and public health
and assist children at risk, wonen, and other particularly
vul nerabl e sectors.

(iii) Socioeconom c pronotion CSGCs: pronmote and assist produc-
tion units established to advance social integration and
solidarity and not just to make a profit. They may be

conpl emrented by governnent and entrepreneurial sectors to
perform financial and technical services in sectors
excluded from formal circuits of market and governnent
servi ces.

(iv) CSCs that pronote philanthropy for devel opment : pr onot e
the acquisition of resources and participation by the
private sector in the contribution of financial and
technical resources for purposes of socioecononmc and
cultural promotion

3.16 Needed therefore are programs and specific nmeasures to strengthen
CSCs, such as (i) the pronotion of regulatory frameworks that favor
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associ ations of and participation by citizens (ii) the identifica-
tion of new fornms of delivery of social services through | ocal
governments and CSGs (iii) the building of managerial capacity in
CSCs (iv) pronotion of philanthropy and volunteerism and (v) the
est abl i shment of nechanisns for financial and technical support for
i nternedi ary organi zations that are pronoting the economnic integra-
tion of wonen and other vul nerable sectors of society. _/

V. OPERATI ONAL CONSI DERATI ONS

The Bank's know edge of the culture of the region, the specia
dialogue it mintains with the countries, and its accumul ated
experience give it a conparative advantage for the devel opment of
progranms to nodernize the State and strengthen civil society pur-
suant to the principles and lines of action indicated. On this
basis, it is recommended that in its work the Bank take the follow
i ng operational aspects into consideration

a. Inclusion of issues relating to nodernization of the State and
strengthening of civil society in its country studies and
progranm ng process. It should be understood that, in addition

to transferring resources and technical assistance for these
progranms, the Bank can play an inportant catalytic role in pro-
nmoti ng them

b. To ensure the long-run sustainability of the fornul ated prograns
the Bank's operating program nust involve all social agents
concer ned. Hol ding consultations with CSGs is a good way to
achieve a solid national political consensus, which is necessary
to the viability of prograns that take a long tine to bear fruit
and that frequently are attenpting to reconcile opposing
interests. The Bank shoul d therefore consider consensus-buil ding
activities (workshops, conferences, semnars, studies, wth
pluralist participation) as part of the preparation of prograns
for the nodernization of the State and strengthening of civi
soci ety.

c. Wile the operations of the Bank must be guided by specific
nati onal characteristics and the requests of the countries,
care nust be taken to avoid casting the net too wdely and
i ncluding operations for which experience, skills or appropriate
personnel are | acking

d. The use of a broad range of operations — investnent | oans,
techni cal -cooperation operations and sector |oans — and the
timely provision of technical-cooperation funding for concep-
tualization, preparation and design, especially in the initia
stages of a program

Exanpl es of |IDB operations in support of institutional mechanisns
for pronoting public participation specifically involving wonmen are
techni cal -cooperation projects for the institutional strengthening
of women's affairs bureaus in Barbados, Trinidad and Tobago, and
Ecuador .
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The Bank will need qualified human resources for this type of
operations, which have very conplex design and supervision
requirements. They also call for closer oversight than the

Bank's regular operations, to adjust them as circunstances
change and to afford feedback, as |essons are |earned, for the
design of new initiatives.

In the formulation of prograns the Bank can enter into a
di al ogue with nontraditional partners such as CSOs, which are
able to participate as subcontractors in the execution of
projects in which they enjoy a conparative advantage in termns
of efficiency, cost and coverage. On the basis of sone pilot
initiatives, the Bank shoul d devel op nore specific criteria for
deciding on CSO involvenent in the inplenmentation of the
projects it finances.

For this it is necessary, anong other things, to carry out
i ntensive research and eval uati ons of experiences to determ ne
the lessons to be drawn from them to establish indicators of
managenent and results in the setting of institutional perform
ance with which to nmeasure the progress of operations and to
design, with the technical support of the Evaluation Ofice, a
strategic performance system for wuse in the evaluation of
operati ons.

Advi sory services from academic and research centers in and
outside the region to benefit fromthe experience of different
institutions in these areas and so launch the building of a
network of information, know edge and outside contacts in these
matters.

Consolidation of nechanisns for cooperation with other nulti-
| at eral organi zations and  bilateral cooperation agenci es.
Prograns for the nodernization of government and the strength-
ening of civil society often entail cooperation with specialized
organi zations with a specific mandate and resources to engage in
sone of the activities under those prograns that mght fall
outsi de the Bank's sphere of action.

The Miltilateral Investnent Fund (MF) could provide resources
through its three windows to strengthen the transfer of economc
responsibilities fromthe State to CSCs and the private sector.

Special attention nmust be given to the fact that the technical
support for these prograns comes from different units in the
Bank. The | eadership of the regional departments is essential to
ensure the intrainstitutional coor di nat i on, coherence and
techni cal consistency of these prograns. The Bank's Country
O fices should have the resources and flexibility to play a nore
active role in supervising these operations and to conduct a
br oad- based process of consultati on and coordi nation with CSGCs.



