Inter-American Development Bank

Political Strategies for Institutional
Reform in Latin America

Carol Graham
Merilee Grindle
Eduardo Lora
Jessica Seddon



IMPROVING THE ODDS:
Political Strategies for Institutional

Reform in Latin America

Carol Graham, Merilee Grindle,
Eduardo Lora and Jessica Seddon

INTER-AMERICAN DEVELOPMENT BANK

Washington, D.C.
1999



Latin American Research Network
Inter-American Development Bank

The Inter-American Development Bank created the Latin American Research
Network in 1991 in order to strengthen policy formulation and contribute to
the development policy agenda in Latin America. Through a competitive
bidding process, the Network provides grant funding to leading Latin Ameri-
can research centers to conduct studies on economic and social issues se-
lected by the bank in consultation with the region’s development commu-
nity. Most of the studies are comparative, which allows the Bank to build its
knowledge base and draw on lessons from experiences in macroeconomic
and financial policy, modernization of the state, regulation, poverty and in-
come distribution, social services and employment. The individual country
studies are available as working papers and are also available in PDF for-
mat on the internet at http:/www.iadb.org/oce/41.htm.



Table of Contents

Introduction ... .. . . v
Improving the Odds:

Political Strategies for Institutional Reform in Latin America ........ 1
The Hypotheses . . . ... .o e 6
The Research Project . . ... ... .. .. . o 10
The Country Cases . . .. oottt e e 11
Comparative ConClusions . . . ... .ottt 25

Bibliography .. .. ... .. 42






Introduction

This monograph is part of a larger Inter-American Development Bank Of-
fice of the Chief Economist Research Network investigation of the politicat
economy of institutional reform in Latin America. The entire project, meant
to be read as a set, includes four country cases (Argentina, Bolivia, Peru,
and Uruguay) encompassing three reforms each. The set of documents re-
examines some of the general hypotheses developed in the literature on the
political economy of reform, but each of the case studies has its own focus
and highlights new questions for future research.

While much of the previous research on the political economy of re-
form centers on studies of macroeconomic reforms and focuses on the
context for change, this project concentrates on strategies for institutional
reform. The hypotheses and case studies highlight the ways in which
leaders’ actions can interact with the institutional, economic, and political
context to increase the potential for success. This focus on strategy is
particularly appropriate in the context of institutional reform, for leaders
cannot carry out reforms alone or with a small group of technocrats and
the scope of negotiations over institutional reforms tends to be broader
and more complex than in the first generation of macroeconomic reforms.
The “correct” policies and performance indicators are not always well
known and proponents of institutional reform must often motivate a broad
national consensus about the direction of economic and social policies. It
also takes longer to demonstrate an unambiguous positive change due to
institutional reform. Reform of public institutions takes time, and the re-
sults—such as improvements in the quality of education or judicial ser-
vices—are not easily measurable.

The results of the project provide concrete, experience-based advice for
policymakers as well as a starting point for further research on the factors
behind successful institutional reform. For example, how leaders can take
advantage of the ways in which institutions structure decision-making and
determine different social groups” access to power is described. Different
ways of linking institutional reforms to other policies to increase the prob-
ability of success are explored and the common elements of effective com-
munications and negotiation strategies are highlighted. Also examined are
several strategies for negotiating with interest groups and mobilizing new
support coalitions.



Documents in this Series

Filguiera, Fernando and Moraes, Juan Andrés. 1999. “Political Environ-
ments, Sector-Specific Configurations, and Strategic Devices: Understand-
ing Institutional Reform in Uruguay.” Working Paper R-351. Washington,
DC: Office of the Chief Economist, Inter-American Development Bank.

Graham, C., Grindle, M., Lora, E., and Seddon, J. 1999. Improving the
Odds: Political Strategies for Institutional Reform in Latin America. Wash-
ington, DC: Inter-American Development Bank.

Gray-Molina, G., Perez de Rada, E., and Yafiez, E. 1999. “La economia
politica de reformas institucionales en Bolivia.” Working Paper R-350.
Washington, DC: Office of the Chief Economist, Inter-American Develop-
ment Bank.

Ortiz de Zevallos, G., Eyzaguirre, H., Palacios, R.M., and Pollarolo, P.
1999. “La economia politica de las reformas institucionales en el Peru; los
casos de educacion, salud y pensiones.” Working Paper R-348. Washing-
ton, DC: Office of the Chief Economist, Inter-American Development Bank.

Torre, Juan Carlos and Gerchunoff, Pablo. 1999. “La economia politica de
las reformas institucionales en Argentina. Los casos de la politica de
privatizacion de Entel, la reforma de la seguridad social y la reforma laboral.”
Working Paper R-349. Washington, DC. Office of the Chief Economist,
Inter-American Development Bank.



Improving the Odds:
Political Strategies for Institutional Reform
in Latin America'

Carol Graham, Merilee Grindle, Eduardo Lora, and Jessica Seddon?

Institutional reform has replaced institutional reduction as scholars’ and
policymakers’ main preoccupation. As interventionist state structures have
been curtailed and macroeconomic reforms implemented, policymakers are
returning to age-old questions about how to improve basic health and edu-
cational systems, how to make regulatory systems function better, who should
provide basic services and infrastructure, and how they should be paid for.
The diagnosis is relatively uncontroversial: Latin American countries must
significantly increase the capacity of public institutions to achieve the ob-
jectives for which they exist in order to reduce poverty and inequality and
become more competitive. The lack of clear prescriptions, however, leads
to a tong, diverse, and politically difficult agenda. Institution building in the
public sector is less amenable to the kinds of speedy, blunt, and very visible
solutions that tamed macroeconomic instability and removed the distortions
impeding the efficient functioning of markets. Although economic theory
describes institutional change as a rational response to new information and
changing costs and benefits, the reality of institutional change does not re-
flect this orderly process.*

' These results are based on case studies conducted for the Inter-American Development
Bank, Office of the Chief Economist, Research Networks Project. The institutional reform
project was designed and supervised by the authors, and case studies were conducted in
Argentina, Bolivia, Peru, and Uruguay by researchers at the Instituto Torcuato di Tella,
Fundacion Dialogo, Instituto APOYO, and CIESU respectively. The individual case stud-
ies are available as IDB working papers.

2 Carol Graham is Co-director, Center on Social and Economic Dynamics and Senior Fel-
low, Brookings Institution; Merilee Grindle is Edward S. Mason Professor of International
Development, John F. Kennedy School of Government, Harvard University; Eduardo Lora
is Senior Economist, Office of the Chief Economist (OCE), Inter-American Development
Bank (IDB); Jessica Seddon is a consultant at OCE, IDB.

’ Douglas North, for example, argues that institutional inefficiencies and distortionary
effects will gradually “adjust out” as different configurations are tested and social actors
evaluate the functioning of institutions and learn to make them more efficient. North’s
theory of institutional change is in Institutions, Institutional Change, and Economic Per-
formance (1990). His more recent work (1993), however, has explored the real-world
constraints that may prevent this process from happening. Some, such as Bates (1990) see
institutions as “investments,” others argue that instititutions evolve as the benefits of
having them increase, or as the value of the goods and services they protect (or provide)
increase. Libecap (1978) is one of the earlier empirical studies.
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The distance between theory and reality provokes two questions:
“Why?” and “What can be done?”” While much of the literature on the political
economy of reform focuses on the why, this study examines some hypotheses
about what can be done to improve reality. The project investigates the
characteristics of successful reforms, the factors that contribute to successful
and sustainable reforms, the factors that may inhibit reforms, and the role of
leadership in promoting reforms. Special emphasis is placed on successful
reform strategies, for these are the kinds of findings that will be most useful
for policymakers who seek to improve their countries’ institutions.

From Macroeconomic Reforms to Institutional Restructuring

Policymakers and scholars of the late 1980s and early 1990s focused on
macroeconomic stabilization, market opening, and structural adjustment.*
Macroeconomic crises in a number of countries exacerbated the more gen-
eral disenchantment with the interventionist policies of the past to create
room for macroeconomic stabilization and structural reform. These ambi-
tious reform projects sought to improve market functioning and encourage
private sector development. Reformers in Latin America and elsewhere thus
concentrated on taming high inflation, reducing fiscal imbalances, and sta-
bilizing exchange rates.

As Latin American policymakers overcame many of these challenges,
however, the need for a second generation of reforms ~institution building—
became more apparent.’ Macroeconomic stability increased growth rates
across the region, but not enough to significantly reduce poverty.® The first
generation of reforms brought substantial economic benefits, but these have
yet to be equitably distributed, and some observers fear an electoral back-
lash against the macroeconomic changes.’

‘ See Inter-American Development Bank (1996), Inter-American Development Bank (1997),
and Lora and Londofio (1998).

* Easterly, Loayza, and Montiel (1997), and Lora and Barrera (1997) have found that the
region responded positively to changes in macroeconomic and structural policies. For a
description of the reforms and a summary of their effects, see Lora and Londoiio (1998).
¢ Burki and Edwards (1996) argue that in order to reduce poverty in the region, growth
must be much higher than the 2.8 percent regional average for 1991-95. The World Bank
estimates that the minimum rate of growth necessary for poverty reduction is 3.4 percent.
Higher growth is also necessary to provide a politically sustainable allocation of the ben-
efits of reform.

’ See, for example, Economist (1996).
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Institutional reform came to the forefront of the search for new solutions
as more and more policymakers, multilateral institutions, and scholars rec-
ognized the role of institutions in good governance, economic efficiency,
equitably regulated economic playing fields, and effective protection for
vulnerable groups during adjustments and downturns.® Recent empirical
research on the importance of institutions for growth has strengthened this
consensus, and world events such as the economic crises in countries such
as Russia and some of the East Asian countries provide a clear demonstra-
tion of the importance of efficient institutions.’

The institution-building agenda has expanded over time as both aca-
demics and practitioners have discovered the range of institutions, often
taken for granted in advanced industrial economies, that provide a founda-
tion for successful markets. The earlier reformers who focused on solving
macroeconomic crises concentrated on strengthening the kinds of institu-
tions that could provide stability and effective monitoring of macroeconomic
management. They worked on introducing or strengthening more effective
central banks, ministries of finance, and revenue agencies. As the crises
were resolved, policymakers’ attention shifted to improving legal and judi-
cial structures, again with the intent of creating a more secure environment
for domestic and foreign investors. Regulatory agencies with responsibili-
ties for financial institutions banks—stock markets, and pension systems, for
example—then joined the list of institutions that needed to be created or
strengthened in order to contribute to well-functioning market systems. So-
cial sector institutions—such as health and education programs or safety net
programs-have joined the list more recently as their role in building and
maintaining human capital has gained more recognition. Institution building
has become a catch-all concept that encompasses a wide variety of goals
that have always been at the core of overcoming underdevelopment. '’

8 The urgent need for institutional reform has been cited in virtually every speech and
paper on the subject of reform in recent years. Much of this generalized thinking was
crystallized in Naim (1995).

?See, for example, Knack and Keefer (1995) and (1997a) on the contribution of formal
institutions to convergence; Knack and Keefer (1997b) and La Porta, et.al. (1997) on the
importance of informal institutions.

1% For more detail on this and a taxonomy of institutional functions and failures, see Gra-
ham and Naim (1998).
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As the institutional reform agenda has expanded, it has also be-
come more complex, and the correct “answers” to problems have become
less clear. The diverse macroeconomic reforms had three characteristics
in common: they consisted of a one-time adjustment of the parameters of
the economy; they tended to be adopted by the executive branch in relative
isolation from the rest of the political system; and new policies implied dis-
mantling existing agencies rather than building new organizations.!' Institu-
tional reforms, in contrast, involve alterations in the standard operating pro-
cedures the state uses every day to regulate the economy, provide services,
and interact with citizens. They change organizations and establish whole
new sets of rules. They include creation or radical reform of the organiza-
tions necessary to support new economic policies (such as regulatory agen-
cies and social safety net organizations) as well as upgrading existing public
agencies devastated by decades of neglect, underinvestment, and capture
by special interests. The goals of institutional reform are extremely difficult
to achieve and knowledge about how to introduce and sustain more effec-
tive institutions is limited. Although policymakers can build on their experi-
ences with the first wave of macroeconomic reforms, they will need to give
increasing attention to strategies for bringing about successful change.

This study seeks to assist policymakers in addressing this new set
of policymaking conditions. The literature on the political economy of mac-
roeconomic reform is used as a starting point for the investigation, but the
hypotheses and focus are adapted to provide more insights for policymakers
and to account for the differences between macroeconomic reform and insti-
tutional reform. The added complications inherent in institutional reforms
place a premium on strategy.

First, the scope of the negotiations over institutional reform is
generally more complex and involves more actors than macroeconomic
reform. The “correct” policies and performance indicators are not always as
well known as in macroeconomic reform. In many cases, the debate involves
extensive national discussions about redefining the role of the state in the
provision of services and even the relationship of economic and social agents
to the state.

" For details, see Naim (1995).
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Leaders cannot carry out reforms alone or with a small group ot techno-
crats. In addition, the government must solicit the cooperation and partici-
pation of numerous agencies and organizations involved in the provision or
regulation of public services. Potential beneficiaries of reform-the users of
public services, for example-—are often numerous but diffuse and poorly or-
ganized.

Second, institutional reforms—particularty those of the institutions
that deliver public services such as education, health, and social security—
require leaders to create a broad national consensus about the direction of
economic and social policies. The consequences of inertia are not as clear-
cut as in macroeconomic reform. Macroeconomic reforms can often be
pushed through as emergency measures to prevent an imminent economic
collapse or alleviate external pressures from financial markets and interna-
tional lending agencies, but it may be harder to promote institutional reform
when there are no clear and dire consequences of stalling.

Third, it takes longer to demonstrate an unambigous positive change
due to institutional reform. Reform of public institutions takes time, and the
results—such as improvements in the quality of education or judicial services—
are not easily measurable. The scope of sectors and problems is extremely
broad, ranging from education to telecommunications to the judiciary. As a
consequence of such factors, reformers often face daunting problems in
finding well-organized and powerful allies in the pursuit of change.

Finally, the success of institutional reforms often depends on citizens’
acceptance of the process of change, which may affect their jobs or community
responsibilities, and agreement to participate in it. Public sector employees
charged with implementing the reforms, for example, tend to be politically
powerful and highly organized and often have a strong stake in the status
quo.'? Encouraging not only their acceptance of change, but also their willing
participation in it, requires political skill and sensitive negotation.

12 Geddes (1995), for example, argues that institutions can become self-perpetuating as
bureaucrats seek to avoid job loss. They may have been created by political leaders for
their own purposes, but they then take on a life of their own. Krueger (1992) also argues
that bureaucratic self-interest helps inefficient institutions survive. She describes an “iden-
tity bias”~those who will lose from reform know who they are, while those who would win
do not necessarily know.
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This paper presents the framework and analyzes the results of an
Inter-American Development Bank Office of the Chief Economist Research
Network study on the Political Economy of Institutional Reform. With the
questions that motivate the research laid out, the hypotheses that frame each
of the case studies will be discussed. Then the data collected over the course
of the project will be presented: the 12 case studies of institutional reform in
four countries. The project’s design and a summary of each of the four
country studies'® is followed by a comparative analysis of how the information
from the case studies confirms or disproves the original hypotheses. Finally,
a list of advice to policymakers is presented.

The Hypotheses

The literature on the context for reform suggests three important contextual
influences on the probability of institutional reform. First, meta-institu-
tions (the rules of the game that exist independent of the specific people in
power or issues of the day) such as executive-parliamentary relations, elec-
toral rules, or distribution of veto points in the system, may create varying
environments for reform." Second, particular economic and political cir-
cumstances might provide unique opportunities for reform. The literature
suggests that a crisis or post-election honeymoon period may create an op-
portunity to bypass existing institutional constraints and improve peoples’
perceptions of reforms by demonstrating the need for some sort of change."
Third, many argue that the formation, activities, and effectiveness of inter-
est groups in society affect the pressures on leaders and institutions for re-
form. '

" These country studies are available as Office of the Chief Economist, Inter-American
Development Bank, working papers R-348, R-349, R-350, and R-351.

" Burki and Perry (1998) expand upon this theme; Chapter Two discusses the implications
of political institutions for reform. Haggard and Shugart (1998) explain how different
electoral rules and traditional degrees of party discipline can affect the policymaking process
independent of the time period or individuals involved. On the process of reform more
generally considering circumstances and the characteristics of policies, see Grindle and
Thomas (1991).

*On the role of crisis in reform, see Grindle (1996).

** Perry and Burki (1998) see reform as the outcome of a supply-and-demand process:
demand comes from globalization, learning, and awakened citizenry. Supply is based on
social actors’ ability to act collectively, the behavior of political organizations, and some
aspects of the institutional structure. This is all context or circumstances.
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Our hypotheses fall into three categories that roughly match the
main foci—institutional structure, political and economic circumstances, and
interest group activity—in the literature on the context for reform. Although
the facts presented in the case studies demonstrate the importance of exog-
enous context such as meta-institutions and the role of political and eco-
nomic circumstances, a new dimension is added to this research by concen-
trating on the strategies that policy entrepreneurs can utilize to increase the
odds for successful reform."”

Institutional Structure

Hypothesis One: Reforms will be more likely when the leaders work within
existing structures and procedural norms, such as a ministry or a legislature,
rather than trying to circumvent opposition groups by ignoring or subverting
them. The literature suggests several reasons why this may be true in both
the long and short terms. In the short term, inclusive democratic systems
might allow policymakers to circumvent economically or socially dominant
interests by drawing on the numerical weight of other less priviliged groups.'®
Elected politicians with diverse constituencies have more leeway in putting
together reform packages because, eventually, many dispersed individuals
can outvote the best-organized special interest group. There are limits to
this line of reasoning, however: many of the “advantages” that institutions
can offer reformers in negotiating with a large opposition—silencing of
particular interests, ease of dividing opposition, veto power, for example—
may not hold up when the reform leaves the political arena and enters into
the bureaucratic and general public arena. In the long term, working within
legitimate institutions can increase the reform’s acceptability and
sustainability. The initial process of passing the reform may be more difficult
because of the prolonged negotiations involved in consensus-based decision-
making, but the reform proposals will be more likely to reflect the concerns
of a larger part of the population.

1" The constraints of the research project precluded addressing several other interesting
hypotheses suggested by the same literature. Not examined were the role of sequencing
tactics that opened decision space with highly controversial issues before proposing smaller
reforms, or, conversely, starting reform slowly with enclaves; nor were the effects of the
pace and depth of reforms looked at.

18 Geddes (1994).
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The demonstration effect of following a certain transparent, repeated
procedure to make a change increases the government’s credibility as well.

Political and Economic Circumstances for Reform

Hypothesis Two: Leaders can ease reforms’ administrative implementation,
change political perceptions, and affect reformers’ ability to offer
compensation to potential losers by linking reforms to other policies in the
negotiating process. Past studies have shown that a government’s ability to
describe the reform, prevent (negative) uncertainties, and communicate its
goals and the rationale behind them seems to be an important ingredient in
success.”* Linking or bundling reforms with a larger policy environment is
an important element of this communication process. Details of the case
studies are used to demonstrate that the feasibility and success of different
publicity strategies vary according to the type of reform.

The Configuration of Interests in Society

A leader can use several strategies to make a given configuration of interests
more amenable to reform.

Hypothesis Three: Compensation for politically relevant losers can
increase a reform’s probability of success. The image of politics as a struggle
between rent- and benefit-seeking individuals in society and power-seeking
politicians is a common one in the political science literature.?’ But where
the rational public choice literature sees policymakers as the puppets of
rent-seekers, they are viewed here as actors who can take advantage of the
demand for rents and use it for their own purposes, i.e., they can choose, or
explicitly work, to offer clear benefits.

" This is particularly important in the area of reforms that determine the business
environment: credibility matters as much as, if not more than, lack of corruption and low
transaction costs. See Borner, Brunetti, and Weder (1995).

*Tommasi and Velasco (1996), for example, mention the importance of a communication
strategy to change the perception of a reform, and improve peoples’ understanding or
perspective on it. Frischtak and Atiyas (1996) discuss the importance of communication for
effective policymaking.

* Ames, Barry (1987), for example, examines distribution of public expenditure.
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Compensation is by no means limited to the distribution of rents and the
main challenge in this strategy is to work within fiscal constraints to broaden
the support base. One set of innovative compensation-related strategies that
allow “losers” to gain direct benefits from the reforms that are disrupting
their current positions is presented in hypothesis four.

Hypothesis Four: The creation of new stakeholders, or mobilization
of latent interest groups, can improve a reform’s chance of success. Leaders
can work to overcome the collective action problems such as large group
size (more difficult for cooperative relationships), geographical dispersion,
lack of information, or high cost of collective action relative to private gains—
that prevent dispersed winners from forming an effective lobby.” Service
users, for example, can be attracted through compensation or more
opportunities for control over service provision. Providers can be attracted
by compensation, by examples, or by symbolic improvements in their working
environment.?* Anecdotal evidence from privatization experience suggests
that stakeholder approaches-those that make privatization mean something
concrete and positive for a larger group of citizens—make these reforms more
politically sustainable.”

Hypothesis Five: Strategies that redraw the battle lines to avoid
repeating past conflicts will be more successful in overcoming opposition.
The legacy of conflict can be seen as a learning experience that improves
interest groups’ and politicians’ ability to strategize and engage in collective
action. Redefinition of “opposition” and “reformist” teams might counteract
this effect. The legacy of conflict has an additional ideological dimension;
sometimes conflicts or differences are so deeply embedded that little can be
done to dig them out. An element of irrationality makes reform that much
harder.

2 Graham (1998) explores various mechanisms.

2 Tendler (1997) describes civil service reforms in the Ceara state of Brazil. She argues
that the reforms, which gave workers more decision-making leeway and increased
interaction with users, improved service providers” commitment to work and fostered a
greater sense of mission.

* Case studies of privatizations are compiled in Parker, et al. (1997). A hypothesis not
addressed by these studies, but one that might be interesting concerns the longer-term
advantages of stakeholder-creating policies. There are several reasons to suspect that
creating stakeholders has several advantages over compensating losers. Compensation or
below-cost benefits are a short-term option that can help the reform get passed, but once
benefits are dispensed, leave people with very little reason to continue expending the
effort to support the reform. New institutional economics suggests new stakeholders can
improve reform implementation and permanence. North (1995) suggests that *political
institutions will be stable only if they are supported by organizations with an interest in
their perpetuation.” Stakeholders can remove some administrative pressure from the state
too; they can make the reform more self propelling, which is important when you have a
government that may be administratively weak.
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The Research Project

The hypotheses seek to highlight the way leaders’ actions interact with the
institutional, economic, and political context to increase the potential for
reform. This line of inquiry requires great attention, not only to policy
outputs, but to decision-making, and negotiation processes. Strategies to
overcome this difficulty included commissioning detailed country studies,
encouraging interviews with policymakers and a step-by step description of
negotiations as well as policy outcomes. Hopefully, the case studies will
spark new questions about the interaction between strategy and context, so
that the hypotheses can be refined and new versions can be tested in the
future.

In mid-1997, the Inter-American Development Bank solicited pro-
posals for the study of institutional reform from the members of the Net-
work of Latin American Research Centers. The goal was to examine a range
of reforms that cut across sectors as diverse as education and tax collection,
but that shared a common trait: they are critical to the long-term sustainability
of market-oriented growth. The interest was in reforms that were compre-
hensive in nature rather than those that could be characterized as minor
adjustments. There was also interest in identifying some cases of successful
reform in which proposed changes were fully adopted and implemented.?’

An effort was made to strike a balance among different kinds of
reforms in the case study selection, based on the preliminary assumption
that the political economy of these reforms could vary substantially depend-
ing on their nature and administrative complexity. Some, such as privatization,
affected institutions that were primarily economic in nature, while others,
such as health and education, affected social sector institutions. Other re-
forms, such as social security and labor reforms, were of a more intermedi-
ate nature.

Approximately 30 institutions in Latin America responded to the
Inter-American Development Bank’s call for proposals. Based on an as-
sessment of the quality of these responses, diversity among countries, and
balance among reform sectors, four institutions were selected to carry out
research in: Argentina, Bolivia, Peru, and Uruguay.

* However, several reforms were ongoing at the time of publication, which precluded a full
evaluation of their success.
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In each country, three institutional reforms were to be studied.
There were four cases of social security reform (one from each country);
three cases of educational reform (Bolivia, Peru, Uruguay); two cases of
health reform (Peru, Uruguay); one instance of labor reform (Argentina);
one privatization (Argentina); and one case of decentralization of social
services (Bolivia). All of the reforms under study were implemented under
democratic or semi-democratic (Peru) auspices, and all occurred in coun-
tries that had implemented or were in the process of implementing substan-
tial macroeconomic reforms. The researchers were met with twice to dis-
cuss the framework and draft reports while the studies were in progress.

While all of the case study authors used these hypotheses as a start-
ing point for their studies, their results differed in terms of the relevance of
the hypotheses, and whether they proved to be positive or negative. Regard-
less, the overall evaluations of the hypotheses, coupled with a rich amount
of empirical evidence provided by the case studies, allow for some compara-
tive conclusions that may serve as a basis for further research in this as yet
uncharted area of research.

The Country Cases

The case studies describe the interaction of institutions, circumstance, and
leaders” strategies for three reforms in each of four countries. The subject
matter overlaps significantly. Each country study contains a case of pension
reforms as well as a social sector reform and the contextual factors of eco-
nomic crisis. Also, congressional-executive negotiation and public debate
over the role of the state are nearly universal. Still, the authors’ analyses
vary so that each study brings new insights to the project. The Uruguay
study highlights the role of electoral dynamics and political learning in an
otherwise improbable reform atmosphere. The authors trace the roots of the
reforms to the efforts of past administrations. The Peruvian cases empha-
size the importance of communication and issue definition in implementing
specific reforms during a volatile time of crisis. The authors also devote
more attention to opposition strategies and point out that bundling can work
to prevent reforms as well as promote them. The work on Argentina demon-
strates the evolution of a leader’s strategy over the course of a reform. The
cases document the different phases of Carlos Menem’s strategy as the
political and economic circumstances changed. The Bolivia study discusses
strategies for not only passing reforms, but also for implementing them in
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the longer run. The authors emphasize the need to build social consensus in
addition to political consensus within the government.

Together, the country studies demonstrate the importance of ana-
lyzing institutions, circumstances, and strategies at the same time, rather
than isolating any one aspect to explain potential for reform. Economic
crisis, for example, has long been seen as facilitating institutional reform.
The failure of the educational reform in Peru, however, demonstrates that it
is far from sufficient and can even confuse issues and prevent a redefinition
of the state’s role. The absence of economic crisis in Uruguay demonstrates
that it is not necessary either and that significant reforms can take place
without disrupting the existing political or economic arena. The studies also
show that strategies must be tailored to a particular time and place. Menem’s
aggressive crisis politics were effective in the privatization of state telecom-
munications company ENTEL, for example, but less so in the reform of
social security.

The following summaries trace each paper’s key arguments and
contribution to the project, at the cost of leaving out the rich detail collected
by the authors.

The Limits of Crisis Politics:
Privatization, Social Security, and Labor Reform in Argentina

The path of the reforms examined in the Argentine study demonstrates the
strong reform-enabling influence of economic crisis as well as the need for
adapting strategies to context. The authors examine the circumstances in
which the Menem government, elected and sustained by the traditionally
statist Peronist coalition, enacted the successful privatization of ENTEL,
reached a compromise solution for reforming the social security system, and
attempted a labor reform. They argue that severe economic crisis and hy-
perinflation weakened traditional economic powers and opened up decision-
making space for free-market reforms. Menem’s strong political credentials
and strategy choices also contributed to the reforms’ successes.

* Based on country study, “La economia politica de las reformas institucionales en Argen-
tina. Los casos de la politica de privatizaciéon de ENTEL, la reforma de la seourldad SO-
cial, y la reforma laboral” by Juan Carlos Torre and Pablo Gerchunoff of the Instituto
Torcuato di Tella, Argentina. Available as Office of the Chief Economist, Inter-American
Development Bank Working Paper R-349.



IMPROVING THE ODDS 13

The three cases describe the evolution of the reform environment.
The visible economic crisis of the first few years of the Menem administra-
tion helped the government convince people to bear the short-term costs of
necessary reforms. The need for fast action increased the pressure for coa-
lition building. Menem’s assumption of power was helped by an accord
between the Partido Justicialista (Peronists) and the Partido Radical that
had been formed to make the arrangements for the Alfonsin-Menem power
transfer. He then used his strong party credentials to maintain support among
Peronists and popular sectors while reaching out to private sector elites.
The crisis atmosphere atso allowed a concentration of power in the execu-
tive. The 1989 Law for State Reform (Ley de Reforma del Estado), for
example, changed the balance of power between the three branches of gov-
ernment. The legislature gave the president the authority to increase the
Supreme Court from five to nine people and ceded power for privatization
to the president. As the economic crisis faded into the past, however, Menem
was forced to negotiate more with Congress to implement the 1991--93 re-
form of the social security system. The relative stabilization of the economy
helped the government’s credibility, but also precluded more laws from be-
ing passed in the crisis mode. The 1991-95 attempts at labor reform demon-
strated the limits to crisis politics. Menem was unable to overcome the
obstacles presented by key segments of his original popular-sector support
base.

The initial institutionalized concentration of power in Menem’s hands
set the stage for the president to offer a quick, convincing demonstration of
his commitment to market reform by privatizing the state telecommunica-
tions company ENTEL.” Armed with the powers ceded by the Law for
State Reform, the president concentrated on attracting investors and mini-
mizing public unrest. He attracted support from the disgruntled public by
successfully establishing the sale of the company as a means of addressing
the crisis as well as improving phone service. He chose reform leaders to
please all sides of his coalition: Maria Julia Alsogaray was from a center-
right party and a family known for its support of neoliberal policies, while
Julio Guillen was the general secretary of the telephone workers” union.?®

7 Nevertheless, the speed of the reform detracted from its promotion of competition in the
economy. The short timetable meant that important questions such as the shape of the
telephone market were brushed over, and anti-competitive concessions such as monopo-
lies were given to investors. The authors report that subsequent reforms were better planned.
** Guillén’s tenure on the reform commission was short-lived. He eventually denounced
the reforms when his demands for better salaries and no firings were not met.
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Menem placated opposition groups such as contractors with selected con-
cessions guaranteeing future jobs and worked to weed out radical telephone
workers while co-opting the rest with shares in the privatized company. In
the face of the crisis and the president’s strategy, the same Congress that had
blocked former President Raul Alfonsin’s efforts to privatize ENTEL agreed
to Menem’s project and the subsequent privatization, though slower, was
relatively uncontroversial.

Social security reform proceeded more slowly and involved more
compromises as the crisis faded and reform efforts moved outside of the
realm of the privatization powers Congress had ceded to the executive under
the Law for State Reform. Nevertheless, Finance Minister Cavallo’s tech-
nical and political capabilities and the remaining power of presidential de-
crees eventually enabled the Menem government to replace the fiscally bur-
densome state social security system with a two-pillar program that included
individual accounts. Cavallo’s success in stabilizing the economy with his
March 1991 convertibility plan increased public confidence in his techno-
cratic team'’s ability to solve economic problems and allowed the latitude for
a major reform proposal. The Finance Minister’s strategy of creating the
technical plan in private and informally sounding out interest groups to iden-
tify conflict points did not, however, prevent congressional disputes. Unions,
which disliked the emphasis on strengthening the private financial sector,
and retirees, who feared for their benefits, were better represented in Con-
gress than the businesses and financial sectors that stood to gain from the
reform. Young workers, a potential support group that would actually ben-
efit from the new system of capitalization, were often loyal to their union’s
point of view. Menem’s strategy of linking the reforms to the visible prob-
lem of retirees who were not getting pension checks and his attempts to ease
the costs of transition by using money from the privatization of YPF
(Yacimientos Petroliferos Fiscales) were only partially effective for passing
his reform proposal. He was forced to consider alternative plans and make
several key concessions in order to ensure that the bill would be passed and
the ultimate goal of individual accounts accomplished in time to uphold
agreements made with the IMF.*

The unsuccessful labor reform demonstrated the limits of Menem’s
ability to portray policies as necessary responses to economic crises. Insti-
tutions and circumstances created obstacles, and previously successful

*In the end, however, Menem used presidential decrees to erase some of Congress’s
input.
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strategies—such as connecting labor reform to crisis reduction or bundling it
with other policies—did not work. The reformers” attempts to reduce rigidi-
ties in the labor code confronted politically relevant members of Menem’s
original Peronist support base (including key officials in both the executive
and legislative branches) and did not offer a potential set of “winners” to
replace them. The fact that the labor code was enshrined in law protected it
from presidential decree and required Menem to work with a Congress in
which the senate and lower chamber committees for labor legislation were
controlled by the anti-reform faction of his party. The executive branch
addressed this institutional environment with a number of strategies: unilat-
eral confrontation at first; then deliberation and consensus between unions,
business associations, and the government in 1994; a return to crisis politics
in 1995; and, most recently, gradualist reforms. Progress was slow. Link-
age between labor reform and reform of the system of union financing facili-
tated the part of the reform related to individual-employer relations, but it
did not help reform of collective labor relations. Menem’s efforts to link
labor deregulation with reduction of unemployment and recreate a crisis
atmosphere in the aftermath of the “tequila effect” did not convince work-
ers. The president’s newly aggressive tactics provoked several general strikes
in 1996. Congress passed legislation to ease labor regulation for small and
medium-size enterprises in 1998, but, as of June 1998, this had not been
implemented.

Beyond Politicians:
Creating Stakeholders for Lasting Reform in Bolivia®

The authors of this case study argue that although Bolivia’s hybrid presi-
dential-parliamentary system provides the executive with wide decision-
making powers to design and implement policies, the particular configura-
tion of interests and party discipline in the legislature were key factors in

*Based on background paper “La economia politica de reformas institucionales en Bolivia”
by George Gray-Molina, Emesto Pérez de Rada, and Ernesto Yéfiez of Fundacion Diélogo,
Bolivia. Available as Office of the Chief Economist, Inter-American Development Bank
Working Paper R-350.
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passing the Popular Participation Law, education decentralization and cur-
ricular reform, and pension reform under President Gonzales Sanchez de
Lozada. Reformers, attention to building social consensus and their leader-
ship were important inputs for the successful implementation of the Popular
Participation Law and pension reforms. Bolivia’s party system, based on
many highly disciplined small parties, generally encourages the formation
of multi-issue coalitions, but it was the particular configuration of interests
after the June 1993 elections that gave the Sanchez de Lozada administra-
tion the political room to implement some of the technical proposals that had
been attempted during the previous Paz Zamora administration.’' The
president’s party, Movimiento Nacionalista Revolucionario (MNR), allied
with Movimiento Revolucionario Tupac Katari (MRTK) won 34 percent of
the vote in the general elections of June 1993. This relative majority was
strengthened by alliances with the Unidon Civica de Solidaridad (UCS) and
the Libre Movimiento Bolivia (MBL) parties. The two pacts—the Pact of
Governability (Pacto por la Gobernabilidad) agreed on by MNR and MRTK
and the Pact for Change (Pacto por el Cambio) produced by the MNR,
MRTK, and MBL-gave the incoming Sanchez de Lozada government an
absolute majority in both houses of Congress.

The Popular Participation Law sought to transfer political, fiscal,
and administrative responsibilities and resources to the local level as well as
encourage community participation in development planning. Bolivia’s recent
economic and political transition (a 1982 transition to democracy and a free
market regime from 1985) and lack of entrenched corporativist links between
state and society provided the institutional space for such a reform. The
strength of party coalitions in the honeymoon period provided the decision-
making space for implementing the technical proposals that had been
developed over the 1990-93 period with help from the World Bank and the
Swiss Development Agency (Cooperacién Suiza). The president selected a
narrow technical team that included a few key party officials to work closely
with him from August 1993 to February 1994 to draft decentralization
proposals. Party discipline simplified the negotiating process, but lawmakers
were also careful to build a broader social consensus to ensure implementation
of the reform. The Popular Participation Law was designed to create new

' Congresspeople were elected via party list until 1997, a system that gives politicians
more of an incentive to adhere to party strategy than to particular interests. Political
advancement comes by being a good party member rather than by delivering special benefits
to a small group of constituents.
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stakeholders as it established and funded new rural councils, territorial
organizations that gained legal status, and new rights for local participation
after the reforms. A second Law of Administrative Decentralization (Ley
de Descentralizacion Administrativa) placated some of the existing
subnational interest groups by assuring a role for departmental civic
committees in the new decentralized structure. Strong initial opposition
from the pre-existing regional civic committees and from radical peasant
unions changed to support after the 1995 elections brought many independent,
indigenous peasants to local power. The authors argue that the continuing
success of the new decentralized institutional environment stems from its
ability to continually generate new stakeholders through redistribution
between and within municipalities.

Plans for restructuring the educational administration system and
curriculum reform developed along similar lines, but the social consensus
for successful implementation has been more difficult to build. The movement
for educational reform began in the 1990s when President Paz Zamora
appointed a technical team within the Ministry of Planning and Coordination
to propose solutions. Disagreement among cabinet ministers and fears of
teachers’ union opposition prevented the reforms from coming through the
political process, but the technical team’s work formed the basis of the
education proposal Sanchez Lozada included as one of the three pillars in
his Plan for All (Plan de Todos). In the context of Bolivia’s strong party
discipline and list-based elections, this bundling of educational reform into a
larger strategy helped prevent protests from teachers, the main opposition
group, from turning into parliamentary votes against the reform. The law
was passed by a majority in 1994. Continuing opposition from teachers’
unions has made the law difficult to implement, however, particularly as
political attention shifted to the Popular Participation Law and the
capitalization of public enterprises. The reform law, which did not include
a clear mechanism for creating new stakeholders, did not have the built-in
momentum that a new group of supporters can provide. The central
government tried to attract general support from the local governments by
working with them to invest in infrastructure and equipment, but this support
for added educational investment did spill over to the administration and
curriculum reform., More recently, the Ministry of Education made gradual
progress in reforming teacher promotion and pay scales, but teachers’ unions
continued to block accreditation of private universities. Merit pay for the
teachers helped to overcome some opposition.

Pension reform under Sanchez de Lozada was also based on technical
reform plans that had been proposed and blocked under the Paz Zamora
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administration. The two-part reform, which planned a shift to individual
accounts and private sector involvement in the administration of existing
pension accounts, became part of Sanchez de Lozada’s “Plan for AIL”
Bundling of the reforms in the Plan as well as in the institution created to
oversee the reform was useful in establishing a link between individual
capitalization and the more controversial transfer of account administration
to the private sector. The sequencing of the two linked reforms, however,
created a division within the government between those who saw fund
administration as a priority and those who wanted capitalization to be the
first reform. Although party discipline and the existing coalitions eased the
legislative conflict between economic and social priorities, the party system
could not address this institutional division. The president’s team, forced to
be more of a negotiator with outside opposition groups such as the retirees
and unions, displayed its negotiating ability with a publicity campaign, various
forums, and efforts to include parts of all opposition groups’ suggestions.
Winners in the reform—mainly the financial sector—were better organized
and connected than losers, but the reform team was still careful to lay a
basis for greater consensus with the creation of the Bonosol, a fixed pension
for all citizens over 65. Incoming President Hugo Banzer Suarez suspended
the universal payments but later reinstated them in the form of a fixed pension
for all those over 50 as of December 31, 1995, and tradable shares in the
Pension Fund Administrators (Administradoras de Fondos de Pensiones,
AFP) for those between 21 and 50 as of the end of 1995. The payments will
not begin until 2000, but the new arrangement generated support among
younger workers who could use the shares as collateral for micro-credit or
housing loans.

National Debates, Local Demonstrations, and Institutional
Reforms in Peru®

The Peruvian reform cases demonstrate that reformers need to take advan-
tage of the opportunities afforded by economic and political disruption while
avoiding the obstacles created by citizens’ uncertainty and insecurity.

2Based on case study “La economia politica de las reformas institucionales en el Perti: los
casos de educacidn, salud, y pensiones” by Gabriel Ortiz de Zevallos, Hugo Eyzaguirre,
Rosa Maria Palacios, and Pierina Pollarolo of Instituto APOYO, Peru. Available as Office
of the Chief Economist, Inter-American Development Bank Working Paper R-348.
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The authors show that the economic and political crises of the early 1990s
and strong concentration of power in the executive after the autogolpe (self-
coup) and closure of Congress in 1993 opened up decision-making space
for executive-led reforms, but were not necessarily ideal conditions for so-
cial sector changes.” The relative success of the education, health, and
social security reforms studied seemed to hinge on the communication skills
and persistence of the individuals who promoted the reforms within the gov-
ernment as well as to the citizens.

The reforms took place in a highly volatile economic and political
environment. The economic crisis of the late 1980s and early 1990s was the
worst in the country’s history, terrorist violence was rising, and social spend-
ing falling. From 1990 to 1992, the political system was becoming increas-
ingly chaotic as parties disintegrated in the wave of recriminations for the
crisis and independent candidates without overall group allegiances won
powerful posts, including the presidency. In the education and pension re-
forms proposed during this period, President Alberto Fujimori struggled
with a fractious Congress in which he had almost no party support. In April
1992, Fujimori destroyed the remains of this institutional structure when he
closed Congress and ruled by decree for several months before holding elec-
tions for a new constituent Congress (CCD) to rewrite the constitution. Al-
though municipal-level offices remained mostly opposition- or independent-
controlled, the president’s party (Cambio 90) gained a majority of seats in
the CCD. Health sector and pension reforms were more successful during
this period of increased presidential control.

Fujimori’s attempt to decentralize educational management to com-
munity groups and introduce a voucher system failed when it became en-
tangled in the larger political controversies and general uncertainty of the
1990s. The initial educational reform proposed in Legislative Decree 699
of November 1991 failed when the crisis atmosphere did not open up deci-
sion-making space for that particular kind of institutional reform. The
president’s attempts to unilaterally decree education decentralization using
the powers given to him for promoting investment and employment failed in
Congress. The reform leaders’ closed planning strategies during the 1993
post-coup reform attempt allowed opposition groups to play on citizens’

*The autogolpe, or self-coup, took place when Fujimori declared a state of emergency and
assumed all legislative powers for several months.
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uncertainties and link the educational reform to controversial political is-
sues. Publicity by the major opposition groups—the teachers’ union (SUTEP),
the Church, and Foro Educativo—filled the vacuum and reinforced peoples’
fears that the educational reform meant privatization and budget cuts or an
end to free education. Opposition groups were also able to use the fact that
the reform required a small constitutional change to link the education de-
bate to the larger controversy about constitutional changes to allow for
Fujimori’s reelection. Finally, the reformers’ ambiguity about the extent
and form of decentralization of authority added to citizens’ mistrust of the
reforms and handicapped efforts to attract new stakeholders at the local
level. The government abandoned the decentralization efforts in favor of a
highly visible, support-gathering strategy of building schools at the end of
1993.

The 1993 plan to decentralize health care to local communities faced
the same set of opportunities and potential pitfalls as the education decen-
tralization. Although the reform impetus came from the Ministry of Health
rather than the president, the executive-branch reform leaders had the same
institutional latitude to avoid long negotiations with congress. As in educa-
tion, the health care reform’s emphasis on decentralization could create strong
new stakeholders or alienate citizens who were wary of privatization and
reduction of spending. The development of the plan also paralleled the failed
educational reform in many ways: low-profile planning within the executive
branch, negative associations with privatization, and opposition from groups
that worried about the end of free health care. Nevertheless, Minister of
Health Jaime Freundt and his team were careful to present the program as
one of “participation” rather than “privatization” and developed numerous
pilot projects to convince potential stakeholders to support reforms. The
high local profile gave communities a sense of the power they could have as
managers of health clinics and doctors caught a glimpse of the higher sala-
ries that a reformed health care system could offer. Lack of local capacity
and opposition from some doctors as well as mid-level workers within the
Ministry of Health slowed the reform’s implementation, but the new local
stakeholders maintained the momentum of decentralization.

Pension reform differs from the two social sector reforms in that it
was more directly linked to the economic crisis policies and potential win-
ners—the financial sector—were politically stronger and better organized. The
clear link between successful adjustment and alleviation of the fiscal pres-
sures caused by the collapsing pension system formed the basis of a high-
profile publicity campaign that helped reform leaders convince opposition
groups as well as reluctant government officials (including the president)
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that the reforms were necessary and urgent. The first stage of the reform
began in 1991 when Minister of Finance Carlos Bolofia and Minister of
Energy and Mines Jaime Yoshiyama adopted legislator Mario Roggero’s
failed proposal to change the national pensions system (SNP) to a Chilean-
style privately managed system of individual accounts. The three pushed for
presidential action and mounted a press campaign to convince the public
that reform meant efficiency and ownership of contributions rather than
privatization or loss of benefits. Although the approach consolidated gen-
eral support from new stakeholders in the financial sector and attracted pub-
lic sympathy, the initial 1993 reform bill-Decree Law 724—was too vague to
gain solid backing. The financial sector and the Finance Ministry resumed
pressure for pension reform after the 1993 coup with a new press campaign
to explain the benefits of the individual accounts. The publicity success-
fully associated the individualization of pension benefits with a popular past
reform to individualize compensation and counteracted fears about
privatization. Most new workers opted for the new private system and sup-
port from these new stakeholders in the financial sector and labor market
sustained the reform.

Learning from Experience: Health, Education, and
Social Security Reforms in Uruguay™

At first glance, the background for reform in Uruguay did not seem auspi-
cious.The country was not in economic crisis, social spending was increas-
ing, citizens consistently voted for continued state provision of services, and
the political system’s low party loyalties, abundant veto points, and rela-
tively even distribution of power between the executive and other branches
of government seemed destined for slow negotiation. From 1985 to 1994,
four social security reform bills, and one health care reform had been at-
tempted and defeated and a plebiscite had suppressed the most important
aspects of a privatization bill.

3* Based on case study “Political Environments, Sector-Specific Configurations, and Strate-
gic Devices: Understanding Institutional Reform in Uruguay” by Fernando Filgueira, Juan
Andrés Moraes, Carlos Filgueira, José Fernandez, and Constanza Moreira, Available as
Office of the Chief Economist, Inter-American Development Bank Working Paper R-351.
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Nevertheless, the Sanguinetti administration had unprecedented suc-
cess in institutional reform: education sector reforms were ongoing, the pen-
sion system moved far toward individual capitalization, and health sector
reform, although much slower, succeeded in implementing some cost-cut-
ting measures. The authors provide three reasons for the relative success of
the 1995 to 1998 reform period: new pressures for coalition building, timing
of reforms with respect to the electoral cycle, and the accumulation of tech-
nical and political knowledge gained from previous reform attempts. Al-
though past coalition building had been based on single issues, the results of
the 1994 election—in which the fraction of Congress associated with the
party in government slipped to 24 percent (not even enough to hold an ex-
ecutive veto)-led parties to consider broader agreements. This new spirit of
cooperation contributed to successful educational and pension system re-
forms during the post-election honeymoon period.

Social security reform shifted parts of the state monopoly, pay-as-
you-go social security system to private managers and individual accounts.
The need for reform was not new: the system had been on the brink of
collapse for several years as demographic shifts, poor management, and a
1989 plebiscite that required constantly rising pensions increased fiscal pres-
sures. The political environment, however, was new. The combination of
the new coalition-building spirit and accumulation of technical and political
expertise from unsuccessful past reform movements set the stage for the
successful passage of the 1995 reform bill. The social security reform, led
by the Colorado party, became a key part of the inter-party negotiations and
rode the momentum of the coalition process. In addition to learning more
about technically viable solutions, the reformers had also learned to work
around powerful opposition groups. High-profile publicity about the re-
form told pensioners that their benefits would not be reduced and assured
citizens that the state would not fully withdraw from pension administra-
tion. Planners did not confront powerful parastatals by addressing unem-
ployment benefits, family allowances, and noncontributory pensions. Clever
use of institutional resources—including a constitutional provision that gave
the executive legal monopoly on social security matters—and cultivation of
the private fund administrators as new stakeholders sustained the reform.

Curriculum and administrative reform in the educational sector was
easy to pass, but more difficult to launch and sustain. General public recog-
nition of the need for reform, linkage to the coalition-building process, strong
leadership by German Rama, and avoidance of controversial reform issues
contributed to the reform’s initial success. Rama, the former director of the
Economic Commission for Latin America and the Caribbean (CEPAL)
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in Uruguay, was an ideal figurehead for the reform movement. He was well
respected, well connected to different parties, and associated with many of
the technical studies that identified problems in the education system but did
not provoke controversy by proposing solutions. From his position within
the Ministry of Education as president of the educational reform council
(CODICEN), Rama sought the Colorado-Blanco coalition’s support for his
proposal to change the curriculum, redistribute resources, and increase state
spending. Throughout the negotiations, he avoided more controversial re-
forms such as vouchers, privatization, decentralization, or cost-cutting. He
then submitted it to Congress as part of a larger budget bill, a bundling
technique that allowed for trading favors for more votes and ensured quick
passage of the legislation. Implementation, however, has been more diffi-
cult. Rama’s work with the education administration helped him to identify
key opposition groups while planning the reform, but did not help placate
striking teachers who were expecting (but did not receive) salary increases.
The creation of internationally funded discretionary technical bodies to sug-
gest changes and run pilot projects demonstrated the benefits of reform to
groups of parents and students and won over some teachers, but the new
program has not been integrated in the rest of the Ministry of Education’s
program.

Although parts of the health reform of 1995 were implemented as
administrative measures, the bill itself failed. Clear losers, diffuse winners,
and strategy mistakes contributed to the congressional stalemate that blocked
rationalization of the state health insurance administration. The reform pro-
posal directly confronted the powerful, well-organized medical establish-
ment (the medical professionals’ union, FEMI), while potential winners—
health care consumers—were more diffuse. Minister of Health Solari’s choice
to engage in low-profile negotiation with the medical unions and mutual aid
societies did not alter this issue-specific balance of power by taking advan-
tage of the cooperative momentum of the larger political environment. It did
little to crystallize the general public dissatisfaction with the declining qual-
ity of health care into a new support group. Solari borrowed part of Rama’s
successful strategy in introducing the health care legislation as part of a
budget bill, but the move failed when the controversial legislation was dropped
from a budget bill that had to be passed quickly. Subsequent health-care
reforms, including efforts to cut public hospital expenses, improve hospital
management, and better target benefits, avoided confrontation with FEMIL.**

¥ Hospital director Javier Bonilla’s June 1998 dismissal, which came after efforts to trans-
fer more responsibility to the private sector, provides one example of the continuing power
of the medical unions and the contractors associated with public hospitals.
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Comparative Conclusions

Context: Circumstances Matter

The case studies support many of the predictions in the political economy
literature and demonstrate that context clearly matters. The timing of re-
form and the strength of the government’s coalition were among the most
important factors contributing to the success or failure of almost all of the
reforms. The reforms that were presented early on in governments’ man-
dates (so-called honeymoon periods), particularly when governments had
strong political momentum related to post-crisis stabilization, had a particu-
lar advantage. ** In Argentina, for example, the telecommunications
privatization was implemented very early in the process, and therefore faced
far fewer political obstacles than did Argentine labor and social security
reforms, which were implemented in mid-cycle. As the post-campaign mo-
mentum wore off, Menem and his coalition were less united and more vul-
nerable to pressure from the opposition. In Peru, the groundwork for social
security reform was established at the height of Fujimori’s initial political
honeymoon and reform momentum. Educational reform, on the other hand,
fell prey to the partisan political debate surrounding the 1993 referendum on
Fujimori’s re-election.

Governments with a majority coalition were clearly the strongest
players in most political contexts. The need to rely on opposition legisla-
tures placed considerable constraints on policymakers who operated within
the standard institutional structure. The negotiations over educational re-
form in Peru, for example, demonstrate the difficulties associated with an
unsupportive congress. President Fujimori’s interaction with Congress be-
came much smoother after the 1993 elections brought a Cambio 90 major-
ity into the legislature. The Uruguay study’s historical background also
highlights the advantages a majority coalition can offer; the Sanguinetti gov-
ernment succeeded in reform efforts where previous administrations

*¢ One of the few econometric analyses that has been conducted of the timing of reforms
provides support for this hypotheses about early reform implementation. Lora (1997) finds
that there is a high probability that reforms will occur in the second year of government.
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had failed. These constraints were slightly weaker for reforms that were
linked to crises and proposed as an exercise of a president’s “emergency
mandate,” but legislative support was still important in the long run. The
Peruvian legislature repealed Fujimori’s unilateral educational reform de-
cree of 1991 (Legislative Decree 699) and contested his use of the emer-
gency mandate.

The studies also suggest the importance of another contextual fac-
tor: external resources. While external support alone does not drive or ex-
plain successful reform implementation, it clearly can facilitate the adoption
and implementation of reforms at critical times. In Uruguay, for example,
external resources in the form of a World Bank loan were essential to the
government’s ability to compensate vocal losers (retirees) when the social
security reform was initially introduced, buying time for the new stakehold-
ers in the reform to establish themselves. In Bolivia, external technical as-
sistance and financial support facilitated the creation of an autonomous re-
form team in the Finance Ministry that was able to carry out the privatization
and social security reforms. Nevertheless, neither reform would have been
possible without strong executive and reform team commitment. In con-
trast, in Peru, while substantial external support and resources were behind
the educational reform efforts, the lack of a coherent in-country team and
the president’s own lack of commitment made successful reform implemen-
tation impossible.

Importance of Leadership.: Executive and Reform Teams

Executive leaders and their reform teams played crucial roles in guiding insti-
tutional reforms through these contexts. The executive leader’s understand-
ing of the institutional infrastructure of their countries, as well as the ability to
manage legislative relationships, adjust the power of organized interests and
consider the strengths and weaknesses of implementing ministries and agen-
cies were crucial to the reforms’ success. Our cases do not provide insight into
the extent to which choices about packaging and introducing the reforms, and
reform teams were produced through a self-conscious planning process or
whether they were the result of good intuition, but they do suggest that strate-
gic choices are critically important contributions.

The degree of executive commitment also appears to affect the prob-
ability of reform. Presidents signal to politically relevant groups and inter-
ests what issues are important and what is likely to be a high priority for an
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administration. They significantly affect the timing of change initiatives as
they select issues for the public agenda or ignore them. In Bolivia, one presi-
dent was concerned about educational reform but uninterested in decentrali-
zation and social security reform. A subsequent president was concerned
about all three initiatives and was significantly involved in designing the
details of decentralization and pension reforms. In the case of Peru, Presi-
dent Fujimori was much more committed to macroeconomic reforms than to
institutional changes, and demonstrated a distinct willingness to either water
down (social security) or withdraw (educational) reforms if they proved to
be political liabilities.

Executive leaders were also the architects of successful reform teams,
such as those in the case of privatization in Argentina, social security in
Uruguay and Bolivia, and popular participation in Bolivia. The teams’
technical competence and ideological coherence were necessary for reforms
to survive both political opposition and administrative obstacles to imple-
mentation. This stands in sharp contrast to the failed attempts to reform
health sector institutions in Uruguay, education institutions in Peru, and the
labor code in Argentina. In the former cases, the reform teams worked as a
unit and helped design political and administrative strategies for introducing
reforms that contributed to the ease of implementation. In the latter cases,
in contrast, the teams were unable to agree on either the content of the re-
forms or on the best way to pursue their implementation.

Working Within Institutions

The only way to effectively work “outside” institutions to plan and pass
reforms seemed to be to dismantle the institutions; leaders who tried to work
parallel to existing institutions usually did not succeed. In the implementa-
tion phase, however, the strategy of creating new institutions that paralleled
existing ones was more successful.

There seemed to be two varieties of extra-institutional strategies:
high profile changes in a country’s political institutions, and low-profile
politics working around existing institutions. Fujimori’s closure of Con-
gress is an example of the first; the president closed Congress and, in the
time before the election of a new constituent assembly, successfully passed
a social security decree-law. The more common low-profile strategies to
circumvent the usual policy procedures had mixed success; they seemed to
succeed in reforms that created new institutions, but not in those that at-
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tempted to restructure existing institutions. Bolivia’s popular participation
reform, which involved the creation of entirely new institutions, could be
implemented through less traditional channels. Argentine President Menem’s
attempt to use presidential decrees as well as prizes (such as cabinet ap-
pointments) and punishments (such as withdrawal of legal recognition) to
co-opt parts of the labor movement and begin reforming the labor code was
not so successful. The legal code governing labor could not be transformed
without going through the law-making process.

Leaders who tried to expand their powers unilaterally ran the risk
of having their reform proposals tangled in procedural questions. Emer-
gency powers ceded by Congress to the president were one example: when
used within the boundaries established by the legislature, these “fast track™
policy tools helped reforms pass quickly, but when presidents tried to use
these emergency powers for other matters, opposition increased. The team
that planned pension reform in Peru saw Fujimori’s emergency powers as a
rare opportunity to pass an initial restructuring proposal. The social secu-
rity proposal was implemented, but the Peruvian Congress opposed Fujimori’s
efforts to use his emergency powers for “promoting investment and employ-
ment” to pass educational reform law D.L. 699, and the reform laws were
eventually annulled. The authority Menem gained under the Law for State
Reform helped him privatize ENTEL rapidly, but the Argentine Congress
protested when the president tried to use emergency powers to pass social
security.

Reform teams seeking an implementing agency with sufficient com-
petence and autonomy to move the reform forward regardless of day-to-day
administrative or political setbacks often faced a choice of working with
incompetent institutions or creating new ones. Most of the social sector re-
formers chose to create new institutions, a strategy that was successful in
the short term but involved long-term tradeoffs.” Reformers in Peru, for
example, developed plans outside the Ministry of Education and implemented
the reforms through pilot projects that did not follow the Ministry’s proce-
dures. The strategy was usually successful in the short run, but in the long

37 This trade-off between short-term efficacy and long-term impact was also an issue in the
social investment funds that were created in many Latin American and African countries
in the early 1990s. The funds, which were new institutions designed to rapidly channel
international donor funds into small projects, were usually very effective at first. As the
“emergency” has receded, however, reformers must now turn to the difficult question of
how to integrate these autonomous institutions into social sector ministries with parallel
tasks.



IMPROVING THE ODDS 29

run there were some problems merging the reform programs with the regu-
lar institutions to improve nationwide service delivery performance. Rama’s
educational reforms in Uruguay gathered support for educational reform
and tested new curriculum designs, but the lessons learned were not initially
incorporated into the national educational system. Nevertheless, the educa-
tion pilot programs demonstrated the benefits of the new administrative struc-
ture.

The Role of Bundling

Bundling proved to be a two-edged sword: it was a powerful instrument for
both reformers and the opposition. The case studies demonstrated that it
was one of the more difficult strategies to implement and that it required a
well-planned communications campaign. The bundling of reforms with other
policy measures, or with compensation packages related to other measures,
was a positive force in favor of reform in most cases. The strategy contrib-
uted to privatization in Argentina, where the reform was clearly packaged
along with the initial macroeconomic stabilization measures. It also helped
social security reform pass in Bolivia, where compensation in the form of
annual bonds for the elderly was made possible by the earlier capitalization
(privatization) program. Social security reform in Peru may have been fa-
cilitated by linkage to the broader stabilization package.

Nevertheless, bundling could be negative if reforms were perceived
as linked to unpopular programs or to a negative turn of political events.
Here the case of educational reform in Peru is the most demonstrative. The
opposition successfully linked the educational reform to the more general
mistrust of privatization as well as to Fujimori’s bid to change the constitu-
tion to allow for both his re-election and for capital punishment. The team
within the Ministry of Health appeared to have learned from the educational
reform experience and avoided entanglement in the larger political atmo-
sphere by pushing health care reform through as a little-noticed pilot pro-
gram.

Compensation

Compensation for “losers” generally helped reforms pass, but leaders’ use
of this strategy was often constrained by fiscal realities. The Uruguayan
social security reform team was able to reduce opposition from retirees by
guaranteeing existing benefits (with the help of a World Bank loan), but they
were unable to do the same in health care reform because resources were too
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limited and the population to be compensated too large.

Compensation schemes that offered losers an ongoing stream of
rewards, rather than a one-shot gain, were effective in creating long-term
support for reforms. The Bolivian government’s Law of Administrative
Decentralization, for example, gained support for the Popular Participation
Law by ensuring an ongoing role for the pre-existing provincial officials
who were bypassed by the new decentralized institutions.

Stakeholders Are Key

The balance between the organizational capacity and political relevance of
losers in a particular reform and that of new stakeholders created by reform
was often key in determining the political viability of institutional reforms.
The capacity of new stakeholders to organize and express their interests was
important to the long-term sustainability of reforms. New stakeholders could
change the balance of political power in favor of reform. However, when
and how such interests would be organized was rarely clear at the outset of
reform implementation and governments’ ability to create opportunities for
new stakeholders was often determined by the political weight of organized
losers and the resources available to buy them off. This is an example of
where stakeholder-creation might be helpful in constrained-compensation
circumstances.

Stakeholders often play an important role in the long-term success
of reforms. The Peruvian, Bolivian, and Uruguayan governments, for ex-
ample, had enough resources to buy time in the short run but it is unclear
what the fate of the reforms would have been if new stakeholders (private
pension funds) had not developed as a longer-term source of political sup-
port. Central level opposition to health reform in Peru and decentralization
of social services in Bolivia was strong, but not strong enough to outweigh
the numerous local level actors that quickly gained a stake in the reforms.
Vocal opposition to labor reform in Argentina as well as educational reform
in Peru and Bolivia, on the other hand, had a strong political presence while
potential new stakeholders (the private sector in Argentina, parents of school
children in Peru and Bolivia) either did not perceive their potential stakes in
the reform or were not organized enough politically to outweigh the initial
opposition to reform implementation. In the latter cases, it was difficult for
reform promoters to calculate the potential political response of new voices
amidst the clamor of those who were already mobilized and who opposed
reform.
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Avoiding Old Battle Lines

The interaction between the positive political momentum of reforms and the
legacy of past conflict was also important to determining the outcome, par-
ticularly in the case of more complex reforms. Simple reforms that were tied
to initial stabilization measures, such as the ENTEL privatization in Argen-
tina, were usually able to avoid prolonged political debates that brought up
past controversies about the particular issue or sector involved, even where
substantial controversies had occurred in the past. More complex reforms,
such as social security in Uruguay, labor and social security in Argentina,
and education in Bolivia and Peru, often entered the mainstream political
debate, and were unable to overcome legacies of past conflicts. This was
particularly true when reform opponents had participated in those conflicts,
and remained well organized politically. Thus, for example, in Uruguay,
unions and organizations in the health sector were able to effectively block
reform efforts, while in social security they were obtained very handsome
compensation in exchange for not blocking the reform.

Several leaders were able to structure reforms to avoid re-igniting
old conflicts. The Peruvian health sector reform’s low profile and emphasis
on pilot projects rather than national proclamations, for example, avoided
immediate, direct confrontation with medical unions. The pilot projects
attracted new supporters who had not participated in previous conflicts.
Public information campaigns led by the Peruvian pension fund administra-
tors (AFPs) also contributed to the social security reform by easing work-
ers’ deep-rooted mistrust of the private financial sector. The Bolivian edu-
cational reform team involved the newly created municipal councils as con-
duits for educational infrastructure investment, adding a new dimension (and
gaining a new ally) in the long-standing conflict with teachers’ unions.

Communications Strategies Matter

The government’s effectiveness in presenting its side of the debate seemed to
be a crucial element of reforms’ success. There were no clear fail-safe
strategies; rather, the effectiveness of a communications campaign seemed
to depend on the leaders’ ability to assess the prevailing environment.

A high profile, rapid reform strategy has the potential to create
political momentum and ensure that all potential beneficiaries realize the
full implications of the reform, but it can also be a lightning rod for criti-
cism. High profile strategies seemed to be most effective when reforms were
bundled with stabilization measures, when they were introduced in the con-
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text of perceived crisis, or when there was considerable public opinion that
the particular reform sector was broken or being badly managed at the time.
The government’s overall political position and popularity at the time of
reform adoption was also a factor. The strategy was clearly helpful with
privatization in Argentina, social security in Bolivia and Peru, popular par-
ticipation in Bolivia, and education in Uruguay. On the other hand, high =
profile strategies backfired in the cases of education in Peru, labor in Argen-
tina, and health in Uruguay. In these cases, there was not a broadly per-
ceived sense of crisis or failure and negatively affected interests were strongly
organized.

Low-profile strategies have the advantage of insulating a reform
from criticism during the vulnerable planning stages, but excluding affected
groups can weaken reforms when they are finally implemented. Our cases
also yielded some examples of successful reforms that were implemented
“by stealth,” either on a pilot basis or as the result of subtle policy measures
that eventually added up to a broader reform package. The contrast be-
tween health and educational sector reforms in Peru highlights this factor;
the reforms were administratively similar, but health care’s low-profile strat-
egy succeeded where education’s high-profile campaign failed. The commu-
nity-by-community pilot reform implemented from one branch of the Minis-
try of Health had such positive demonstration effects that it virtually be-
came a nationwide new approach to rural health care.®® This experience
suggests that when reforms must be approved by hostile legislatures, some
sort of proof of their benefits or virtues may facilitate passage through dif-
ficult political waters. In these instances, low-profile strategies that accu-
mulate evidence through pilot strategies may be more effective than high-
profile presentations of the entire reform package.

Low-profile, closed planning processes run the risk of becoming
controversial, biased, “medium-profile” debates if any information is leaked.
Argentine President Menem tried to plan social security reform in private,
for example, but his strategy of sounding out interest groups released enough

3 Another examiple, which is not in the study, is in Guatemala. In early 1998, in a polar-
ized political environment, a very high-profile attempt to privatize the state telecommuni-
cations company, which included overly ambitious promises of what the proceeds could
be, failed dramatically. Subsequently, a few months later and influenced by the mistakes
in the telecommunications case, the state electricity company was quickly and success-
fully privatized using a low-profile strategy, avoided involvement in the general political
debate, and limited public relations efforts largely to the company employees who had the
option to buy shares. [Authors’ interviews with government officials in Guatemala, Au-
gust 1998]
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information to attract opposition from unions and retirees. Unlike a high-
profile strategy, the selective discussions did not help the government make
its case to a broader audience. The reform succeeded only after long nego-
tiations in Congress. The case of educational reform in Peru is clearer. The
closed educational reform planning process and vague public information
releases allowed the opposition to play on peoples’ fears of education
privatization and expenditure cuts. The government was not able to commu-
nicate the added power that educational decentralization could give to par-
ents and communities.

The decision to use a high- or low-profile strategy may also be
affected by the sophistication of the public debate in the particular area.
Where technical competence among the press and other key actors is very
low, and yet the complexity of the reform requires nuanced debate, a low-
profile strategy may help avert debate over reform being captured by politi-
cal opposition. Health care decentralization in Peru, for example, avoided a
large-scale confrontation with medical unions and other potential opposi-
tion by secretive planning and by reform implementation via small pilot
projects. In the case of social security and other kinds of large complex
reforms that cannot be implemented via low-profile strategies, information
campaigns become an important part of the reform strategy. The Peruvian
government’s information campaign to educate people about pension fund
administrators (AFPs), when a 1992 survey revealed that nobody knew what
they were, for example, seems to have helped the reform gain acceptance.
The Bolivian government’s public forums during social security reform may
have had the same effect.

Lessons for Policymakers

The study provides some conclusions and lessons for policymakers, pre-
sented here as a general checklist that can be applied in different political
contexts and sectors. Almost all of this advice calls for reformers to develop
analytical skills in assessing issues such as timing, potential reform coali-
tions, situations of crisis and “politics as usual,” strengths and weaknesses
of existing institutions, the rules of the game for political contestation, and
the activities required of leaders. While many of the lessons may appear to
be obvious, the history of reform in the case studies suggests that reformers
do not always think of them in time to save a reform initiative.
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First of all, reformers need to be sensitive to the opportunities for
promoting reform when the “timing is right.” Reforms undertaken when
governments are enjoying positive political momentum—in post-election hon-
eymoon periods or when they have majority support in legislatures, for ex-
ample—-are more likely to be successful than when governments face declin-
ing power and majority opposition. Similarly, propitious timing may coin-
cide with widespread public opinion that “something is wrong” with the
institution to be reformed or when a perception of crisis affects government.
Support for and opposition to change are not fixed, but can rise and fall over
time as a variety of events shape public perceptions and the calculations
made by various groups and individuals of the costs and benefits of reform
for their particular interests.

Second, and related to the issue of timing is the presence or absence
of a perception of crisis that can be related to the sector to be reformed.
Almost all reformers in our cases had a mandate to resolve some sort of
crisis, either at the nationwide economy level or in a particular sector. In
such cases, acting quickly and capitalizing on the public’s sense of crisis is
critical, and can overcome even deep legacies of past conflict. Moreover, in
cases in which the crisis is broader than the sector of concern, opportunities
for bundling are likely to be more extensive, as suggested by cases in which
pension system reform was presented as an essential part of macroeconomic
stabilization programs. When a sense of crisis does not exist, however, it is
probably wiser for policymakers to take a low-profile approach to reforms
and be particularly careful to avoid “negative bundling,” that is, situations
in which the reform becomes tied to unpopular measures in public percep-
tions. Similarly, in noncrisis cases in which the organizational capacity of
losers far outweighs the capacity of winners, a low-profile approach in which
compensation to losers plays a role may be the most feasible option.

Third, reformers can be relatively bold in moving toward change in
situations in which there is broad agreement that the institutions in place are
“broken” or discredited. Frequently, the belief that “something is wrong”
with an institution accompanies a sense of crisis, but not always. When
there is a widely perceived public sense of dissatisfaction with a key service,
such as education in Uruguay, reformers have much more room to maneu-
ver than in cases where there is disagreement on how bad the problem really
is. In the former case, a reform coalition can coalesce based on dissatisfac-
tion with the existing situation without necessarily having to agree on its
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replacement. In Peru’s educational reform, on the other hand, there was a
lack of consensus on the state of the educational sector and ignorance of the
potential benefits of reform. The opposition was able to take advantage of
the gap in public knowledge to convince citizens that the government was
trying to “privatize” education. Comparing the two cases further suggests
that reformers, constrained by an incomplete consensus on the nature of the
problem, can expand their room for maneuver if they educate relevant groups
and populations about the deficiencies of the existing system and the poten-
tial benefits of reform.

Fourth, reformers need to assess sources of opposition and support.
This assessment should serve as the basis for active strategies for consoli-
dating support and attempting to neutralize opposition. Moreover, reform-
ers need to consider not only the support and opposition that is specific to
the sector being reformed, but also the more general context of support and
opposition for government. Much political decision making 1s the result of
trade-ofts and negotiation between sectors, so broad political analysis skills
are as useful as those that are specific to the sector. Similarly, broad politi-
cal coalitions are as important as sector-specific ones in the search for sup-
port for institutional reform. Some reform partners, for example, may sup-
port (or oppose) a reform because it is being promoted by a particular politi-
cal leader or party rather than because they are committed to (or opposed to)
the particular reform per se. This dynamic was evident in the Peruvian
cases, for example.

Fifth, reformers need to assess the nature of existing institutional
structures as they generate strategies for promoting institutional change. In
several cases, the rules and composition of the legislature, for example, af-
fected the trajectory of institutional reform initiatives in ways that might
have been predicted and even possibly avoided through strategic action on
the part of reformers. Strategies need also to take into consideration the
relative strength of the institutions being reformed vis-a-vis other govern-
ment institutions, political parties, and unions. In Peru, for example, the
weakness of the Ministry of Education limited its capacity to play an effec-
tive role in the reform initiative.

Sixth, reformers must pay particular attention to reform initiatives
that are likely to generate political debates with a history of conflict. De-
bates about reform may inevitably be hijacked by deeper and more long-
term conflicts among interests. In Argentina, for example, the discussion of
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labor reform was as much about the place of labor in national political deci-
sion making and its traditional links to the Peronist party, as it was about
labor legislation. Nevertheless, reformers who anticipate this possibility may
be able to manage the debate and channel the conflict in more constructive
ways than those who are taken off-guard.

Seventh, reformers need to select their reform team carefully, with a
particular concern for the extent to which members of the team share a
common perspective and work together effectively. They should also be
assessed in terms of their technical competence. Conflict within reform
teams handicapped health sector reform in Uruguay, educational reform in
Peru, and labor reform in Argentina. This characteristic of the reform team,
noticed some time ago in the case of macroeconomic reform initiatives, ap-
pears to be true for institutional changes as well.

Eighth, reform leadership is essential to successful institutional
change. The resolve and commitment of reformers matters in all political
contexts. Virtually every case of successful reform in the study entailed
politicians and reformers taking substantial risk in order to launch and imple-
ment reforms; the payofts were rarely, if ever, clear up front. The particular
reform’s potential to generate new stakeholders obviously made a difference
in creating a political counterbalance in favor of the reformers’ efforts, but
in almost every case, there was substantial risk, particularly early on in the
process. At times, reformers can enhance their chances of success by reach-
ing out and soliciting the involvement and cooperation of potential new stake-
holders, whether they are primary school parents or employees in privatized
companies. Regardless, most cases of institutional reform require challeng-
ing entrenched interests in the status quo, and the payoffs for doing so are
rarely immediate.

Reform leadership involves a core set of actions. Leaders must, for
example, set priorities for the content of the reform as well as for the actions
undertaken to promote change. They must play an active role in selecting
and managing a reform team. They must make critical choices about sev-
eral of the issues considered above-how to manage opposition, how to at-
tract support, whether to adopt a high-profile or a low-profile strategy, how
to manage particularly contentious issues—often in the absence of any clear
information about the consequences of such choices. They must understand
the process of political decision making fully enough to select actions that
effectively influence that process. Above all, then, reform leaders must take
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on responsibility for assessing the politics of the reform process and for
making strategic decisions about how to move ahead with reform in a very
uncertain and rapidly changing context. While much prior discussion of
policy reform has focused on the importance of the existence of reform lead-
ership, our case studies are quite clear in demonstrating that the mere exist-
ence of leadership is insufficient for positive outcomes; leaders must act and
much of their activity involves strategic decision making.

Finally, our ninth lesson is that reformers can promote reform in
two basic ways. They can attempt to alter the content of the reform initia-
tive to make it more acceptable to its opponents or more attractive to its
supporters, or they can attempt to alter the context in which it will be pro-
moted to alter the balance of forces supporting and opposing change. In the
cases, reform leaders negotiated changes in the proposals they were promot-
ing as a way of meeting some of the criticisms of those in opposition to
them. They also sought to build coalitions, enlist presidential support, fo-
cus media attention on the positive benefits of change, and affect public
opinion to support change.

Certainly, following this advice will not necessarily ensure the suc-
cess of reform initiatives. The trajectory of reform is fraught with obstacles
and unanticipated events that can cause an initiative to be derailed, regard-
less of reformers’ analytical ability, political negotiation skills, and sense of
timing. Strategic action attempts to avoid many of the pitfalls that bedevil
reform initiatives, but cannot prevent them; the large number of obstacles
and the fragility of the momentum toward change in most situations ensure
considerable potential for failure. It is also important to bear in mind that
not all reforms are duplicable across national borders, at least not in the
manner in which they are presented and implemented.

Nevertheless, the evidence gathered over the course of the project
has helped highlight a useful series of lessons about strategies for promoting
institutional reform and provide a departure point for future research on the
factors that may contribute to successful institutional reform. In addition to
the general points made in this essay and the attached summaries of conclu-
sions, the individual case studies provide policymakers and academics with
ample data from which to begin to understand the politics of institutional
reform.



GRAHAM, GRINDLE, LORA, AND SEDDON

38

UONRID SEGT AN UT $IBSS [ED0] PIEDID AJMDU IYF JO AUBW UOM Adii 1oyt 1 J1oddns
>} PaAOW Ing “uki0yal1 a3 pasoddo AjjeuiFLo suotun jursead [BIIPRI PUB SOINTUIWOD DIAID [BUOITL dU ], (o)

MOU B DILIID J PIP

£OUO PIO UT DIMINNEL IO UORMNISUL

UOTNLISUL JO SULIDY U WHOJ1 OY) JO 102150 OU} SAIGHOSIP IIAY]O [FUOHIILISUL,, (

SOSTITATT
[osouog ‘souodisod pue st uayy ‘spuadsns juopisord MON L6646/
orqnd
o3 paaogsunn sosudimua sygnd paziendes ul S2IRYS 19667 DA
WJosouog, 10y uotsiaoad
sopnjoul ‘55a13U07) 031 10al0xd WO PUIS TUDPISDIJ 1964 ~21
W01 J2A0 ONTO[RIP ‘SIRUIUDS DGR CH6 7 PUR ~UDY" (0) 000y
310339 WIOJOI POAMDUDL PED] OF POILMD (O) suowuny
(dNS) SUOISUDJ JO 1WLIRDINIG [ruoleN Mau “uapisoxd afuey) 1e66/ (O) ANS UT SIORSIHWPY uoIsSuad
SLITG {Q) 10quT Jo AustuIAL oS eI
utl dnoan 2ANTNSUO) 01 PALsaLd WLIOIDT [ROIUYDD L 1766/ PUT {Q) Yyeap Jo Anstuin (sauoIsusg ul 101008 apuAnd
DIBUOD) soYoRDE Jasau jusodold 102[qo sIISTUIM 301008 (31 suonuzedio jruonEuIoIu] ap [PUOIIDN DAJOAUL SIUNOIOY
eroos “quapisald o1 fesodoad swasaad Answung souea 766/ AU (1) 2A1NDD PLIIDAAS) JEnprarpus
[esodord wioyal J0f S2IPIS juayod suifoq (1) diysopea) NS waogey MON O} IAON
‘suoneZIuRdio [RUOnvIINu AQ popuny *ANSIuly 20ULULY 1/ 66/ ) Anstury odurul] eda7 | Suumionnsoy SOA LSRN BRINS (TN
(SN SIUSWUIOAOT [#007]
*SIO1DQHP {OOYDS 10) BLIDILID T V.LA) Wea [Bo1ugod
FEOIUYID] PUR UENIDAIDS ‘SONISIDAIUN 21rAd 10] BONEHPIIDOR DN dUL () suonuziuedlo jRuoTRuIN]
ot spurdxd wonmudwoyduwr wuoyar yuopisaad Jo 0FuBY) /66 / (y) uonwonpyy Jo Ansiutjal
“Ayolear Amuoweiped Aq poaoadde me ip66/ () wowdodaa(] urwng Jo AQSura
POMIUIT 11033 wLIOF quapisard Jo oFurYD (£667 (31) AUN0aXY WO JT[NDLLIND
'$523FU0) 01 PANIUIQNS DAY INQ SINSIUIA (0) ymnyD ‘wonrNsIuIUpe
JO IDuUne) wyna pajeqop wojaa qesodord wioyol smemunoy (Q) mensiSey woyayy | Suumonnsay DZIPRUIIA(CY
UONBPIOO) puw Suniuelg Jo ANSIuy ut dnold jeaiumay (2667 (()) suoiun sIdYILI |, By CMON AMOIS TUONBINPTY
TBIUAD 6,G7 Senledioiunit 0,0¢ $190j01d 9,0 (oImipuadXy 9667
“uonadla [rdidiunt 18,1 1C667
‘passed MBT UONRZIEBUIII PANRISTHWPY ($G6T A7 JEDWBIDAOT
‘possed gd'1 i#66T -y JO S[PAD] JoMO]
S0BUO; o1 ssomod pun
o1 1uas jesodoad (J41) mer nonudionaeg aepndog MoN (#6671 Gad (3]) suoneZIurdIo [PuonruINU] sonipgisuodsol
‘paenodou ‘passnosip jesodolg tamod 0 s;wod (1) wpwdo[pAa(] UBWNE] JO ANSIUTAL dARIRISRIWPY
BPRZOTT 9P ZOYIUTLS UDYM GG AIN[ JO SUOIDD[D [RI5UDT JoE [Iun (1) 2A1NDOXH Rosyy
Pake]ap ueneoPISUEd ‘ssoxiue) 01 Juds [esodord MB[ IS S£667 (SN S{10Un0)) [y “peonyod raysurs ),
Juawuisaod ‘suoneziueiio (xx) (SN Q) suou juvseag w0y et uonedidnieg
[euonEnIduL ‘SUnoad [RIDOS YI1M SIIRQIP “SIRWIWIDS 1667066 ] (SN Q) SOONIURUOT) DIATY) [ruorday [2doy MON SO Jemdog
SIOPIOYINEIS
MAIU=QN] ‘SAMA0§21=3 ‘vomsoddo=0 POYIIIA () 3293738
ABojouosyqy 3 IPIAJOAU] SINIBY RINHOJ | [RUOnNMUSUE | .SSI00RG uLI0Joy

VIAY1049

SIWHOATT AL * 1 X1AN




39

IMPROVING THE ODDS

PO 5103 ST0TS

103 Kupqidipo sspendsoy 9951040 0 poudisse siofeurwu [puoissajosd
‘sjepdsoy oygnd w Sumno-1s09 ‘vonezijeuoney Sujosu0
'$$18U07) Ul pajie] wiojay ‘spendsoy

1240 Jomod s uonei0diod [eorpat poonpas ‘siun yyray sqnd
PozZIRUOnEI *SYIN 01 SI1ajsuesy paonpal jjesodord wi0jar maN JC667
"$ODIAIIS [I[BAY JO UOTILZI|BIIUA0AD DAENSIULUPE PIZI[BAL J0U

(¥) 2annoaxs

() suonezIuedio [BuOlBULaIL]

(0) (SYW) siopiaoid pazipisqng

21838 ‘BNI-A9IBALLI-$91101008 PIE [eriniy

05019400
ams 19818
‘uonedionred
aeaud

1nq paidiuai ‘PareId SIIIAIS YIESH AIVIS JO UOHBNSIUIWPY /R4 () s10120(7 “(JNF,1) Suolur) [ROIpay | Wy 198png AININNSAY ON A$VAIDU (PUILY
"s10al04d 1071d BIA DA AIMO[S WIOJY 66/ -C667
"WIOJIY [RUOHEINPY
10] weisold (jesodoad 308pnq ydnouys) seacidde ssa1duo)) (¢h67
‘wonesnpy
eI ], pue ‘KIEpuodag “AIBwLL] JOJ [aSUN0.) JBI0I0II ‘Fuuien J0yara)
[E1U9;) JO 12pRay Sk ewzy urunan sjutodde JustuIoa08 maN (667 Mou 0feron0d
‘wloyas 10§ poddns oryqnd uied ‘woishs papuedxy
uoneanpa jo Koenbapeur azionqnd suodal 1Boruyadl “TVAHD (C-£667 "UONENSIUTUpE
"$50] WNPUAIRJOI pue Supueuy
“amyipuadxa UoEINPd 10§ 200]) PaXY FulesiurIeng JUaWpPUIWE (SN) SIIUNUIIOD ‘SjuaIRg u 9ouasaid
TRUOHMIISUOY 9sodold suotun apes ‘UoNIROd ISII] ‘SO, £66] () suonrZIuEdIo [RUOHRUIMIU] 21B)S POUTEIDN
Jou () Ansiury Ul wied) eoruyda ], spolorg | SwofuQ | ‘waopes tepnowm)
JOU SPURWIAP ‘§3108pnq pue soFem Pasealoul 10J AN SIYITIL (6967 (0) stoyowa), | waly 10Ipng 1O} QUON TN UOTRINPY
‘spuny oreand yum pareijije uonendod Jo o401 2667 AV
-sassud
qwedessaifuo)) 03 pajussald [esodoid a1 payipow AYBLS (667
‘PaYeRId
WHOJaI AJLND3S [BID0S UO UOISSILILIOD JUIUILIaA0F JO dFURYD) 4661
suondo [{e $390[q () 101998 [uIOURUL ] /SSAUISNE uoyezijenden
ss218u00 *sjesodoid wuojal s;uasard uoisstunuod AedninIn 766/ (SN) stafeuriu puny 91LAL] [enpraIpur
*AjjEnuue asu 0 () suotupy 22100 JWOS 01 DAOW
spuawiked AJLnass [L190s parnbal JUSWPUSWER [PUONINNSUOY) 1686/ () s1ouoIsudg AANNIIXY omonnsey | duofuQ AILINDAG [RID0S
SIAPIOYSNE)S
MIU=GN ‘SIoULI0JII=Y ‘uonisoddo=Q POWIN BREINNC | wIoyy
ABojouoay) aiseq :PIAJOAU] SHUBTY eonijod | (ewonmmsuy | /ssadong

AVNnonAn




GRAHAM, GRINDLE, LORA, AND SEDDON

40

“pRiagyo

suoneziuedlo Yieay uni-Ajrumwuion iy Aed saySg oty £q 10A0 uom APPImb 210mM $IM00P 15O (an)
SSUONRZIUGEI0 ‘ANTedIdtUN GEY JIOYITI "AHUNUnRuon

01 POIIRISULE O¢ PINOM $20IN080 pur Jamod 1wy popidap owin,g

JUDPISDL IDIE UONRZI[BIIUDIDD

a1 esoddo 01 paAOLL NG (1811} 1B BLIOEAL [RnonEanpPa oy portoddns spisunods rdibrunw puw 108w 2y g ()

pritsi il unpeiuex tolue peeie s}
SOUT] UBd[IY) SUOLE PANIONIISAI ‘paulal {1 V) Wasks meald (4667
‘swsisAs amanid pue o1qnd uasmiag 201040 SI0M Fuimore
(L68ST "T°(1) Mu} WIojal mau sassed SINSIUTA JO [I0URQ)) 17667 22T () s1puoIsURG
10U SBM “pajudtua]diul 5q 01 PAINPIYDS ULIOJAL 1766/ A (()) suoIuIN SASINN puB  $10300(7 §Sd]
‘eaosdde jeuorssaafuon () suoIun SINIOM
21095 0] 1AW SIOWIOJDI ‘SAAIP JIA0 NBAI( 66 [ APN-UD[ () 101095 ssauIsngy 23uey)
BUONNIISHOAUR 2I8 $92100p fenudpissad (W) s1apeay (SSJI) | uonmmnsuoy)
IR UIR[D SOIRBNISAAUT [RUNQLEY, [BUONMINSUOD) (/667 Da(T [B100§ peplIndag op ourniag 0INIIsu] ,E\:zox szofeue ojeard
(7L *8TL T A) (SSAT) Waishs AILND0S [RID0S [RUOHRU () Ansmaiy sousnu,] 8oy DATOAUT ‘STUNOOOL
oY) Junys pur (JJS) wansks uoisuad aypaud 21810 10y $92190p (1) sauy pue AZ1aus Jo ANSIUIN ‘21007 JenpIAIPUT MBAID
:.::.%_55 P suidaq (GNS) Wasks uosuad Jo WOy 766/ (O uay y ‘ss215u00)) 02350y ouwy [enuapisald | Sulmnionnsay SOA :LILmoog [B100g
? STONBZTUEGI0 ::ro; DISBGTO 500 9667
sweidord ALSIuiy el piepur)s (31) s1adxo jruoneuIaiu]
ot s10aload Jopd /somunuos jeoop Meideiur oy idwane (w807 (L667 (¥) suoneziuedio jpuonRUINIUY
‘urdaq s1aaford jopid ‘pareard (%) (SN Q) SuOIUN 510100¢]/[ENPAN SINUNWWIOD
SPONIUIRIOD UOHEHSIUTIPE [I{8aY [BI0] 10 s1seq [1507] p66/] DV (SN) SN0 [807] [eaoneN o1 jawadeurw
uISoq SAIPNIS [ROMUYDD ], ip66/] U (Aovioneamgq Supmongsoy ZIRRUIIAP
WEN {BITUOD) $IILAID YIBAH JO INSIUN £66] BHp () ‘SIRIDOUYID] ) R{EIL] Jo ANSIUIA 1e20 MAN SOX B
PIUOPUTAE WIGTOY - F667
wiojax 03 uonisoddo
atgnd $ATENSUOWAP WINPUDIAJAI JRUCIMINSUOD) (6667 AON
‘uonuisuIupe eand pur
UWLI0}AT {BUONIBIND MO]]® 0] PAJIPOU UOTINIISUOY MIN I£66 ] YOI
DIIMSUL §SAITUO) MIN (L6647 Amnunp (Q) y2my)
‘AE] SOWOD0q ULIOJOT RUONEINDH (7667 2qiuana(] (O) epan
‘pasunouut ‘669 “T(d (O) uoun S1940va § afuey))
JO soul] SUOLR “WINNDLLIND PUL UOHLISIUTWPE JO W03 266/ 41 () (O ua) ‘SN speyi0 | uonmnsuo) wWasAs 19Yanoa
pasold s$213U0)) 17667 Jdy edidrumu *s10Aviy a1 R ] Juowaidun
UOEONPS 224) JO pud sivdy uosoddo () 1wap1salg 92199(] SAMIUNUWOD
‘s1amod jenuopisad Jo asnsiu sg usds ‘paeadal 669 1A 1T66] UOr () Ansiuny aourulj [EHUaPISAL] jRUonEN o) wowaSeurw
“5]00Y0s 30 Furpurny puv uvonrisiuiwpe ul uonedonied () uonwonps Jo AusiuIg ‘uonplsiga | Suumonnsay DZHENUIIAP
Ajrumuiuod 105 punoid (s sousarIse 669 1A 17667 MON (SN saanuwio))y [8007] pardwony B0 MON ON ‘uonranpsy
SIIPIOINEIS
MIV=GN “SIOULI0JII=Y ‘uontsoddo=Q POWIIIA 053 wojay
A3ojouoay) ansey IPIAJOAUT SINITY jeonyod | (ruopnynsuy

ndAad




41

IMPROVING THE ODDS

wWSAS

21IS DY UL PAAJOAUL SIDPTACId PUR SIOIDRIUOD D3 JOJ 9101 Ponunuod v Junmsus sni owaed snsowop
© OARY O SIOISDAUL [BUOBRUIDIUL paambas 1eys uoisiacad € papnioul a3esord vonezueand ruly ayy, ()

S T T S ST PSS USO8 50 PR UST F66 7966 T
“uarkopduwsun

FUISTT AM0]§ SULIOJOI [RUOTIZITOIUOD SOOI WONDIRINUL (§G6[ DT
*MB] 2LL0D2q

‘ssud anBoreip ut Podo[RAdpP SULIOIDI PAIIVIDS [CHG 1 AUN UL
su1doq uonenodasu ‘angowip arredun Jo AR MOU FE6T

1QIP DINPAT OF SUOIUN SUIMOJ[R MB] 50010A UDUDIN 17667 Bnp
sassed Junyg oseo 03 mup uy doIS IS 17667 JdY

‘uiede swfoq WI0Jel JOGR] IDA0 J1BqAP [ 66T HUW

passud spesodord mBl JO SUOISIOA PIUINRIM 1766 AJ405

' §5013U0)) 01 UdS

MU USPIDOY PUE MEe] JUWAO]dW] JO UOISIDA 18I 1066 ] Awnupp

Q) 9Anno%y

22100(}
[BTIUGPISAL]

pamey
210w Juny
ayew ‘Suturedivg

uorun apdiounid Jo UOTISIATP 16867 -(2GO120 (¥ Yeam) 10oqe] Jo ANSTuTy U030y DAIOB10D 1wy
“ULI0JD1 J0QR] JO BOPT  SIROY,, JOSIAPE § UIRDUAIN 696/ A0V () suonum 10qe~| edo] | Suumonusay ON OMIRN 10qeT]
LSS YT POTeTE 100
uoryium ¢ onqud ur ¢z ‘wasks aeand ur SIONI0M UOHINU 69 ‘8667
‘wsAs seard do ognd 9s500YDd SIANIOA (pEGT Iny-une
11q soaoadde 91vUdS (g6 1 LAquaIdas
SASNVYD [EIIUYIN) JUWIOS SIIDSULDL WDUDN '[119 §S
rwSuo oy Jo uoisiaa v saroxdde sonndaqq Jo 1quiey)) (£667 Ao
‘uidaq 01 WI0Iar 10§ UNPLSP JINI (€667 HUL
SOLIRIDLIUDG §§ PRI O3 Spuny
sapraoad yorgm ‘wonezieand Jq X seaordde sseaduo) 17547 1dag () s1puoIsUag
SOAJOAD [[Iq §S UIZDG SUOURIIOBIU $S2IZUO-DALINDDINY (766 AUnS () suotuny ‘sFuiaes orpqnd
AT YA JUDWUIIUIUOD U)ol udls (7667 PN (31) suonvziuedio [pUOTIRUIdIU} SIOS ‘sHUNoOdE
‘suonenodau uiof oy pasiAaw (31) 2ANN9XY Rhikklg] enpiaipul meand
SUOLEZIUBSIO (1101995 ‘sJojelsidor ‘sonted monijod awos 1766/ wor () 103008 IRIdURUI] /SS2UISTIY renuopisald DUIOS JO WAISAS
$330dx0 J0 $dnoid $OUdAU0D ANSIUIN IDURUL 17667 () s1adxs puonewIduy Uy aeqid-z o100
ADUaBIows JO 01ms,, Ul 5q 01 Ul PRIR[IIP S 19867 () eISITN doUTUL] [8o7 | Sunmuonasayl SOA 1AIIN02G [B100S
DRUBUOD jeaorddyy
SDAJISDI DDINOSDI PUR SILISNPUL JOYIO JO UOURZIICALY [§661 0667 () (SN ‘O) s1apiroxd 2ANRSIZD
SSIGUMO MIU O PAISATIAP THLN 0667 4290120 /810100300 ‘oY
piq 103 dnnd T LN (0667 U (Q) uotun siom auoydaga], amsg
somod 01 saapeaj uomsoddo 1y8no1q SUCNDAE UOULY (0667 AON () s10wuoIsnd duoydafaf, Jo mu] Aq Auedwod swoss[a
‘uonezneAld JO 21qRIDIIN PROUNOUUR WIUDN (6867 1428 (3) Anunuuos ssaursng | udArd szomod awls ozneand
WI0aY MW I0J MR 16967 () 2AnNDIXY TRIUAPISDEG | Fuumonnsay SN JONVZIIRALLY
SAIPIOYINEIS MIU=GN
‘sadunaojai=y ‘nonisoddo=Q PoOUIIA FRSITc |
ABojouoay)) dsvy IPIAJOAU] SIUITY eaniodg ruonnIRSUY LSsadong WA0)Y

VNLLNADHV




42 GRAHAM, GRINDLE, LORA, AND SEDDON

Bibliography

Ames, Barry. 1987. Political Survival: Politicans and Public Policy in Latin
America. Berkeley: UC Press.

Bates, Robert. 1990. “Institutions as Investments,” Papers in International
Political Economy. Working paper 133. Durham, NC: Duke
University Program in Political Economy:.

Borner Silvio, Brunetti, A., and Weder, B., eds. 1995. Political Credibility
and Economic Development. New York: St. Martin’s Press.

Burki, Shahid J. and Perry, Guillermo. 1998. Institutions Matter. Washing-
ton, DC: World Bank (Prepublication Edition).

and Edwards, Sebastian.1996. Dismantling the Populist State: The
Unfinished Revolution in Latin America and the Caribbean. Wash-
ington, D.C.: World Bank.

Easterly, William, Loayza, N., and Montiel, P. 1997. “Has Latin America’s
Post-Reform Growth Been Disappointing?” World Bank Policy
Research Working Paper 1708. Washington, DC: World Bank.

Economist. 1996. “The Backlash in Latin America: Gestures Against Re-
form,” The Economist, 30 November.

Filgueira, Fernando and Moraes, Juan Andrés. 1999. “Political Environments,
Sector-Specific Configurations and Strategic Devices: Understanding
Institutional Reform in Uruguay.” Office of the Chief Economist
Working Paper R-351. Washington, DC: Inter-American
Development Bank.

Frischtak, Leila, and Atiyas, Izak. eds. 1996. Governance, Leadership, and
Communication: Building Constituencies for Economic Reform.

Washington D.C.: The World Bank.

Geddes, Barbara. 1994. Politician’s Dilemma. Berkeley: UC Press.



IMPROVING THE ODDS 43

1995. “The Politics of Economic Liberalization,” Latin American
Research Review 30(2), pp. 195.

Gerchunoft, Pablo and Torre, Juan Carlos. 1999. “La economia politica de
las reformas institucionales en Argentina. Los casos de la politica
de privatizacion de ENTEL, la reforma de la seguridad social, y la
reforma laboral.” Office of the Chief Economist Working Paper R-
349. Washington, DC: Inter-American Development Bank.

Graham, Carol. 1998. Private Markets for Public Goods. Washington, DC:
Brookings Institution.

and Naim, Moises. 1998. “The Political Economy of Institutional
Reform,” in Nancy Birdsall, Carol Graham, and Richard Sabot,
eds., Beyond Tradeoffs: Market Reforms and Equitable Growth in
Latin America. Washington, D.C.: The Brookings Institution and
the Inter-American Development Bank.

Gray-Molina, George, Pérez de Rada, E., and Yafiez, E.1999. “La Economia
Politica de Reformas Institucionales en Bolivia.” Office of the Chief
Economist. Working Paper R-350. Washington, DC: Inter-Ameri-
can Development Bank.

Grindle, Merilee. 1996. Challenging the State: Crisis and Innovation in
Latin America and Africa. New York, NY: Cambridge University
Press.

.and Thomas. 1991. Public Choices and Policy Change. The Politi-
cal Economy of Reform in Developing Countries. Baltimore MD:
Johns Hopkins University Press.

Inter-American Development Bank. 1996. Economic and Social Progress
in Latin America. 1996 Report, Part Two. Washington, D.C.: In-
ter-American Development Bank.

. 1997, Economic and Social Progress in Latin America. 1997 Re-
port, Part Two. Washington, D.C.: Inter-American Development
Bank.



44 GRAHAM, GRINDLE, LORA, AND SEDDON

Knack, Stephen and Keefer, Philip.1995. “Institutions and Economic Per-
formance: Cross-Country Tests Using Alternative Institutional
Measures,” Economics and Politics, 7(3), pp.207-27.

. 1997a. “Why Don’t Poor Countries Catch Up? A Cross-National
Test of an Institutional Explanation,” Economic Inquiry, 35, (July),
pp. 560-602.

. 1997b. “Does Social Capital Have an Economic Payoft? A Cross-
Country Investigation,” Quarterly Journal of Economics, 112 (No-
vember), pp. 1251-88.

Krueger, Anne O. 1992. Economic Policy Reform in Developing Countries:
The Kuznets Memorial Lectures at the Economic Growth Center.
Yale University. Cambridge and Oxford: Blackwell.

La Porta, R., Lopez de Silanez, F., Shleifer, A., and Vishny, R.W. 1997.
“Trust in Large Organizations,” AEA Papers and Proceedings, 87(2)
333-38.

Libecap, Gary. 1978. “Economic Variables and the Development of the Law:
The Case of Western Mineral Rights,” Journal of Economic History
38(2), June, pp. 338-62.

Lora, Eduardo. 1997. “What Makes Reforms Likely? Timing and Sequenc-
ing of Structural Reforms in Latin America,” Inter-American De-
velopment Bank. Mimeographed document.

Lora, Eduardo and Barrera, Felipe. 1997. “A Decade of Structural Reforms
in Latin America: Growth, Productivity, and Investment Are Not
What They Used to Be.” Office of the Chief Economist Working
Paper 350. Washington, DC: Inter-American Development Bank.

Lora, Eduardo, and Londofio, Juan Luis. 1998. “Structural Reforms and
Equity,” in Nancy Birdsall, Carol Graham, and Richard Sabot, eds.
1998. Beyond Tradeoffs: Market Reforms and Equitable Growth
in Latin America. Washington, D.C.: The Brookings Institution and
Inter-American Development Bank.



IMPROVING THE ODDS 45

Naim, Moises. 1995. “Latin America’s Journey to the Market: From Mac-
roeconomic Shocks to Institutional Therapy.” International Center
for Economic Growth Discussion Papers, No.62.

North, Douglas. 1995. “New Institutional Economics and Third-World
Growth,” in Harris, J., Hunter, J. L., and Colin, M. eds. The New
Institutional Economics and Third World Development. London
and New York: Routledge.

. 1993, “Institutional Change: A Framework of Analysis,” in Sjostrand,
Sven-Erik, ed. Institutional Change: Theory and Empirical Find-
ings. Armonk, N.Y. and London: Sharpe.

- 1990. Institutions, Institutional Change, and Economic Performance.
Cambridge: Cambridge University Press.

Ortiz de Zevallos, G., Eyzaguirre, H., Palacios, R.M., and Pollarolo, P.1999.
“La economia politica de las reformas institucionales en el Pert:
Los casos de educacidn, salud, y pensiones.” Office of the Chief
Economist Working Paper R-348. Washington, DC: Inter-American
Development Bank.

Parker, S., Sachs, J., and Woo, W.T. eds. 1997. Economies in Transition:
Comparing Asia and Eastern Europe. Cambridge, MA: MIT Press.

Shugart, Matthew and Haggard, Stephan. 1998. “Institutions and Public
Policy in Presidential Systems”, UCSD. Mimeograph.

Tendler, Judith. 1997. Good Government in the Tropics. Baltimore MD:
Johns Hopkins University Press.

Tommasi, Mariano and Velasco, Andrés. 1996. “Where Are We in the Political
Economy of Reform,” Journal of Policy Reform 1, 187-238.






