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Financialisation and Social Policy

1 Introduction

As the following table reveals, social expenditdoes not command vast
resources in developing countries, certainly re¢ato need. This should be borne in
mind, especially in the context of response to ichp@ recession. Yet social policy is
also a marker of policy that may be more signifidhan its direct impact and
command of resources. This paper begins by suggesiat the mess that surrounds
social policy is a consequence of neo-liberalishaotic and shifting ensemble of
ideology, scholarship and policy in practice whiesaling thread has been to promote
and defend financialisation, with direct and indirenplications for demands upon,
and response of, social policy. Although neo-litiena has now suffered a material
and ideological crisis, as especially shown in i8ac3, its more than lingering
influence remains substantial, not least in thécpd and stances of the World Bank
and the IMF, the erosion of capacities to delivegraatives, and failure to attach
social policy to the developmental goals associatiil the creation of a welfare state
with attention in contextual detail to specific jpa#s for health, education, welfare
and so on. This is the basis for an alternativeaagh developed in Section 4, whilst
section 5 concludes by illustrating the argumentsetference to recent developments
in pension provision and Conditional Cash Transfers

Social expenditures as a per cent of GDP, most ratteyear available

Region Social
Expenditure as 9
of GDP
Asia and the Pacific 2.2
Middle East 2.2
Africa 2.8
Latin America and 45

the Caribbean

Northern Africa 6.4

Central and Eastern 115
Europe and former
Soviet republics

Advanced 14.2
economies

Source: ILO (2009, p. 19).

2 Neo-Liberalism as Financialisation — Whose Mess?




In his “Concluding remarks” to an article on (unddronal) cash transfers as
a form of social policy, Guy Standing (2007, p. 88ygests, even before the current
financial crisis:

Globally, social protection systems are in a mé&hs. family as an institution
of social support is weakening; local communities@ten unable to provide
social and economic security because of the teydenavhole communities
to be struck at the same time; the state has hagng-back on universalistic
income support; social insurance is giving waydoa assistance, with an
array of poverty traps and unemployment traps;eamtdrprises of
employment are cutting back on their social beaeiditd services, at least for
their workers.

How are we to address this mess let alone antecipady it will be messed up even
more in light of the shock waves emanating ouhefdrisis of global finance? Further,
is the mess a consequence of neo-liberalism oodupt of the different component
parts of social policy as they are implemented ssbfferent programmes, and
countries at different stages of development. &wyill be argued here, social policy
has been and will continue to be context-speciftbaut thereby removing it from
common influences of which, of course, the curmeisis is but one and the most
immediate. Even so, as might be garnered out oétperience of the 1930s, world
war and post-war welfarism, let alone that of st following the financial crisis

of 1997/98 and China today, there is a tensioreteeBolved between the greater
demands placed upon social policy in the wake @fctisis and the presumption of
limited resources with which to meet them. Outcomresneither pre-determined,
homogeneous across time, place and programme goessarily detrimental to
welfare provision over the short let alone the lemigrm.

In part, in this light, there are reasons for m¢im because the current crisis
appears to signal a crisis of legitimacy for, if 0§ neo-liberalism. For, two of the
most popular defining characteristics of neo-lilisma are its regressive impact on
income distribution and its equally regressive @attiy to social policy in deference
to individual and market responsibility. This ragbe question of whether the current
crisis places more progressive stances on ineyuadd social policy back on the
agenda, not least as it has already offered a istgiamd paradoxical episode in the
evolution of neo-liberalism. For the ideology aédérmarkets has given way to
successful demands for extensive state intervergnen if especially to sustain the
financial system that is on the verge of, or eveyolnd, collapse and is, in any case,
prompting a major recession whose depth, breadtldaration remain uncertain.
Does such overt renewal of state intervention sitireaend of neo-liberalism or is
neo-liberalism reinventing itself in a new form tivcorresponding implications for
social policy?

Significantly, though, questions over the nature@d-liberalism, even
whether it is a legitimate category of analysis] laeady been raised prior to the
current crisis. As Castree (2006, p. 6) conclutlesyspect ‘neoliberalism’ will
remain a necessary illusion for those on the ..: $sfinething we know does not exist
as such, but the idea of whose existence allowdanal’ research finding to connect
to a much bigger and apparently important convensatOne major reason for the
scepticism over neo-liberalism concerns its divgsnd complexity across time,



place and issue, with a corresponding lack oftisitteness as far as the neo-liberal
component is concerned in the local applicatiorustBis surely neo-liberal but he
nationalises banks and insurance companies! Nptisungly, social policy has been
central to the questioning of “neo-liberalism”. eson (2007), for example,
appropriately charts the extent to which the ratierfor a Basic Income Grant (BIG)
in South Africa has often been provided by progwessby deploying arguments that
are adjudged to have been borrowed from the newodilportfolio. He reasonably
asks, p. 83/4:

When activists, trade unionists, and others ogetk concrete economic
improvements for the poor by adapting to the realitneoliberalism and
speaking its language, are they simply falling atmap by allowing issues of
power and policy to be framed within a grotesqgberial vision of society that
reduces all human activity to the pursuit of cdfita(more and less
impoverished) “entrepreneurs”? Or are they usimgsiiace that
democratization has opened up to create new amahipaty promising forms
of political struggle - not acquiescing in an ovehang (and anti-poor)
neoliberal design for society, but rather takingamg creatively redeploying
neoliberal concepts and discursive moves in thaseof a fundamentally
different political end?

He concludes that, “We will also need a fresh aiabpproach that is not trapped
within the tired ‘neoliberalism versus welfare stdtame that has until now obscured
many of the key issues from view”, p. 84.

Nor is Ferguson alone in questioning the liberal olsneo-liberalism in
addressing social policy. For Molyneux (2008, ®)77

The term neoliberal is widely used as shorthardkesxribe the policy
environment of the last three decades. Yet therexpee of the Latin
American region suggests that it is too broad arg@sr for what is in fact a
sequenced, fragmented and politically indetermipabeess.

Further, she continués:

The evolution of social protection in the region[requires] a more grounded,
historical approach to neoliberalism, and for s@mnalytic refinement to
capture the different “moments” in its policy evidun, its variant regional
modalities, and its co-existence with earlier gekcand institutional forms. It
suggests that totalizing conceptions of neolibsnalas imposing an
inexorable market logic with predetermined socral golitical outcomes fail
to capture the variant modalities, adaptationsiadéded resistance to the
global diffusion of the structural reforms.

There are two separate issues involved here gththey are closely related.
One is whether neo-liberalism is too heterogen¢oatiow let alone warrant an
acceptable characterisation. No one can doubtitteesity to which it is attached and,
yet, it also seems to capture the grander, pos#ib$pry, character of the past thirty
years or more, not least by comparison with thatg Keynesian era that preceded
it. Are we in danger of throwing out the neo-liddrsaby (even as it has grown-up)



with its mucky and murky bathwater? Second, thoigythe strategic purchase to be
made of neo-liberalism. Should it be contested @dessariptor of our reality or
rejected, not least in the attempts to replacatit something else in the coming
period? Does the future of social policy residéaking neo-liberalism as point of
departure or as element of illusion?

These conundrums can be addressed, even resbywagpeal to three aspects
of neo-liberalism that do render it a reality ame d#hat must be strategically
contested. First, and brought sharply into relief by the emtrcrisis and the responses
to it, neo-liberalism, and its counterpart in glletion, are heavily underpinned by
an extraordinary expansion and promotion of finahactivity. This goes far beyond
the proliferation of the financial markets themsslyvand corresponding speculative
activity, for it is the extension of those markétst their inner parasitism in the form
of derivatives, for example) to an ever-expandagge of activities associated with
both economic andocial reproduction that has marked the neo-llee Such
developments are well-captured by the notion afdficialisation”, signifying not
only the greater weight of finance in economiesitsugreater scope of application,
Fine (2007a and 2009a, b and e). To put it pithiig expansion of markets in general
under neo-liberalism (as with all aspects of pisatton and commaodification) has
underpinned the expansion of finance in particiarther, financialisation as the key
distinguishing feature of the neo-liberal era isatjustifies the term both in itself and
in its effects by marking the contrast with, anémthe reversal of, the previous
Keynesian period. This is not simply a matter otroaconomic policy but the heavy
subordination of economic and social policy moreagally to the dictates of the
promotion of markets in general and especiallyirtdrice.

Of course, the relationship between financialssaand social policy is neither
uniform nor always or even primarily direct. Itieore so where the private has
displaced the public sector with corresponding ipoaation of financial markets into
the process of provision, as most notable with imguand pensions. But any form of
privatisation has the potential to induce finansation since it creates a stream of
revenue that can be consolidated into assetsdhdb@come part of a derivative that
is speculatively traded. At this point, the asggtears to have floated free from its
roots in real activity and provision. This is alision for two reasons. First,
financialisation is itself diverse across varietésssets and, second, the continuing
attachment to, and ultimate dependence upon, thdimancial activities from which
they derive is also diverse from housing to heaittl, indeed, how these are
themselves provided.

Privatisation, then, in general and of provisiesaciated with social policy in
particular has both underpinned and been promaotduhéncialisation both directly
and indirectly. This is, however, only part of fhieture. For the period of neo-
liberalism, and its dependence upon, and supppfinaincialisation, have involved,
Fine (2009a):

1. Reductions to overall levels of accumulation of ezgital as financial
instruments and activities expand at its experglebal slowdown over the
past thirty years.

2. Priority to shareholder value, or financial worthver other economic and
social values.



3. Push of policies towards conservatism and commiesaien in all respects.

4. Extended influence more broadly, both directly amirectly, over economic
andsocial policy.

5. Placing more aspects of economic and social liteetisk of volatility from
financial instability and, conversely, placing #ga@nomy at risk of crisis from
triggers within particular markets.

6. Through New Public Management and the like, theieroof the institutions,
capacity and ethos associated with more interveistioole for the public
sector in direct provision.

Many of these features have reinforced the demapds social policy (low levels of
wages, development, productivity increase, sog@ipion, growing inequality, etc).
Even so, the prospects for alternative social galepend upon much more than
formulating an alternative set of policies sinceitimplementation, impact and
monitoring will depend upon transformations notyanl the financial system but in
governance as well broadly interpreted.

This is despite a second, crucial feature in ugltag neo-liberalism that
broadly it has broadly gone through two roughlyieted phases. The first is
appropriately understood as the “shock” phase agh@f much wider and earlier, if
less dramatic, applicability than to the transitemonomies of eastern Europe alone,
although they are indicative. This is the classiage of neo-liberalism in which the
role of markets (for which read the interests aofge capital) is pushed with limited
regard to the consequences. It is aptly summed theiphrase “Just do it”, and
ranges over user charges through to privatisalincase of health provision, for
example, by 1993, 32 African countries were impgsiser fees, in response to
World Bank and IMF conditionalities, and governngehad even internalised the
logic underpinning these, Graham (2009¥hat is striking about this first phase is
not that it is universally applied but that it skdbbe pushed through as far as possible
both against resistance and, in the first instainaspective of the logic and
experience of provision itself. The private sec$ao be involved where it is
profitable and/or possible.

The first, shock, phase of neo-liberalism is digant for setting the standard
against which the second phase is a reactiongaset &s its promises fail to deliver
and worse with user fees for health, for examphpacting negatively on utilisation
and poverty, Graham (2009) who concludes:

The power and influence of international lobby gr@and the mountain of
research that provide irrefutable evidence of thgative impact of user fees
have combined to create an environment that isladsta return to the 1980s
IMF policy of sponsoring cost-sharing mechanismthanhealth and education
sectors.

More generally, this reflects the shift to the setphase of neo-liberalism, dating
from the early 1990s, which itself has two aspeotsthe one hand is the need to
respond to the dysfunction and conflict that hasilited from the first phase. On the
other hand, as most dramatically revealed by theeotfinancial crisis, is the
imperative of sustaining and not just amelioratimg process of financialisation.
Symbolic of this is the level of state funding tiebeing made available to support



the financial system in circumstances of extreni@scwhen, in better times, such
funding could not be made available for health,cation and welfare.

Whilst financial contagion from the current crisass opposed to transmission
mechanisms from recession, have been less damiagmgst developing countries,
this is in part because of the expensive dollagrmress held to guard against financial
instability in the wake of more or less enforcdzblialisation of capital controfs.
Moreover, as with privatisation, the second phdseo-liberalism rests less on a
rethink of its virtues than on rationalising thes us the state’s (and donors’)
resources and capacities to incorporate the praextor in social policy more or less
irrespective, otherwise, of the extent and nat@ifgravision. For the World Bank
(2009b), for example, core spending is perceivdaktat risk and needs to be
defended but without reference to how that spensgihayld be transformed (other
than ticking boxes around corruption and privatdigip@ation, etc). There is even the
claim of better capacity to deal with problems assult of past policies without any
sense that these policies may themselves havedaeeal. Particularly worrisome is
the projected continuation of the increasing rdléhe IFC as the instrument for
World Bank promotion of private capital. As Zoeki2008) puts it, “Private capital -
and especially equity - will be the critical factorbuilding infrastructure, supplying
energy, financing businesses and trade, fosteeigigmal integration within an open
global economy®

Paradoxically, of course, the second phase oflibecalism can be and has
been presented as a departure from neo-liberaigsth, ias with Third Wayism and
the social market. This is indicative of the nedd¢knowledge that neo-liberalism is
constituted out of separate components around &, ideology, policy in
practice and putative representation of realityeSghare not necessarily consistent
with one another, and do shift over time, place tpitc. In general, there are tensions
within and between the different components thataie unresolved. Broadly, though,
in the context of development, the shift betweenttto phases of neo-liberalism can
be identified with the shift between the Washing@onsensus and the post
Washington Consensus. For the latter, in particjuatifies piecemeal intervention to
enhance the imperfect workings of markets andtingins - although policies in
practice might even be adjudged to have strengthenghose associated with the
Washington Consensus, van Waeyenberge (2007).

3 Messing with the World Bank

As will be seen, this has significant implicatidos the way in which social policy
has been and is liable to be reconstructed, edlyacidhe developing world insofar
as it comes under the influence of the World Bamdk B&MF with roles that have,
ironically, been strengthened in the current cidsispite their complicity with the
policies and developments that have precipitatethié second phase of neo-
liberalism provides the prism through which to ewvithe evolving contributions
emanating from the World Bank. Moser (2008, p. 4ah)example, complains:

The World Bank does not have a specifically defisedal policy as such.
Within the institution, three predominant socialipp“domains” can be
identified: social sectors, social protection, andial development. The fact



that each has a distinct location within the organon has served to create
artificial conceptual and operational barriers twodistic social policy.

Of these domains, social development is seen dsdkedeveloped. Whilst her
jointly edited volume showcases the role of “assa&$sa means of pursuing social
policy, her own take on its abserfcem the Bank might better be seen as béliay
social policy itself to which piecemeal and fragiteehcorrectives are now being
appended. The review of Holzman et al (2009, @f 1)/orld Bank policy over the
course of the first decade or so of the new millemmreports that:

The first social funds were prepared in the lat@0EXo help communities
cope with short-term adverse impacts of structtgfirms. These funds
expanded rapidly to become a central part of thekBgpoverty reduction
efforts in low income countries.

Following on from the pensions and financial criséthe 1990s, ad hoc
arrangements eventually gave way to a new framewmbekrating social protection
and labour, “based on the conviction that risk aockss to risk management
instruments matter for development”. Their own fegj though, tell a different story.
Over the eight years from 2000, total expendituréSocial Protection and Labor
Lending” amounted to a little less than a mere Billibn, pp. 6-9 for more details by
different programmes and regions. However we megsoverty on a daily dollar
count, this is in the region of a dollar per yé&arthe world’s poor. Much more
significant is the number of country Risk and Vubiglity Assessments, which total
127 over the period. At about $10 million offerest pountry per assessment per year,
the Bank might be thought to have purchased amgsponding influence over policy
at an extremely low price.

Similar considerations apply in case of privat@matlt is a moot point to what
extent there is an overlap between privatisatiahsatial policy. It is liable to be
perceived to be more so, the closer we are to In@sids such as water and terms of
provision in case of subsidy. As demonstratedragtlein Bayliss and Fine (eds)
(2008), the policy and rhetoric of the Washingtam§&ensus were to privatise as
much of the public services as possible with lititero attempt at scholarly
justification, and equally limited attention to treslities underpinning provision with,
for example, no survey of regulatory capacity ofeleping countries until 2004,
Wallsten et al (2004). At that point, in an appdsedramatic turnaround, the early
2000s witnessed a remarkable rethink on the paheofVorld Bank, its even
confessing that it had been mistaken in being soladjically committed to
privatisation. This seemed to be inspired by thiera of privatisation to materialise
in practice in some instances, the failure fooigenerate the promised levels of
private sector investment, and increasing problettisdisputed and broken contracts.
But, in practice, what the Bank proposed was lagthank than a demand upon the
state to use its own resources and capacitiesilddee further privatisation. As it
were, the shock therapy had already accrued theag@gor the profitable (or
profitably made) privatisations, now something mees needed to sustain the
process and, at the same time, the Bank begaimghiffrastructural aid into its
private sector branches in order to leverage thigcgaation of the private sector in
public sector provision. Further, there was ev@eeking order of sectors, running
from telecommunications through energy and trartdporater and sewerage in



terms of those sectors that were most likely taltde to garner private sector
participation. Such initiatives to prioritise thale of the private sector despite the
failure of privatisation to materialise or to deiare particularly disturbing in Sub-
Saharan Africa where 90% of delivery of such s&awiwill continue to depend upon
the public sector even on best case scenario \wditersector participation.

In the wake of the financial crisis, although itigrently too early to tell, the
potential for private sector delivery (in partnepsbr not) of public sector services is
liable to be severely restricted. Especially, ottexclusively across the developed
world, finance for PPPs is simply drying up. AndHal (2009, p. 6) reports:

The IFC, the private sector financing arm of therld®@ank, believes that the
credit squeeze will make it even harder to finalRB®s. It estimates that $110
billion worth of proposed PPPs may be delayed acebed, and that $70
billion of existing PPPs are at risk because ofeased costs of financing
these projects for the private sector.

On the other hand, though, and potentially moretipely, the failure of the financial
sector, and the corresponding fear of recessicm ap the possibility of a major
renewal of public-sector led infrastructural invastt.

Yet what marks the current stance of the WorldkBam social policy are
three fundamental characteristics. The first isatgs in the rhetoric, scholarship and
policy perspectives of the Washington Consensus, avcorresponding lingering
presumption of social protection as the responsartdom shocks that induce
individual or household vulnerability that requigsmost temporary relief in
deference to market solutions. Second, thoughgidléxibility and discretion that is
exercised in departing from the Washington Consen&sl already indicated, more or
less anything can be incorporated on a piecemeallbo, to some extent, umbrella
basis. But this is precisely where the World Baailksftotally short on a more general
scale despite the two other features of departiag¥ashington Consensus and
incorporating more or less anything as social gpadiad in its interactions with more
or less anything else. For, as a third aspecteoB@nk’s new social policy, it
becomes developmental without any notion of devalent, able to include anything
that is associated with development (good or abtetpromoted or alleviated, and,
inevitably, technicist for the purposes of econoand social engineering). In a sense,
putting aside scope of what is included and theggmally more favourable stance
towards the state as against the market, this naankajor continuity with the
Washington Consensus, for each shares in commatleodio get development
without a specification of what it is! For the Waslton Consensus, it is reliance
upon market forces, whereas its successor depg@uasaorrecting market and
institutional imperfections as well as their accamipents of poverty, bad
governance, inequality, and so on to include angtleise for legitimacy or discretion
in policy.

This is brought out very clearly in the contributsoof Holzman and Kozel
(2007a and b) with social policy perceived as do@k management, SRM, without
apparent regard, unless forced otherwise, to terait poverty attached to
developing countries, hardly a risk to be managederty and social
policy/protection cannot legitimately be treatedfadtached to income alone and as



if attached to “shocks” alone. As Guenther et 80@2, p. 17) reasonably put it in
critique to which there is no satisfactory respotfisepolicy terms, SRM leads to
interventions that focus on transitory income sisaekther than on structural
determinants of poverty”. Indeed, the presencéefinalytical and policy tensions
involved in all of this is confirmed by Ravallion(2008) suggested response to the
financial crisis in “Bailing out the World’s Poor&sls poverty short term or long
term; do we target temporary or permanent meast@sP. 21:

Even a highly successful effort to protect theng/standards of the world’s
poorest from the global crisis will leave a realitywhich poor people face
multiple risks on a daily basis, well after theswi If the crisis does create the
opportunity for building an effective safety neethit should become
permanent, dealing simultaneously with crises &ediore routine problems
of transient poverty in normal years. It will beiategral part of the country’s
poverty-reduction strategy, recognizing that theawt of a shock is intimately
connected to deeper problems of underdevelopmestit@nd insurance
market failures, underinvestment in local publiod®, and weak institutions.
The synergies between safety net interventiondarger-term poverty
reduction can be reinforced by explicit de[s]igic]$eatures, such as
incentives to encourage the children of poor famsitio stay in school or
emphasis on building assets of value to poor coniinesn

So, everything is connected to everything elseoth lanalytical and policy terms, and
Ravallion can close:

There will no doubt be relatively low frequency et& such as the current
global financial crisis, for which extra externa avill be needed, and
certainly justified on moral grounds when it was tith countries of the

world that were largely responsible for the crisiswever, the domestic
resources should be sufficient to cover a norm@isece of shocks as well as
modest demand in normal years. The budgetary ¢astoh a permanent
safety net need not be very high and it could Wefig longer-term efficiency
gains to the economy. The budgetary outlay could veehighly variable over
time in risk-prone settings, entailing some fisstaéss.

But if developing countries can and should take@aesibility for themselves except
when subject to financial crises other than ofrtbain making, how does this relate
to a more systemic role not only in “promoting lengerm recovery” — the term
deployed in Ravallion’s abstract for his workingopga and begging the question of
recovery to what — but also in bringing about ecoimoand social transformation?
This raises the issue of how to locate social gahahe broader contexts of systemic
analysis and development as transformation.

In this respect, there is a stunning silence adios World Bank literature,
and much more besides. It is as if the welfareestaes not and has never existed.
And, of course, much the same is true of the atesefthe (radical) political
economy of welfare literature that approached tawis of orthodoxy a generation or
so ago, focusing on the design and function ofavelfor advanced capitalist.
These absences are hardly surprising for the WgidmnrConsensus, not least with its
neo-liberal and Americanised inspirations, but whguld it be so for the post-
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Washington Consensus, not least with its redisgookits own version of
Keynesianism, market imperfections, public and hggods, and so on? By contrast,
the modernisation aspirations of the pre-Washin@ionsensus were heavily
influenced by the notion of emulating the welfai@eas of western Europe.

This, possibly less than curious, absence withencurrent literature is in part
explained by the extent to which the treatment elfave by mainstream, market-
imperfection, economists has eschewed systemiahppthe welfare state and
surreptitiously incorporated in its place modelsusnd individual (or household) risk
management, insurance, safety nets, etc. Thataadktical frameworks should be
imposed upon developing countries is to be expedteaddition, particularly in the
context of development, under the Washington Cassgrthe main focus for dissent
around welfare placed emphasis on adjustment whitnaan face. It was
complemented by opposition to the orthodoxy by appethe developmental state as
alterative with East Asian NICs to the fore. Alonigh other issues, the
developmental state paradigm, tended to overloekdle of welfare altogether, at
least until recently. This was in part a wish topdasise the role of industrial policy
and, possibly, also a wish to overlook what wasymeed to be a neglect of welfare
and, therefore, a mark against the developmerdahslof the developmental state.

But all of this has begun to change over the kastyears, and the breach
between the developmental state and the welfate Isés been closed if only
marginally in terms of influence. And the idea loé tdevelopmental welfare state
(DWS) has come to the fore. In case of East Akia,i$ because the response to the
financial crisis of 1997/98 induced both an unexpeéexpansion of social policy to
provide safety nets araicloser study of previous levels of provisioritidiversity
across programmes and countries, and the reasotiefe, see especialyvon (ed)
(2005)as part of the UNRISD social policy programtria.case of Latin America,
the passage towards a developmental welfare staten to have been interrupted by
the period of the Washington Consensus, but to bhaee resumed (or not) with the
latter’s demise in light of some return of moregressive governments and the
adoption of the new Latin American social poli&yThe issue is whether this can
depart from the second phase of neo-liberalismhasé described it earlier. For
Draibeand Riescq2007b, p. 65), emphasis added:

The Neo-LADWSproject seems rooted not only in the 20th century
experience, from which it will probably draw insgtiion, but over the
inheritance of Neoliberalism in LA as well. The egiag paradigm implies a
radical change of direction away from Washingtom§amsus-style policies,
and, in fact, it is being conceived over the cistic of that model.
Nevertheless, the new project seems to inheriequlbt from the Neoliberal
period as well.

More generally, as already observed, there has é&densive attention to the
emergence of a new social policy across Latin Acaeitiom which | would
emphasise the considerable diversity across cesrdnd programmes.

4 The PSSOP Approach

11



Nonetheless, the role of the developmental (welfstate as an approach to
analysis and policy remains limited. Much moreugfitial in the study of welfare in
developed and developing countries by non-econsrhas$ been Esping-Andersen’s
notion of welfare regimes, with a number of idgglds posited along the lines of
correspondence to those associated with Scandi(ens&al democratic), Germany
(authoritarian) and the US (liberal). As | have etved elsewhere, in rejecting the
welfare regime approach, Fine (2007b):

So dominant has this approach been that it hagtaidy been extended from
a few developed countries to the world as a who#uding East Asia and
developing countries. Equally inevitably, such agtlation of ideal types has
floundered as case studies fit more or less uncdatdly within the
hypothetical scheme of three welfare regimes whetbess or within
countries across different programmes of welfaowigron.

In other words, the welfare regime approach isffigantly sensitive to differences
between countries, and unduly neglects how thdsereinces affect outcomes
differentially across the different components timatke up social policy.

Much the same is true of other universal approathsocial policy based, as
with the welfare regime paradigm, on terms of refiee around power and resources
and/or commodification, decommodification and reowwdification, possibly
themselves reflecting the rhythm and pace of pgatibn, imposition and withdrawal
of user charges, etc. Such conceptualisations tfteblunt a set of instruments for
comprehending the complexities and diversity ofaqmolicy. For, not least as
inadvertently highlighted by the critics of neodifalism as a concept, each of re- and
de-commodification has systemic impacts that arthar mutually consistent nor
certain. Public sector housing programmes for slifesil rent (decommodification)
can expand private sector construction and seraecasduit for finance. Free health
care for workers may expand private health cargigian depending upon how it is
provided and by whom.

The issue, then, is how to deal with the spedtyfiof particular elements of
social policy, in terms of their diversity of cagseontent and consequences, without
losing grip of the bigger picture. Currently, agsethere have been a number of
solutions on offer, such as appeal to (modifietydarid) welfare regimes,
transformative social policy or the developmentalfare state. My own approach has
been to posit the notion of public sector systefravision, pssop. Specificity is
incorporated by understanding each element of kpolecy and social provision as
attached to an integral and distinctive systeme-hiébalth system, the education
system, and so on. Each pssop itself should beeassieli by reference to the structures,
agencies, processes, power and conflicts thatxareised in material provision itself,
taking full account of the whole chain of activityinging together production,
distribution (and access) and use, and the conditimder which these occur.

Thus, the pssop approach has the advantage oftiadliemcorporating each
and every relevant element in the process of pi@mvjsnvestigating how they interact
with one another, as well as situating them inti@hato more general systemic
functioning. This allows for an appropriate mixtbé general and the specific and,
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policy-wise and strategically, signals where primngs obstructed, why and how it
might be remedied. This is in contrast to undulyulsed approaches, those that
emphasise mode of finance alone for example, unghilyersal approaches such as
those that appeal to market and/or institutiongdarfections or welfare regimes, and
those that fail to recognise that water provis®rary different from housing
provision in and of itself as well as in differantexts.

| first applied the pssop approach, if not explicit terminology* in MERG
(1993), as part of a policy programme for the eooieand social infrastructure for
post-apartheid South Africa covering, in particutegalth, schooling, housing and
electrification. As universally recognised, theam te little doubt about the
contextual specificity, and deep-rooted, naturthefinherited provision in South
Africa, with numbers of elements in common acrbssdeparate sectors in light of
the particular form taken by racism. Nonethelassas and remains crucial to
acknowledge the inherited differences in existirgnmer, levels and incidence of
provision as well as the sectorally-specific chadies involved within the wider
context of the continuing dynamic (and transform@tiof the South African economy
and society more generally, Fine (2007Db).

The pssop approach has also been addressed istladers, Fine (2002 and
2005) in general and Bayliss and Fine (eds) (2€@83lectricity and water. | am not
concerned here to develop the pssop approach mbyea$ such for, in part, as
already argued, it is essential to see it as arpapp that needs to be contextually
driven rather than as a source of the ideal typesiversal theory that characterises
and even mars so much of the current literatugedd, the purpose is rather, first and
foremost, to persuade of the need for something takihe pssop approach
irrespective of the method and theory with whicis illeployed which will, no doubt,
continue to be controversial, alongside the natepth and breadth of economic and
social transformation essential for any significelmange in provision to be secure. In
other words, there is something different abouewand housing, just as there is
something different about South Africa and IndiartRer, though, this does allow for
the results of existing studies to be incorporaténl the pssop approach to the extent
that they do identify, however partially, the fastinvolved in provisiort?

5 Pensions and CCTs by Way of Conclusion

One virtue of crises in general, and of this anparticular, is to shed a bright
light on at least part of the nature of the worldnvhich we live to those willing to see.
Policy priorities have been revealed with a stugrdlarity. As Hall (2008, p. 6) has
observed:

Another way of seeing the scale of the rescue i®te that the total cost of
constructing sewers and water systems througheuwthnld’s cities, to
provide household connections for water and sevesi@gover ¥ of the urban
population in developing countries, would requindycabout €280billion —
about 5% of the guarantees already given to thksan

And the response of the G20 is no less transpaasmeported by Naudé (2008):
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Many have already remarked on the fact that hugeuats of money have
been found at short notice to bail out banks, bat toney to bail out the
world’s bottom billion can never be mobilized. Cast for instance the $50
billion agreed on for developing countries at thenmit with the estimated
$8.4 trillion for bailing out banks. As Oxfam redgrremarked, the latter
amount is sufficient to end extreme poverty worldievior 50 years.

Equally significant is to recall the limited impantabsolute terms of the response to
the food crisis that hit the developing world aryeaso before the main event. The
World Bank (2009b) reports that:

Since it was established last May [2008], the figcjGlobal Food Crisis
Response Program (GFRP)] has approved projectstp&916 million in 31
countries, with nearly half of the funds supportprgjects in Africa. The
remainder of the $1.2 billion is committed to paigein 11 countries.

Yet, it confesses that from before the crisis,thmber of undernourished has
increased from just over 900 million to over oniidn.

Against this limited portrayal of the overall baci&gnd to the crisis and the
more extensive discussion earlier, consider tweetspf social policy that have been
prominent recently and will continue to be so igp@nse to the crisis. The first is
pensions. Significantly, policies to privatise pens as promoted by the World Bank
were considerably delayed by comparison with the of the Washington Consensus
more generally. No doubt, this extension of finahsation depended upon its
c0r11450Iidati0n in other areas as a prior step. Aailée by Orenstein (2005, p. 191-

2).

A turning point in the development of the transoiaél coalition for the new
pension reform came in 1994 with the publicatio®eérting the Old Age
Crisis, which brought the World Bank and its resourcdly fon board with
the campaign for the new pension reforms ... Befwreublication, the World
Bank did not consistently advocate the new pens@rms and individual
pension accounts in its pensions policy advice .tetAf994, no project
documents by the World Bank are inconsistent withrtew pension reforms,
indicating that a policy shift took place ... Thidies on:

1. A first pillar of state-provided, redistributivenefits, such as a minimum
pension or a reduced social security system;

2. A second pillar of mandatory pension savinggrimately managed
individual accounts;

3. A third pillar of voluntary savings in fundeddinidual or occupational
pension plans.

By making advice more flexible than doctrinaire aclacy of the Chilean
approach and allowing room for continuation of skete social security
system Avertingmade the global policy approach more appealingiimader
array of countries without giving up the key elemeinadding individual,
privately-managed, funded accounts. Indeed, thiglllity set the stage for
these reforms to be mixed with existing social siéggystems in many
countries in Latin America and Central and EasEuirope Avertingprovided
a single template for reform that was flexible egtoto provide a basis for
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reform in the developing countries where the W&#shk worked, as well as
in the developed democracies, where many World Befdtmers played an
important role in domestic pension reform processesell.

As a result, “Between 1992 and 2004, the new pengforms spread to 26 countries
in addition to Chile”, p. 193, with a particularpact across eastern Europe and Latin
America, p. 187. Irrespective, then, of the timaighifts in policy, scholarship and
rhetoric, what ties them together, without wishiadpe reductionist, is the
increasingly sophisticated approach to teasingasuhuch private sector financial
participation as possible whilst managing contergidemands for state support for
social reproduction.

As revealed by the ILO (2009, p. 2), and not daimpgly, the consequences in
wake of the crisis have been little short of drdorat

Pension systems are under severe strain as aoé#udt collapse of capital
markets. Private pension funds have recorded sulistbbsses on their
investments. Though the trends are often presemtexkrly technical
language, one thing is clear: pension entitlemfamta/orkers who rely on
such funds have been cut by over 20 per cent, erage. In some countries,
even retirees have been left with the prospeawét pension benefits.
Importantly, well-designed public pension systeragehbeen much less
affected than private funds. This has motivatedlay shift in the stance of
certain international organizations, which now azhte greater focus on more
stable, security oriented public pension systerhss i a much-welcomed
development, though the damage has already beenahahwill be difficult to
repair.

Where the repair needs to be carried out, by whoat@ what extent is another
matter. As the report continues, citing World B&BR09a):

In World Bank client countries with funded pensgystems, losses in pension
funds range from 8 per cent to 50 per cent. In&;dr example, the private
pension funds that cover 8.3 million workers losbtal of $25 billion in 2008.
Traditional pension systems provided by governmenta pay-as-you-go
basis will also be affected by the current downtiwut much less than private
pension funds.

And the ILO welcomes what it interprets as a poshift on the part of the World
Bank, “Interestingly, in view of the pension cridise World Bank has shifted its
stance on this matter and is now advocating gréateis on government-backed pay-
as-you-go systems”.

More careful and critical reading of the World Banshift, however, offers a
different interpretation of same stance in the geancircumstances of financial crisis.
Private pension schemes, embroiled within the firrsystem, have been hit hard
and so it is incumbent upon the state to play atgreole in supporting the
continuing role of the private sector although ttas be dressed up as a shift in
balance across forms and levels of pension pravigis the World Bank (2009a, p. 4)
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report asserts without any apparent pause to teffgan the implications of the crisis
that has prompted its deliberations, original ensgha

First, governments should avoid short-term refoewarsals ... Secondly,
governments should recognize that the current firsrerisis is a rare
“extreme” event... Thirdly, governments should not underestimate the
potentialpositive effects that long term institutional ings (such as pension
funds) can have on the financial system entergimsacing, and ultimately
employment and growth.

This does not bode well for pension, let alonerfmal, reform.

Conditional Cash Transfers, CCT, are significadifferent from pensions in
that they do not allow for ready incorporation itiie@ process of financialisation. As
documented by the World Bank (2009c, pp. 3273hey have rapidly shot to
prominence over the past decade:

Paralleling the rise in the number of countriesK{r&9) with programs has
been an increase in the size of some programs.ddexprogram started with
about 300,000 beneficiary households in 1997, but covers 5 million
households. Brazil started with municipal Bolsada@rograms in Brasilia
and the municipality of Campinas. These led toicagibn by local
governments, followed by the formulation of secpecific federal programs,
and then their unification and reform. Today, teédral Bolsa Familia
program serves 11 million families or 46 milliongpde. In other countries,
the increase in size has been less explosivetibutatable. In Colombia, for
instance, the program’s initial goal was 400,000g&holds, but it had
expanded to cover 1.5 million households by 2007.

And, further, p. 34:

In terms of absolute coverage, they range from illiomfamilies (Brazil), to
215,000 (Chile), to pilot programs with a few thand families (Kenya,
Nicaragua). In terms of relative coverage, prograower a range from about
40 percent of the population (Ecuador), to appratety 20 percent (Brazil,
Mexico), to 1 percent (Cambodia). In terms of budgeograms cost from
about 0.50 percent of gross domestic product (GDRYuntries such as
Brazil, Ecuador, and Mexico to 0.08 percent of GDEhile. The generosity
of benefits ranges from 20 percent of mean housletmisumption in Mexico,
to 4 percent of mean household consumption in HagJ@and to even less for
the programs in Bangladesh, Cambodia, and Pakistan.

For the World Bank, CCTs serve as an ideal instnirnimeresponse to the second
phase of neo-liberalism in crisis. As Chief Econstmiustin Lin, puts it in his
Foreword, p. xii/xiii:

Even the best-designed CCT program cannot mettealieeds of a social
protection system. It is, after all, only one bitaio€ a larger tree that includes
workfare, employment, and social pension programAs the world
navigates a period of deepening crisis, it has imecatal to design and
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implement social protection systems that help walbke households weather
shocks, while maximizing the efforts of developsauntries to invest in
children. CCTs are not the only programs approgfiat this purpose, but as
the report argues, they surely can be a compgdangof the solution.

Accordingly, the level and design of the programingsractice are discretionary; the
boxes of addressing the poor, children, and healtheducation are ticked; there is
potential for institutional and other externalitiato broader social provision;
ambition in potential is matched by modesty of estpn; and, analytically, there is
scope for spillovers, and general equilibrium efgempirical investigation of short-
run as opposed to long-run impact, and for theoayvihg upon market and
institutional imperfections to be corrected on ecemeal basis.

Most important, though, is the detachment of CEdm broader economic
and social provision other than as the contexthitlvthey may or may not succeed.
Conditioning income support on accessing healthiaaretiucation is contingent upon
these being available, as is recognised, p. 202:

Clearly, a supply of health and education servafedequate quality must be
developed ... Cash transfers may be the right patisiyument to alleviate
poverty in the short run, but their contributiona@ager-term poverty
reduction also will depend on what happens on tipply side.

And, equally, the Report closes in seeing CCTaas@ment in a broader process
that remains unaddressed other than at the levabpk”, p. 203:

We cannot tell at this time whether the currentevaVCCT programs will be
successful in unleashing a sustainable transfoomati both the provision of
health and education services and the broaderrdesgpcial protection
policies we discussed above. Although it may begtady to tell, the
experience so far provides room for hope.

As Soares (2009) can conclude on one side of Fdpee*®

In sum, CCTs are not panaceas to strengthen thergemcy) resilience of
families and states. But they have features thabeaused to lessen the
impact of a crisis as long as they are integrategibroader social protection
strategy whose goal is not solely to work as a mahtiand temporary safety
net.

Such integration cannot, of course, be guarantedtiis respect, like all

social policy, outcomes necessarily both reflect @ntest entrenched structures,
processes, powers and agencies. At a specific, lietellone more generally, the idea
that there will be universal solutions on how ttabae (or more exactly transform
and promote, respectively) one against the othetdss on the ridiculous in both
analytical and strategic termisConsider, for example, the case against CCTseaffer
by Freeland (2007) as “Superfluous, Perniciouspditius and Abominable”, p. 75.
Drawing upon Samson (2006) and a South African sas#y, he finds conditioning
transfers on meeting criteria of children’s healtid education falters on lack of
facilities to deliver and/or access these, and veagiacity to deliver conditioned
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transfers, so, “it is typically the poorest and magnerable who will find it most
costly to comply with any conditionalities, and #nerefore the most likely to be
deprived of benefits if they fail to do so”, p. 77.

On the other hand, Moore’s (2009) study of a Nigaean CTT programme,
attached to child education and health, deemshat@ been a considerable success
other than in not being continued, being droppetanily on her own account for
lack of understanding and misrepresentation adtievements upon transfer of
responsibility from one ministry to another. Shesels with the observation that,
“Although RPS [Red De Proteccidn Social] had agsanting conclusion, all is not
lost”. For, “in its own uniquely complex environntdwe] can remind policymakers
to be aware of the balance they must keep in parfgy well for international
stakeholders while securing domestic acceptantieeafown programmes”, p. 36.
But how to guard against the transfer from one stipito another, the shifting
interests of external agencies and so on? Suchgmoges require secure provision of
the goods and services that they are deemed tofdunide individual or household,
whether in spending the transfers or as a predondir their allocation. Surely these
through active participation and public provisias,pssops, should be our starting
point? The issue is less whether CCTs are able eodonduit to more satisfactory
and comprehensive social policy than how this ised@chieved whether through
CCTs as staging post or rfStAs Katz (2004, p. 763) puts it in critical resperis the
Sachs Report, “Primary health care is, of course,a the public services required to
provide the conditions for good population healthét, “We have 100 years of solid
public health experience demonstrating that aciwedecent food, clean water,
adequate sanitation, and shelter are the majorndetants of health”, p. 756. And
much the same, if also different by context andmreg could be said of education,
nutrition, housing ...

Footnotes

! This paper depends heavily upon Fine (2009c) whdneader literature review is
undertaken.
% See also p. 794:
The adequacy of the generic and totalizing desmrijpteoliberalism” when
grappling with this diversity of political forms drsocial relations, is at least
guestionable when the differences between “thicid ‘@hin” forms of
liberalism, and alternatives to neoliberalism, geehaps the more critical
issues needing analytic attention.
% See Fine (2008a and b and 2009a-c) on the issatfotiow.
* The theory, or dogma, being that the policy 1.rowps access; 2. rations the use of
health services; 3. increases equity; 4. improwedity; 5. promotes efficiency; 6.
mobilises revenues; and, 7. fosters private seldeelopment.
® Costing developing countries 1-2% of GDP that datherwise be devoted to
social policy, Rodrik (2006).
® See also Doha Declaration on Financing for Develeqt (Dec 2008),
http://daccessdds.un.org/doc/UNDOC/LTD/N08/630/88/AN0863055.pdf?OpenEl
ement Note also the emphasis on Output-Based Aid, OBArld Bank (2009d), the
mirror image of Conditional Cash Transfers!
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’ See IFC Infrastructure Crisis Facility Fact Sheens,
http://www.ifc.org/ifcext/about.nsf/AttachmentsByiE/IssueBrief ICF/$FILE/Issue
Brief ICF.pdf

® Note that Ravallion’s (2008) own contribution oméferences at most a few pieces
from outside the immediate orbit of the World Baak,endemic feature of its
research as commented upon by the Deaton Rep@@) 2@ which see Bayliss et al
(eds) (2009) for a critical appreciation.

® For some developments around welfare in east auitth #\sia, see Choi (2008),
Kwon (2003, and 2005a and b) and Kwon and ChengR®0tthananan (2008) and
the special issue i8ocial Policy and Administratigwvol 41, no 4, 2007. The rapidly
evolving and complex situation around social polithina renders most
contributions out of date before they are in prisge Fine (2007b) for a short
discussion but alsbin and Kangas (2006) and Li et al (2008).

9 For Latin American social policy more generallgespecial issues 8bcial Policy
and Administrationvol 40, no 4, 2006Development and Changeol 39, no 5, 2008.
1 But see Fine (2007b, Appendix 2).

12 |n addition, as highlighted in earlier accountshef approach, not only is each
pssop uniquely and integrally organised in prowvisimy country and sector, each will
also be attached to its own meaning and signifiedocthose engaged with (or
excluded by) it. Without going into details, thdtaue and meaning of social policy,
thereby, becomes subject to what | have terme8@se- Constructed, Contextual,
Chaaotic, Construed, Contradictory, Contested, C€tlle, and Closed. See also Fine
(2009d).

3 The G20 Summit in April 2009 put together a $1illidn package of which $50
billion, less than 5%, was designated for the wer® poorest countries. For an
account of impact of, and response to crisis,selaction of developing countries, see
ODI (20009).

4 Note the Chilean model, inspired by Chicago irgetions, maximises the extent of
reliance upon individual private funding of pensipwith at most a safety net for
non-participants. Note also thaAvertingwas the result of a research project initiated
by World Bank Chief Economist Larry Summers in gagly 1990s”. See also
Orenstein (2008). Further, is it coincidental t&drld Bank housing policy changed
at more or less the same time, personally revdalete in conflict over housing
policy with the Bank in South Africa in 1993, MER®993), and the shift from
public sector provision to private sector financaga key element. Once again, the
chickens have come home to roost (with fewer cdopthe poor in the interim).

15 This paper is a contribution to the UN’s Conferena the World Financial and
Economic Crisis and its Impact on Development, Jad& 26",
http://www.un.org/ga/econcrisissummit/backgrountirshOther background papers
include those from the World Bank, with recommeratabf using existing channels
to sustain infrastructure, and a surprisingly nraiical approach from the IMF that
allows for targeting expenditure to raise domestisnomic activity but cautioning
against new infrastructure or social programmebout adequate appraisal and
prioritising.

'8 This Report is a remarkable testimony to legitimjshrough the accelerating
commitment to paper inclusion of wider range ofnoqns starting with the rejection
of one model fits all (for one economics in itsqay but also allowing for critical
dissent (thereby placing itself as moderate rdtheam as extreme neo-liberal) and also
referencing old development economics, etc. SegaBen (2007) for this as part of

19



the culture of the World Bank, not least in itslgdiistory when introducing social
policy in the first place (why should it do any radhan build physical
infrastructure?).

1" Reasons for CCTs include “imperfect informatioryomia, and incomplete
altruism”, that “governments typically do not bekdike textbook benevolent
Dictators”, and “levels of human capital investmbwntthe poor ... might not be
sociallyoptimal because of the presence of market failypagicularly, externalities”,
p. 50.

18 Do such problems render unconditional transfereerpalatable as would be argued
by proponents of a Basic Income Grant, BIG, a psapthat has been particularly
prominent in, but not confined to, South Africa?altg | would hesitate before giving
an unconditional answer as there are a whole sefigsues concerning
administration (and corruption) of delivery, useloé income transferred, potential
sidelining of direct social provision, and consatidn as opposed to transformation
of existing social relations (around what works emghat conditions for example).
Significantly, the latest issue of Basic Incomeds#g available at
http://www.bepress.com/bis/announce/20090128edicated to the question,
“Should Feminists Endorse Basic Income?”, and effemwerful arguments on either
side especially in relation to the alleviation aposed to the consolidation of gender
inequality.

19 For recent assessment of CCTs, see special if$ielmal Social Forumvol 9, no
2, 2009.

20 See title to Bastagli (2009).
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