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Introduction

State Reform has become the main topic on the world's politica agenda. This process dates
from the late saventies, with the onset of the criss in the State modd, which had been created by
developed countries during the postwar and set off an unprecedented era of capitaist prosperity.
The firg response to the criss was a neo-libera-conservative reaction. Given the pressng need to
reform the State, reetablish fiscd baance and the balance of payment of countries in crigs, it
was felt advissble to smply propose State downsizing and totd market predominance. The
proposa, however, made little sense from the economic and political point of view. In fact, after
some time, it was determined that rather than dismantling the State structure, the solution would
liein its recondruction.

The object is to build a State that will be able to face the chdlenges of the post-indudtria
age. A State for the XXIg century, which will guarantee the performance of economic contracts,
while dso having the strength to guarantee socid rights and competitiveness of each country on
the internationd scene. Thus, a third way is being sought between neo-liberd laissez-faire and
the former socid- bureaucratic modd of date intervention.

Building a new type of State is dso the mgor consderation in Latin America However, in
addition to the global reform context, substantial Latin American idiosyncrases exis. Fird, the
gtuation in which these countries found themselves upon the outbresk of the criss was much
more serious than in the developed world. Not only did these countries face a serious fiscd crisis,
but their previous economic development mode (import-subgtitution) had aso proved itsef
ineffective. Moreover, externa indebtedness became chronic in practicdly the entire continent. A
falure to solve these dructura problems led, in most Latin American nations, to stagnation and
high inflation throughout the eighties.

Faced with this scenario, the first generation of reform prioritized the financid scope of the
State crigs. Thus, market-oriented reform, above al opening up to trade and fiscad adjustment,
were the principd measures implemented in the eghties. In most cases, the mgor success of this
firg round of reform lay in the atempt to dabilize the economy vis-a-vis the threst of
hyperinflation.

An examination of these fird reforms shows that dructurd adjusment, whose ultimate
objective was State downszing, falled to resolve the set of basic problems faced by Latin
American countries. For this reason, a second generation of reforms is in the making, amed at
resructuring the State. It is currently a recognized fact that the State continues to be a
fundamental indrument for economic, politicd and socid development in any country. It may,
however, have to be implemented differently from the nationd-development pattern adopted in
mogt of Latin America and from the socid-bureaucratic modd that prevailed in the developed
world during the post-war.

In the process of rebuilding the Latin American State, the grestest chdlenge lies in
rendering changing world trends competible with the region's specificities. In regard to structurd
changes amed a having world impact, Lain America must be prepared to face internationa
economic competition that has accompanied globdization. The State will need to replace its
former protectionist policies with measures that will make enterprises more competitive in the
new internationa economic environment. To achieve this, a sound foreign trade policy will be
needed, amed a enhancing the countries participation in world trade flows. Likewise, public
and private funding should be drategicdly channeded to programs in the areas of education and
science and technology.

Another sructurd trend points to the changing role of the State in the economic and
socid sectors. State action should be aimed primarily at socid areas ha will guarantee universa



hedth and education services, and a the promotion of economic development, creating
insruments to guarantee microeconomic conditions that will attract private invetment and foster
sysemic competitiveness in the country, through sound policies in science and technology and
foreign trade sectors. As concerns the form of intervention, however, implementation of any
mgor changein the role of the State will have to occur in the economic and the political spheres.

In economic terms, rather than intervening directly as a producer, the State should
concentrate on regulatory activities. Privatizetion and the establishment of regulatory agencies
will be a part of this process. Additionally, the State should develop its drategic capacity for joint
action with the private sector and univerdties in order to creste an agppropriate environment for
increasing competitiveness among enterprises * . It should be noted that the State should aso act
to ensure that the new development cycles and increasing productivity are virtuos in respect to
the use of naturad resources, the increase in the technological base and income didtribution. This
will dlow for the vicious cycle of “poverty-making growth” that was characterigic of Latin
Americain the past to be broken.

In the socid areg, the role of the State in formulaing and financing public policy should be
srengthened. To this end, it will be essentid to develop the capacity of governments to act as a
cadyd in dtracting to communities, enterprises or to the Third Sector parties that will share in
the responghility for implementing public works, paticularly in hedth and basic educaion. In
the Latin American case, however, there is a first caveat: it will be necessary to retain direct state
intervention in the event that minimum socid conditions are lacking for sharing ectivities with
society. Consequently, Stuations in which services may be provided by more than one supplier
and/or by public nondad entities must be disinguished from those in which the state structure
isthe only supplier able to guarantee uniform, uninterrupted implementation of public policy.

These dructurd changes, among others, can only be made vidble in Latin America when
State Reform projects take into consderation three specific mgor problems in the region: the
consolidation of democracy, the necedty of resuming economic growth and reduction of socid
inequalities. To a great extent, it is by virtue of these three specificities that State Reform in Latin
America mugt teke on new horizons entirdy different from the previous, merdy financid and
technocratic perspectives.

Redemocrdization is an important aspect of State Reform in Lain America, above al
because it has an impact on the dynamics and pace of the process. Many of the reforms are
dependent upon the edtablishment of new inditutions, conditutional changes or profound
modifications in the adminidraive sysem. This will affect the status quo of various groups,
some of which have been entrenched for decades in the state dructure. This dilemma will be
epecidly evident when the trangtion is made from the first generation of reform, carried out by
a smdl group of bureaucrats and technocrats isolated within the State, to the next generation,
which will require the attainment of democratic coditions to sustain the State Reform process.

The new dage of reform must be approved by politicd sysems which arose towards the
end of the authoritarian cycle but which were modsly undble to immediaely consolidate
democracy. The fact is that Lain American palitics is gill marked by a combination of wesk
parties, patronage, corporaivisn and persondity leadership. Notwithstanding this, the lessons
learned in Latin American countries with respect to the nefarious nature of dictatorid regimes
gives drength to the notion that it will not suffice to gpprove State Reforms. They must be
implemented in a democrdic context, ether by improving exiging politica inditutions or by
creeting new ones.

It is true that democratic demands have increased enormoudy among the population. This
was clearly demondrated by the politica decentrdization process that took place in several Latin



American countries. A 1997 World Bank Report states that at present, some hirteen thousand
locd governments in the region dect their own leaders, as compared to three thousand in the late
saventies 2. Despite this, it is essentid to strengthen the democratic forms of State/society
relations, increasing accountability on the pat of the sysem. This is a means for preparing
citizensto control public activities, while dso making them more efficient and of higher qudity.

Besdes democrdization, Lain American State Reform is affected by questions relaing to
economic development and socid inequdities. The State structure must not only put in place the
conditions for sudainable economic deveopment, but aso guarantee the financid and
adminidrative resources necessary for reducing poverty and the serious socid inequdities that
exig in the region. In regard to the latter, it should be remembered that one out of every three
Latin Americans are living in poverty and that the level of inequdities in fifteen of the seventeen
Latin American countries is greater than would be expected, given the degree of development
achieved in these nations .

If the ongoing State Reform project does not resolve these specific Latin American
problems, it will lose socid legitimacy in the short term. The reforms implemented thus far have
solved only the matter of economic dabilizetion. Development has not been firmly resumed,
income concentration has not been reverted and democracy has yet to become consolidated.

In this context, the Latin American Center of Adminigration for Development (CLAD),
whose misson it is to cooperate with the dissemination and discusson of ideas and practices
regarding State Reform, particularly the Public Adminidration, has a drategic role to fulfil: the
promotion of managerid reform in the Latin American State. This is because Managerid Reform
of the Adminigration, which is underway in a growing number of countries, offers a better
response to the economic, socia and political challenges faced in Latin America

1.- Rebuilding the State and Recovering its Gover nance

Rebuilding State capacity is an essentid condition for enabling Lain American countries
to ded successfully with problems of redemocratization, economic development and digtribution
of wedth. In this context, implementation of Managerid Reform is essentid for improving the
governance of the State and for enhancing democratic gobernability in the politica system.

Managerid Reform is undeway in the public adminidration of severd countries, as
shown in different comparative studies * . Nowithstanding the common characteristics of reform
experiences, there is no unequivocad meaning or dngle organizationd paradigm to guide dl
nations °. Consequently, this document attempts to define Manageriad Reform as it best adapts to
the redlity and needs of Latin American countries.

The managerid modd tekes its ingpiration from organizationd changes that have occurred
in the private sector, where the bureaucratic pyramidd forms of adminigtration have been
modified by making management more flexible diminisching hierarchica levels and incressng
the autonomous decison-making power of managers, thus, the name managerid. These changes
led from a dructure based on centrdized rules to one that is sustaned by responshbility of
adminigrators and endorsed by effective results. This new modd attempts to respond more
quickly to the mgor changes in the economic and contemporary societal environments.

Despite the fact that it took its ingpiration from the private sohere, the managerid modd
should inescapably adapt to the politicdl democratic context in which the public sector is inserted.
The gpecificity of governmenta organization is derived, firdly, from the mativation behind it:
enterprises seek profits, public managers mugt act in the public interest. It is true that politicians
ae dso guided by the desre for redection and bureaucrats may be captured by economic
interests. But the need to pass democratic scrutiny makes the action of politicians and bureaucrats



subject to public control. This control may be found in representative democracy arrangements or
in direct democracy mechanisms or, as has more recently been observed, in citizen participation
in public policy evduation, al of which are typicd forms of the managerid modd. This type of
democratic control has no pardld in private organizations.

Another difference between the public sector and the private sector may be found in the
decison-making process. In the private sector, the number of participants is redtricted and there is
greater capacity for faster decison-making. The government, on the other hand, takes decisons
according to democratic procedures, which involves a greater number of actors and greater delays
in decisonrmaking, owing above dl to the fact that such a sysem assumes mutua control among
the branches of power and scrutinity by the oppostion. Lastly, the legitimacy of an enterprise is
the result of its survivd in a compdtitive market, while governments must be democraticaly
legitimized.

In sum, it has well been said, “The government may not be an enterprise, but it can become
more enterprisng” ©, that is it can become more responsive and flexible vis-a-vis the mgor
environmenta changes that are affecting dl organizations.

In countries where Managerial Reform has been underteken, it assumes, completes and
modifies the firs sweeping reform of the modern State, the weberian bureaucratic reform, which
indituted a professond, merit-based cvil sarvice, an essentid condition if the managerid public
adminigration is to replace the bureaucrdic public adminigration. Here lies Latin American
specificity, as well as the chdlenge. Despite the fact that important centers of excellence and
meit-based rules were established in the civil service of severad Latin American countries, no
country in the region completdly set up a weberian bureaucratic modd dong the lines of the
developed nations. These bureaucratic public adminigtration spaces coexisted with persstent
patrimonidism in various sectors and with the higher-levd podtions being designated through
patronage, which often made it impossble to professondise the upper echdons of the
bureaucracy. For this reason, the chdlenge of implementing Managerid State Reform in Latin
Americais much grester than in Europe or the United States.

Faced with this chdlenge, some fed that it will not be possble to implement Managerid
State Reform until al phases of the weberian bureaucratic model have run ther course. This is in
fact a sequentid view of the public adminigration, to which CLAD puts forward two objections.
First, developed countries did not follow a single pah or a homogeneus inditutiond formula to
arive a bureaucratic adminidration in developed countries. A cdasscd sudy shows, for
example, that the United States, Japan, Great Britain and France followed quite different routes to
achieve weberian bureaucratic modd /. Thus, there is no specdific recipe for achieving a
professond civil service that, if not fully adhered to, could cause the modd to fail.

This sequentid or evolutionist view of the public adminigration contains ill another error.
It does not percelve the problems generated by the organizationad paradigm contained in the
weberian bureaucratic modd, nor its inadequacies for current redity. The bureaucratic public
adminigration did not account for the problem of efficiency. As a result of the decressing
resources avalable to governments, it became fundamentd to increase adminidrative efficiency.
This question is even more important in Latin America, where the State is poorer, society is more
unequa and consequently, optimizing the resources used in socid policiesis essentid.

Furthermore, the bureaucratic public administration became a sdf-referred organizatiord
model. The weberian bureaucratic mode was a fundamenta instrument for advocating and
guaranteeing the functioning of the firs two modern waves of democracy, in 1870 and in the
wake of World War 1l. Since the late seventies, however, this mode no longer responded to the
new demands for democrdizing the civil sarvice, particularly those that emerged a locd levd.



At the time, the public administration was guided by presumably universd rules and regulations,
rather than by citizen expectations. The sdf-referred bureaucratic structure became more rigid
and it logt the capacity to accompany the profound environmental changes observed since the
onset of the Third Indudtrid Revolution.

To summaize, efficency, democratization of the civil service and rendering the
organizetion flexible are basc ingredients for modernization of the public sector, but they were
not teken into condderation by the organizationd paradigm of the bureaucratic public
adminigration. Neverthdess, it should be noted that the criticiam in this case focuses on the
bureaucratic organizationd modd and not on the idea of professondizaion of civil servants,
which is a centrad notion of weberian bureaucratic modd. One of the man eements of
Managerid Reform is the professordization of the bureaucracy that holds postions in the
nucleus of State centrd activities, this assumes a merit-based system such as is advocated by the
weberian moddl. CLAD's proposd is that, above dl, a drategic core should be congtituted within
the State gpparatus, with the capacity for public policy-formulation and for regulatory activities
and the control of public service supplies. In this State sector, the existence of qudified civil
savants who ae trained on an ongoing bass, protected againgt political interference, well
remunerated and motivated is essentid. This is a sine qua non condition for implementing the
managerid modd.

Consequently, Managerid State Reform in Lain America requires fird of dl the full
implementation of the weberian modd of drengthening a drategic core occupied by a
professond bureaucracy. However, it dso requires modification of the organizationa paradigm
contained in the weberian modd because the later can no longer respond to the dilemmas of
contemporary public adminigration. To this end, changes should be aimed at the following:

ad Achieving flexibility in the organizations in order to make governments more
responsive;

b) Egablishing a network of more democratic relaions between the provison of public
sarvices and citizens/consumers,

c) Implementing a contractuad and competitive model for State action, based on which
policy efficiency and effectiveness may be enhanced.

Thus, Managerid Reform contains an essentid eement of weberian bureaucratic modd -
professondization and it modifies other elements in order to rebuild the State Structure to meet
the chdlenges of the XXIg century a world levd, as wdl as those pertaining specificdly to
Latin American countries.

Managerid Reform effects a dructurd change in the State gpparatus and should not be
confused with the mere implementation of new management forms such as tota qudity. It
changes the indtitutiond incentives of the sysem in such a way as to trandform the more generd
bureaucratic rules. This would alow public administrators to adopt more adegquate management
drategies and techniques.

Implementation of a inditutional reform, however, does not imply the cregtion of an
extensve and detaled st of lega rules. This has been the Latin American — indeed, Iberian
American — tradition. Its results have been unfortunate, with an extremedy rigid Adminidrative
Lav that hinders flexibility of the Public Adminigraion, which is a mgor requiste of
Manageriad State Reform. Likewise, the adminidrative formdism exising in Latin America has
sarved to “legdly contaminate’, which could lead to the prevadence of informdity and a red
bureaucratic behavior that is not in line with the edablished legd universe Thus, the
establishment of administrative mafias or generdized inefficiency would be alowed 8.

The success of inditutiond changes amed a imposng the managerid modd will hinge,



fird, on the formulation of clear, generd rules to modify the incentives for actors to act. This
would be tantamount to a new contract between paliticians, civil servants and society. Reforms
would have to be continuoudy applied and monitored and, with respect to the bureaucracy, a new
adminigrative culture would have to be edablished. Thus, trandorming the rules and the
adminigrative culture are part of the same process.

CLAD assumes that rebuilding the public adminidration through Managerid Reform will
leed to improved State governance, understood as the capacity of the State to implement,
efficiently and effectivdly, the decisons taken a politicd level. What would seem obvious is
actudly not so: the projects formulated by severd Latin American governments were correct. But
they lacked — and continue to lack — the capacity to implement them.

In order to achieve sound governance, the State must be set right in the fiscd and financid
planes and it must be rendered competent in the adminidrative sphere. Such adminidtrative
competence will be derived from the appropriste implementation of the manageriad modd,
supported by a srategic core composed of a technically capable and motivated bureaucratic dite
. Only by improving their capacity to govern may the State apparatus help balance the three
maor Latin American concerns, which might as well be repeated here: the consolidation of
democracy, economic development and better distribution of wedlth.

Moreover, Managerid Reform of the State will have a direct impact on one of these mgor
Latin American concerns, the consolidation of democracy. To the extent that the managerid
mode undertakes to strengthen the democratic mechanisms of accountability and trangparency in
the public adminigration, it will have an important role to play in improving democratic
governability. Consequently, CLAD feds that it is a matter not only of cregting a more effective
and efficient State; it is essentia to establish atruly democratic Statein Latin America *°.

2.- Characteristicsand Objectives of Managerial Reform

Managerid Reform ensures the necessay mechanisms for increesing effectiveness and
efficiency of public adminigration, besdes crestes new conditions that dlow for a more
democratic State/society relationship. The main characterigtics of this adminigrative modd are as
follows

a) Professondization of the upper echelons of the bureaucracy marks the gtarting point for
Managerid Reform. To this end, a dtrategic core should be formed within the State, composed of
a technicdly traned and motivated bureaucratic dite, which will be criticd for policy-making,
supervison and regulation. This bureaucratic dite will aso have to develop its negotiaion
cgpabilities and accountability before the politicd sysem. This will clearly differentiate it from
the technocracy dructured by authoritarian Lain American regimes who bdieved in their
superior knowledge and practice in reation to the behavior of the palitica dass, which they
pointed to as opportunistic and irrationa from the technical point of view. It is true that paironage
and the politization of high-ranking Latin American buresucrats must be pared down, but this
must not be achieved by keeping civil servants from carrying out the necessary democratic
supervison of paliticians and society.

Regarding internationd  experience with reform and the role of the high-ranking
bureaucracy, two lessons deserve mention. The firgst is that a radica separation of the technica
dimension on the one hand and the political dimenson on the other cannot be achieved. Quite the
contrary, the increased complexity of date activity forces politicians to draw up their dSrategies
on the basis of technicd components. In turn, the bureaucracy needs to adjust its action on the
bass of politicd criteria, which are decisve in determining priorities in a democratic regime. In
this regard, a comparative study of seven countries (United States, Great Britain, France,



Germany, Itdy, Holland and Sweden) showed that high-ranking public officids are becoming
policymekers. That is to say, they must combine ther specidized knowledge with politica
respongibility **.

For a bureaucratic pattern of policymaker to become consolidated in Latin America it is
essentid that the high-level bureaucracy must become more stable and patronage must diminish,
without, however, leading to the isolation of society. This could have ddeterious results, such as
a heightened corporatism in favor of the status quo, the lack of accountability towards citizens
and even incentives for authoritarian behavior.

The second lesson is that the support and mobilization of high-level bureaucracies are key
to the Managerid Reform process within the State. CLAD firmly believes that the main role of
this bureaucracy lies not only in launching change but aove dl in continuous action to transform
the current Sructures of Latin American public adminigrations. For this reason, it proposes that
high-level bureaucrats should be organized by State corps or careers that should enjoy greater
autonomy, abeit mindful of the need for political responsability.

It is true that the degree of professondization in the public adminigration will not be the
same for dl cvil sarvants. World trends in manageriad reform indicate that Latin America cannot
adopt a dngle patern for its legd sysem or contracting and treat al bureaucrats the same in
teems of rights and duties. In fact, pat of their public activity could be caried out by
professonds who are not necessxrily civil servants. Certain auxiliay or support duties to the
States hard core may generaly be outsourced, from the smplest, such as cleaning, to the most
complex, such as information services. Notwithstanding this, active policies will have therr place,
giving dignity and vaue to those in public functions and demanding observance of drict codes of
ethicsin exchange.

b) The public adminigration should be transparent and its administrators should be
democratically accountable before society. This is so because professondization of the
bureaucracy does not make it totaly immune impervious to corruption, which is a world
phenomenon that has spread far too much in Latin America Several comparative sudies, for
example, the 1997 World Bank Report, are unanimous in that direct action is needed on the
policy/adminigration relationship, the government machinery must become less politicad and
decison-making more trangparent, while invesments are necessary to drengthen the ethica and
wage patterns of civil servants.

In imposng grester autonomy and more accountability upon public managers, the
Managerid Public Adminidration is becoming a fundamentad instrument to protect the public
patrimony and republican principles.

C) Decentrdisation of public service provison is an essentiad step on the path to manageria
State modernisation in Lain America. Frgt of dl, any functions that may be carried out by sub-
nationa governments, which were previoudy centralised, should now be decentrdised. This
measure seeks to obtain not only improved efficiency and effectiveness, but aso enhances
dtizens supervison and control of public policy. CLAD opts for decentrdisation, but advises
agang the pogtion whereby, dways and in al cases, the decentralisng process is consdered to
be the only means for resolving the problems of public adminigration. The reason for this is that
the relaionship between centrdisation and decentrdisation is not a dichotomy; they complement
esch other. The Centrd Government will continue to play a dtrategic role in guarantesing equity,
above dl in countries faced with mgor regiond socioeconomic imbaances, financing partly the
provison of public services. Decentrdisation implemented without a counterpat in less
privileged aess tends to reproduce exising socid inequdities, thus sustaining the historical
pattern of perverse development that prevailsin Latin America



In naions lacking a locad adminidrative tradition, the decentrdisation process should
initidly be accompanied by technica support from the Centrd Government. In most countries in
the region, the building of a national bureaucracy has been completed in one form or another;
however, in the sub-naiond sphere, much has yet to be done. This measure should serve to
encourage loca governments to adopt policies based in management principles, seeking to avoid
the retun to the buresucratic centrdism tha was higoricaly characterisic of regiona
adminigrations.

Managerid State Reform will be more successful in the sub-national sphere as political and
inditutiond reforms advance, aove dl considering that loca Lain American bureaucracies have
been the privileged locus of parrimonidism. Thus for the potentid democratisation of Public
Power/citizen relations, contained in the managerid mode, to be fully redised, there must be a
changein political classbureaucracy/civil society relaions at locd leve.

Mention should be made, moreover, of the fact that the decentrdisation process in Latin
America has been characterised by heightened competition for resources among different
government levels, often leading to predatory inter-governmenta relations The main reults of
this process have been growing indebtedness of sub-naiona governments in some countries in
the region and a worsening of the fiscd war for investments both of which phenomena
producing harmful consequences for the nationd governments. It has wedl been argued that
beyond a drict definition of what each level of government should do, the important thing is to
establish cooperation mechanisms among them *2,

For these reasons, CLAD firmly supports decentralisation, provided that this process is
accompanied by continuing the execution of essentid tasks on the pat of Centrad Governments,
linking managerid reforms to politicd and inditutiona reform in the locd sphere and creating
cooperation incentives among government levels.

d) As to activities that pertan exclusvely to the State and reman within the Centrad
Government, the adminidration should be based in organisationd deconcentration. Centra
bodies should ddegate implementation of functions to decentrdised agencies. The principle
behind this change is the bdief that there should be a functiond separation between policy-
making structures and the decentrdised and autonomous units that provide the services. Thus, the
public administration should be guided by the results obtained by autonomous agencies.

€) The Managerid Public Adminigration works on the bads of controlling results, which is
quite the oppodte of the step by step control of rules and procedures, as formerly done in the
weberian bureaucratic modd*®. In the Latin American case, however, State rules and procedures
will have to recelve yet specid dtention on account of the higtoricdly fragility of the Rule of
Law. Even more so than in Europe and the United States, Stat€'s authorities in our continent
should guarantee juridical security, adminidrative impartidity and judicid accountability of
authorities and civil servants. These are essentid  conditions for establishing efficient markets and
democratising public spaces .

This does not mean tha thee exids an antinomy between manageridism and the
predominance of rules and procedures in exclusve niches of Staté's authority. Quite the contrary,
these logics must be combined and the space pertaining to each should be clearly defined. In the
case of managerid logic, it is fundamental to the internd organisation of public agencies marked
by beaurocratism, in regard to their relationship and above dl, to the provision of public services.

In these spaces, Managerid Reform modifies the assumptions that guided bureaucratic
adminigration throughout this century and which can no longer respond to current problems.
With a posteriori control of results, the predominant assumption is the limited trust, rather than
total distrust towards civil servants. The former weberian modd attempted to closdy waich the



decisons taken by the bureaucracy in order to avoid corruption and adminigrative inefficiency.
But results left much to be desred, as demongrated by Michd Crozier in the early Sxties, when
he sudied the French bureaucracy °. Crozier concluded that the more regulations that were
created, the more the public sector was taken over by informa power; control over the decision+
making process was logt and the functioning of the system became moreirrationd.

Adminigration based on a posteriori control of results adso forces the organisation to
clearly define its objectives, the subgantid agpects of the latter are andysed, rather than
consgdering them as adminidtrative processes. Thus, evauaion of the bureaucracy is based
predominantly on whether or not gods are achieved, ingead of judging whether rules, which in
many cases are sdf-referred, have been followed.

Evaduation of bureaucratic performance serves not only to establish whether or not goas
were met. Managerid public adminigtration uses a posteriori control of results as a technicd
ingrument capable of making organisations learn from their mistakes in order to prepare their
drategies for the future. This has been referred to as the principle of organisationd learning,
which is essentid in order that management by objectives should consst in more than a mere
form of sanctioning or of pointing to those responsible for the inadequete performance of public
agencies, it should succeed in developing the capaaty to learn from past peformance and
continuoudy improve the rendering of public services 1

However, the definition of objectives is not enough to evduate the results obtained by the
bureaucracy and to place it in a process of continuous organisational learning. Three other
mechanisms, essentia to this process, must dso be present

The firs of these is the establishment of a contractud modd between the centrd agency
and decentrdised agencies. This is known as the management contract, which is sustained by
quantitative goas that are defined a priori and evauated later. This management contract should
adso define what must be done after evaudion in the way of sanctions, rewards or other means
for correcting erors. In sum, a management contract is an indrument that alows for a more
rigourous edimate of efficiency, efficacy and effectiveness, such as increased trangparency in
public adminidration, as society knows in advance what the objectives of each agency are its
results and what it could be done to correct its faulty performance.

A good definition of organisationd objectives dso depends on a modification of the rigid
hierarchy that characterised weberian bureaucratic model. This is s0 because it is important to
make civil sarvants responsble for gods, aware of ther organisation’s misson and the best way
to achieve this is by empowering and deegaiing autonomy to managers. This mechanism
changes the form of management and organisation culture of the members of the bureaucracy,
who may even fed more motivated by a sysem where individua decison-making and
repongbility are heightened vis-a-vis their public agency. It is assumed that motivation on the
pat of dvil savants will only increese if ther new insation in the Managerid Public
Adminigration is compared with the role they played in the weberian bureaucratic modd in
which they were only spokes in a whed that worked according to rules never fully clear to those
who carried out the tasks.

Lagtly, results-based public adminidration will require heavy invesments in ingditutions
building and training qudified personnd in order to dlow for both organisationd and individud
performance evaduation. This is a key aspect of State Managerid Reform. In this regard, CLAD
believes that Latin American States will be required to establish sound performance evauation
gysems in the next few years if they truly wish to transform the current structures of the public
adminigration.

f) The greater managerid autonomy granted to agencies and ther managers should be



complemented by new forms of control. In the more basic aspects, control ceases to be
predominantly the bureaucratic control that sought to determine whether al procedures were
being correctly adhered to; now, it will concern itsdf with the progress made in policy efficiency
and effectiveness. In Manageriad State Reform, control, which previoudy was exercised only by
adminigrators and the internal and externd dructures of control, is now, addiciondy, a
combination of four types of control:

— Contral of results, based on peformance indicators sipulated precisgly in management
contracts.

— Cogt accounting control, which encompasses not only the control of expenditures, but
dso the discovery of more economic and efficient ways to enforce public policy. The
development of this ability was desgnated in the British adminidrative reform as the incluson of
“cod awareness’ in the civil sarvice This has led to cvil sarvants beginning to vaue the
appropriate use of public funds and thus to have greater respect for the tax-paying population *”.

— Control by administrated competition or quas-markets, in which the various agencies
seek to provide the best sarvice to users. Such competition may lead to improved efficiency and
effectiveness in the sysem in view of the fact that competition causes more rationa use of
resources and that there is a tendency to increase the range of services available to citizens.

— Ladly, socid control whereby citizens evduate public services or participate in their
management. Socid contral is a key insrument for handling the complex reationship between
citizens and their agents, politicians and bureaucrats. Obvioudy, the control over the bureaucracy
exercised by politicians is essentid in a representative democracy, but it is surdy not the only
control that ensures supply of the information the populaion needs to evduate the public nature
of State actions. It has been demondtrated that the control of the population over the bureaucracy
— of the “fire darm” variety — guarantees the maximisation of the relaion between the principa
(atizens) and their governmentad agents. The cogt of information is lower in this case than that
%ertaining to politician/bureaucrat relations and there are greater immediate benefits for society

But socid control will only produce these benfits if it is based on sound inditutiona
mechanisns 1°. Consequently, Managerid State Reform should creste indtitutions that  will
edablish incentives for the population to control Public Power. Experiences of this type have
occurred in various parts of the world. For example, parents who co-manage schools, citizens
who evduate medical services creation of ombudsmen who ae desgnaed to hear the
populaion’s complaints regarding the quaity of public policy and members of the community
who are agppointed to the councils of directors or as supervisors of a wide range of public
organisations.

In addition to these controls related to the Managerid State Reform modd, judicia control
must be reinforced to ded with unlawful actions and to guarantee uniform trestment to citizens.
This quedtion is extremdy important in Latin America, given the historica weskness of judiciad
bodies in the region, as opposed to the United States and even the European experience. At
present, there are two main judifications for strengthening judicid control as a mgor aspect of
the State reform process. The fird, is thet trust in the Judicid Branch among economic agents,
above dl with respect to supervison of Public Power is fundamentd for good functioning of the
market. Even more important, it is essentid to improve judicid control in Latin America because
the Public Power 2° is not fully respecful of the importance of civil rights and the effectiveness of
the lav. By way of illugration, the consumer rights of public service usars throughout the
continent are generally not protected. In fact, the managerid mode may subgantidly change this
Stuation, but the question will remain, “What would happen if these rights are not respected?’



Manageria controls need the judicia branch as a safeguard of the last resort.

g Two forms of autonomous adminidrative unit must be diginguished in the managerid
modd of public adminidration. The firs is composed of agencies carrying out activities thet
pertain excdusvey to the State and ae, therefore, monopolic by definition. In this case
decentralisation aims to make adminigration of the state structure more flexible,

With respect to the second type of decentralised agency, which acts in socid and scientific
savices, CLAD holds that the State should continue to act in the generd formulation, regulation
and finencdng of socid and science and technology development policies. It is neverthdess
possble to transfer the provison of these services to a nondatd public sector in severd
Studions, with the caveat that it is not a maiter of privatisng public services in the socid area
The State will continue to be the principa source of financing and, more importantly, it will have
a regulatory role. It will st out the genera guiddines, as well as resume gpplication of certain
policies in the event that the implementing agencies are not carrying out the work as expected by
the citizens. The conceptual confusion is due to a dichotomy that opposes “datd” to “privae’
and therefore, assumes that if the State is not directly rendering a service, then it has been
privatised.

To overcome this dichotomy, CLAD recognises the exigence of a third inditutiona
framework, the non-datal public space. Within this perspective, the concept of public transcends
that of statd and includes the ability of society to act in association with the State to supply
public sarvices, either from the way of control or of productiort’. Managerid State Reform
proposes the transfer of the provison of of socid public services to the nonstata public space.
This is based on the following four condderations. The fird, refers to the need to make Ldin
American public adminigration more flexible, which is grongly maked by extremdy rigid
Adminigrative Law. Greater flexibility would make it possble to gain consderable ground in the
way of efficiency and effectiveness, without affecting the basic principles of the Rule of Law as
regards equd trestment to dl citizens.

In addition to this, most socid groups working in the non-statal public space are motivated
by more than just pecuniary consderations. The ideologica commitment to the cause in question
— for example, sarvices in the educationd area or assstance to the ederly — brings the members
of these organisations closer to one another and the commitment acquires more relevance than
bureaucratic organisationa precepts, or profit-seeking. In policies such as those of the socid ares,
human devation is of capitd importance and this is found most frequently in organisations based
on solidarity 22,

Despite this mgor advantage enjoyed by the non-datad public sector, state regulaion of
these policies will continue to be fundamenta. Government intervention may occur in the event
of problems with the provison of such sarvices It should be remembered tha in the United
States, a country with a tradition of community management of certain services, there is a public
agency that carries out inspections of NGOs and decides whether or not to grant them a licence to
function. The concept of public is therefore dynamic, depending on the performance of the policy
implementing agencies and their evauation by government and society.

A third advantage of the non-statal public concept is that it proves the need of the State to
improve its ability to cooperate with the community, the third sector and the market. Without
this, governments will face difficulties in improving the provison of public services.

This, asociation with the market gives rise to new resources; which is extremely important
a a time of scacities Association with the community produces active paticipation of the
paties most interested in policy. Association with the third sector yields specialised knowledge
and adion by highly-motivated groups for problemsolving. Actudly, the solution to



contemporary complex problems lies in finding a bdance among the vaious inditutiond
frameworks, the datd, the market and the public non-statal. For these reasons, we propose the
adoption of the concept of a Network State 2%, which will be able to group together the various
socid logies and subjests to ded with the serious problems affecting Latin American countries,
particularly in the socid area.

Findy, the public non-satal sector has the enormous advantage that it makes provison and
management of public services more democratic. This is a key aspect of the manageria modd, as
will be explained below.

h) Another ggnificant characteridic of Manegerid State Reform is the fact that the
provison of sarvices is amed a the citizenuser. This is revolutionary in public adminidration,
as compared to the weberian bureaucratic model, which was sdf-referred; that is to say, it was
amed a redffirming the power of the State and of statd bureaucracy, rather than responding to
the demands of citizens. CLAD is undertakes the commitmert of promoting the incorporation of
this agpect of democraisation of the Public Power contained in the managerid modd, into Latin
American public adminigtrative practice.

With this change, ditizens should participate both in public policy evaudion ad
management, paticularly in the socid area. With respect to evauation, severd adminidrative
reforms worldwide are introducing instruments to determine the results of public services through
population palls. With respect to management, communities are teking on responghilities for
progranmes in the aress of education, hedth and housing, as evidenced by severd successful
experiencesin Latin America

This process is reinventing the notion of government; it is modifying the State/society
relation 2*. Citizens are called upon to assume an active role in organising collective action and,
more specificdly, in deding with those problems that affect their daly life and that of ther
families — such as security in their neighbourhood, management of ther children’s schools, etc.
Thus, the population may cease to be reactive as was the case during the hegemony of the
weberian bureaucratic model. Previoudy, participation occurred during eection campaigns,
seldom elsewhere. If the provison of services worsened, “it was the fault of the government”, a
typica phrase in severd Latin American countries. The consolidation of democracy in our region
offers a two-fold posshility: to build an effective representative democracy, that will once and
for dl lead us away from our authoritarian heritage, and to establish new forms of participation,
especidly in respect of public control over the provision of public services a locd leve.

1) Ladtly, it is essentid to change the role of the bureaucracy in relation b democratisation
of the Public Power. The principles of Managerid Reform dictate that the degree of
accountability of civil servants must be increased in three mgor aspects (i) before society,
making the public adminidgration more transparent and amed a rendering accounts. In this
regard, it is important to train public officids to begin to treet citizens as consumers whose rights
must be respected. Bureaucrats will have to perceive the users of the service as posshle dlies in
the search for solutions. (ii) Before eected politicians in terms of a representative democracy,
whether they ae in power or in the oppostion; and (iii) before the forma and informd
representatives of society, acting in the public non-statal sphere.

To conclude, Managerial Reform seeks to increese  efficiency, effectiveness and
democratisation of Public Power. Based on this, to strengthen the ability of the State to promote
economic and socid development. CLAD bdieves tha indilling new vigour into the Latin
American State will make it focus and become more effective in the promotion of education,
hedth, housng, basc income progranmes, development of science and technology and foreign
trade. Likewise, the successful implementation of the managerid mode will make it possible for



the State to offer a stable macroeconomic foundation and creste the conditions for increasing
domegic and multingtiond private invesment, as wel as increesng the internaiond
competitiveness of Latin American countries.

3.- A Demaocratic and Progressionist Reform

State Managerid Reform must draw up a different strategy from that undertaken by reform
thus far. Fird, it must make use of the lessons learnt from past errors. Second, and more
important, the objectives of Managerid Reform are different from those set out for reforms
initidly implemented in Lain America

The firg round of reform, of a more neoliberd strain, placed public bureaucracies and the
traditiond left on the defensve These groups indsted in closing their eyes before the serious
criss that was devadtating the Lain American State. Today, however, we know that the means
used in implementing these reforms were not conducive to solving the problems. In regard to the
public adminigration, the measures dressed downsgzing, efficiency a any cost and a direct
pardld between the public adminigtration and business adminigtration.

Managerid State Reform is opposed to this recipe. It consders downsizing as Smply one
more recourse - certainly not the most reevant — for achieving a fisca badance and efficiency.
Moreover, CLAD believe that downsizing cannot be approached as an end in itsdf or as a mere
reection to fisca problems. Over and above that, unless the downsizing programmes are carefully
planned, there is the short-term risk of losng the most qudified personnd. The long-term risks
include demordisation of cvil servants a lower qudity cvil service and a loss of credibility if
downsizing is perceived as arbitrary and lacking in transparency®.

Managerid State Reform does not seek efficiency a any cost. Fird, efficiency cannot be
sepaaed from effectiveness, dnce optimisation of public resources without offering good
sarvice or solving socid problems is incompatible with the vaues we are defending. Moreover,
the managerid modd should subordinate efficiency or any other rationd adminidrative criterion
to the criterion of democracy, expressed through the will of the people. The criteria defined in
public spaces should prevail over any other technicd rationdity, which is why Managerid Stae
Reform shuns a technocretic view of managemen.

Consequently, Managerid Reform does not resort to market principles as the means par
excellence for chating the new courses of action for the public sector. CLAD proposes that
modernisation of the public adminidration requires a redefinition of Stae/society relaions and
thehuilding of apublic ssherewhichwill invalve sodely and dizensin pubdic palicy menegement 2°.

Lastly, Managerial State Reform, as previoudy defined, very clearly sets out the didtinction
between public adminigration and business administration.

This is therefore not a proposd againgt civil servants. It is an attempt to render compatible
professondization of essentid sectors of the bureaucracy with the increased accountability of
cvil servants before society and the political system. Weberian bureaucratic modd did not take
this into account. Additiondly, CLAD is not defending increased politisation of the bureaucracy,
dong the lines of patronage as is characteristic of Latin America Nor does it propose the
opposite, that is, totd isolation of the bureaucracy. Nether of these formulas will ultimatey
respond to the current need of the State to become more transparent, nor do they give the State
gpparatus the ability to carry out Network State functions, which would make it a catdys for the
various socid and market interests.

CLAD propones a new bureaucracy, rather than the end of bureaucracy. Which new
dimulus in the work environment contained in the managerid modd, civil servants will become
more autonomous and empowered and will cease to be lifdess spokes of a whed. They will



certainly have to be better trained and better remunerated if they are to take on the obligation to
respond precisdy to the gods of management contracts and the demands of citizen-users. Work
contracts should be made more flexible for some of the civil servants however, making the civil
service more dignified will continue to be a State objective.

Nor is Managerid State Reform consarvative, as some proclam, often fearful of losng
their status quo. Quitethecontray, itisessantialy aprogressond propos, for thefallowing ressons

— It afirms the respongbility of the State in rlation © socid rights and its role as a source
of financing in the socid service areas of education, hedth and culture.

— It assumes that the role of the State in the fidd of employment is not to create jobs, but
to create favourable conditions for full employment. To this end, it is necessary to guarantee
sound macroeconomic conditions and above dl, to meke massve invetments in education,
which will be the door to employment in the XX1<t century.

— It seeks to broaden public spaces by creating the concept of the public nonstatal and to
increase forms of popular participation in the evaluation and control of public services.

— It assumes that collective action or cooperation among persons endowed with a public
Spirit is possble and effective. Obvioudy, a checks and badances sysems will be required within
the bureaucracy and the politica system, though it must be stressed that unless there is a reliable
budget to guide human action, it will not be possible to build up socid coexistence, nor efficient
and effective organisations. CLAD is therefore opposng the postion based on the unlimited
distrust of persons. Paradoxicdly, this postion was the assumption of weberian bureaucratic
model, as well asin the politica economy of aneolibera bias.

— It holds thet besdes being more secure, the supply of public services through public
non-statal bodies can be much more efficient than private or even statal supplies.

The Manageriad Reform proposa adopted by CLAD is essentidly democratic. This is s0
because Managerid State Reform assumes trangparency of the public adminidration, broadens
the space for socia control and transforms the public domain — rather than the sdf-aufficent
market — into the guiding concept for reform. It renews the role of representative democracy and
the affirmation of human rights, including “republican rights’ in protecting the public patrimony.

To be successful, advocates of Managerid Reform will above dl have to convince the
various sectors regarding the diagnoss. Following thet, reformers will need to establish new
dliances, based on democratic-republican principles, with the high-leve public bureaucracy,
business, the workers and intellectuals. This process may extend over time, but it is important to
bear in mind that this reform will prepare the State for the XXIst century. In this regard, CLAD
fully supports the Managerid State Reform project for Latin America.

Latin America experienced a severe crisis in the eighties, which it is seeking to overcome in
the ningties. It has gained awareness of the errors made in previous reforms and is now prepared
to underteke Managerid Reform. It should do so, conddering it to be a basc insrument that will
give the State the ability to act pogtively in favour of susained economic development, better
income distribution and the consolidation of democracy.
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