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[Robert Devlin] Thank you very much Irene, it’s a pleasure to be here, I appreciate the invitation. I am going to make a disclosure that my participation in this panel is a little bit incestuous:

I worked at ECLAC for over 25 years –Inés Bustillo is a “young” friend of mine, we studied together in graduate school- and when he was at CORFO, Carlos Alvarez supported research that I did while I was in ECLAC and which actually goes into some of the topics of the Report. I will just briefly provide publicity  by saying now that my study  is titled in English as Breeding Latin American Tigers, and it is  published by World Bank Publishers. Anyway, we all know each other well and there are a lot of commonalities in our points of view, so it’s no surprise that for me, this Report is excellent. 
I agree with most of the agenda; in fact I think I agree with the entire agenda. It brings out some major points; for example, that Latin America has done something that in the 1950s, 1960s,, 1970s was thought impossible – to have good macro management and in addition to that, the Region was prepared to navigate the big world economic crisis of 2008-2009. The Report also points out correctly that we are in a very uncertain world now and so the Region needs to increase its fiscal space, increase its macro economic strength and also deal with some of the little blips that we have  observed lately, like more inflation, in some of the countries.

The second point that Inés mentioned and the Report highlights is that poverty reduction has been significant in the region and this has to continue. However,  the Report also points out very correctly that the social safety network has to be expanded into a broader network than that which the focused approach of  recent years achieved.

Third –and I think this is very, very important- it points out that the productivity gap in Latin America has been endemic even after all the reforms that have been undertaken, and in fact a lot of the growth that is taking place, particularly in South America, is being pushed by external factors, such as demand for commodities from China and a domestic consumption boom more recently. Simply there is no way that Latin America is going to be able to close the gap with rich countries until it deals with the productivity gap.
And finally, it points out correctly that addressing all these issues and more requires good public management. If the Region is going to take advantage of this bonanza that many countries have been experiencing, state reforms must by substantially deepened. This will require effective public management and this is what I am going to concentrate on in my commentary..
The agenda of the Report is enormous, and there are many sub-agendas or subtexts under each one of the points, so the “to-do”  list the Report points to, is very, very large. We have to remember that governments cannot do everything. They have limited resources and limited capacity; as Ricardo Hausmann
 has pointed out, governments are condemned to choose when they move forward with their policies –they have to prioritize and sequence their reforms. Although the priorities and sequences are going to depend on the country one is dealing with,  I am going to generalize, or stylize, the issue in my commentary and do the “A,B,Cs” in terms of my priorities from the Report.
The first priority, or the “A”, is the issue of fiscal space. Governments – as Inés pointed out and the Report points out too- need more fiscal space. Why? Well, they have to strengthen their macro environments, to be prepared for the big risks which you see in the world economy today, but they also have to assume some functions of the modern State. The Report points out very well that a modern State has to address many different services and activities and that requires resources. If you look at the table that they had in the power point, it is clear that the public resource gap in some of these countries is quite large. Moreover, one also saw that direct taxation is quite low – abysmally low in a number of countries. 
The “B” in my priorities would be the creation –and this is in the Report by the way-  of a strong professional civil service in Latin America. I think this is so important that I would ring the bell of a national emergency. Why? Because if you look at history –modern history anyway- there is no country, no government that has managed to close the income gap with rich countries without a professional civil service pushing the strategy forward. 

I think this is a very important point because after the Washington consensus the State is back as a player, as a legitimate and necessary partner of the private sector to pursue productive transformation and growth. The State is not a substitute for the market, but rather, in the context of modern industrial policies,  is an enabler of market forces so that one can achieve more and  better growth and development at a quicker pace than if one were taking a passive approach to market forces. We also have to remember that the civil service is the face of government for the public, so how good my civil service is influences in the legitimacy of the government and the prestige of government service itself.
The “to-do”policy list of the report is very long, but implementing this list is only as effective as the people who are doing it; hence you really need to have good civil service people pushing forward the agenda. And how does that emerge? From simple things – you have to recruit the “best and the brightest”. Government has to be a prestigious place to work. You have to go out and promote excellence in government like many of the Asian Tigers – they have had the best and brightest in their public bureaucracies pushing forward their development agendas
So how does one attract the best and the brightest? You have to have career paths; you give them training, including hands-on practical training; e,.g., secondment with businesses so they understand how the private sector works. And of course you have to give them a respectable wage; in Latin America, as we know, there are very few governments that pay respectable wages for their main line civil servants.

One also must have a strong management team. In addition to having bureaucrats that are competent in their different areas, you need good managers. And in this I think Singapore is a very interesting case.  There was a recent piece about this in The Economist which argued that among the factors that have made Singapore a rich country since 1965, when it was one of the poorest in the world, is that it has a technified and very well managed public bureaucracy –by the way, it also follows the French model of public management to a large extent. 

 The Report correctly points out and that one  needs tools to do the agenda. You need budgets that are articulated with mandates; instead of having empty mandates, you have to have budgets behind them, you need good coordination both in terms of incentives  and mechanisms. I think this one of the major weaknesses in Latin America. Like in sports, one can have a great strategy, but if you don’t have great execution, you don’t win. Well, it is the same in Latin America; one needs excellent coordination between ministries, between executing agencies and their ministries and between central governments and local governments. Public sector coordination is an Achilles’ heel in the region that has to be addressed and it’s not an easy one to deal with; even governments in the OECD have problems in this area.
Transparency in government is very, very important for accountability in a democratic context – and I’m happy to say that many countries in Latin America are making major advances in the area of transparency, and this is one of the “stars” in terms of state reforms in the region up to now. 

Another vital area of good management is evaluation of policies and programs.  Latin America has been advancing in evaluating public policy outputs to see if what the government said it was going to do actually happened. This is  programmatic evaluation and that is important. But what is more important is to evaluate the impact of the program in terms of the objective set out. Why? Transparency is one reason, but it is also a way to avoid capture by special interests. In Latin America the incentive and subsidy programs that push forward productive transformation oftentimes represent layers upon layers of different governments’interventions protected by special interests, shaped much like an archaeological park. This results because there is no accountability on whether the programs are working or not. Another interesting phenomenon is that oftentimes when a new  government assumes power, it tends to start from zero; it rejects what the other government was doing. If one had evaluated the program, one would do what the Singapore government does: they say “if it works, we are going to keep it, and if it is not working then we’re going to ditch it and try something different” 
The other area of public management that I think is important and is often overlooked is the public executing agencies. Executing agencies are the workhorses of government and these have to be attended to in terms of budget and technical staff. However,  this  is one of the weaker points of Latin America. I think if the Region is going to move forward with an agenda of productive transformation it will have to pay more attention to executing agencies. And in that there is an interesting model one sees in countries that have managed to close the income gap: they use statutory agencies. The agencies are semi-independent, have more flexibility in hiring, etc., but they are still under the government’s control because of the ministries that name the board of directors of the agencies.

In sum, for my “B” priority I think that the excellence we observe today in Latin American’s central banks and ministries of foreign affairs has to be extended to the entire government bureaucracy, giving particular attention to those main line ministries and executing agencies that are dealing directly with productive transformation and the previously mentioned productivity gap. 
My “C” is that assuming there is strengthened civil service, a civil service that is a credible player with the private sector, one needs to direct energies and resources. As the French philosopher Michel de Montaigne said about 500 years ago, “no wind works for a man who has no port of destination”. So my third urgency is to go beyond the short-termism that dominated the Washington Consensus, and start developing, as the Report points out, a longer-term vision of where you want to go  and have an operational budget plan to push the agenda forward. 
Vision is very important and it’s not stressed enough in the Report. The issue of national vision emerges from a model of public governance, which promotes involvement of civil society in selection of policy directions. This issue is pointed out in the innovation chapter, but as a general approach to strategic policy, one needs interaction between government and the relevant stakeholders of civil society on all levels of policy. These public-private alliances help identify opportunities, obstacles and constraints, sequences in terms of reforms and also policies and programs.  The alliance can be at the national, sectoral,  thematic and  local levels. And the reason one need these alliances between public and private sector is that  in a world of globalization there are very dispersed networks of information.  Production is fragmented, it is no longer so vertically organized, so it is more true than ever that almost all views are very partial. The old hierarchical model of government-principal-agent does not work so well any more. One needs more interaction, more interchange of information and perspectives in the context of markets, in the context of daily life and in the context of the social well-being of countries.

The study mentions these alliances, particularly in the area of innovation. However, if an alliance forum is going to be useful, it has to be governed effectively. There are two dimensions to good governance of these alliances. One is  intangible; a good example and probably one of the best ones is that alliances need to have the full political commitment of the government and political leadership. But it also has tangible dimensions in terms of the appropriate representation in the alliance; how relevant the goals are for the players that are in the alliances; and that there are facts put on the table so representatives can get out of their “T-shirts” a  bit and do real problem solving in the national interest. One also needs mechanisms to prevent “capture” of these public-private alliances. The risk of capture goes two ways: one does not want government being captured by special interests, but nor does one want the government capturing the private sector participants. To be effective, these alliances have to excel at the tangible and intangible dimensions of governance
 In sum, what I would say is that the areas that I have priortized – and of course I put these in stylized compartments only  for the sake of commentary - are fiscal space, a professional civil service and management with transparency, private-public alliances to develop a national vision and a strategy with operational plans that are well-funded to move forward. When one has these components, then it is possible to intelligently  choose the weights to do the other things the Report highlights. 
I said earlier governments are doomed to choose. Let me end with two examples.
In the case of Ireland, it has a macro financial crisis now, but its industrial policies were really quite good. During the years of the celtic tiger
 government had to choose what to prioritize in the context of a finite budget expenditure. They initially decided that their priority was going to be education, because improving the quality in their high schools and their universities and later their grad schools was seen as vital for attracting foreign direct investment of a higher order. Then after a big growth spurt for a number of years,  what did they decide to do? The government decided that infrastructure would be the next priority as it seriously lagged behind the rest of the economy.. Then the next priority was innovation to raise capabilities and productivity in local national enterprise to accommodate the higher national wage bill.
In the case of Singapore, the government started out attracting foreign investment to generate employment. It later decided to force an upgrade of activities via an increase in wages. However, in the late 90s innovation took on a very high strategic profile in order to upgrade even more and maintain competitiveness.
Anyway, I had to prioritize to comment in allotted time on what is a large Report  of sweeping relevance– hence I could not comment on the other topics that I would have liked to: innovation and macro management. Nevertheless, the Report is excellent

and I congratulate the OECD Development Centre and CEPAL for getting together to prepare it. This is a good example of where  one plus one equals three. Thank You.

� Ricardo Hausmann is Director of the Center for International Development and Professor of the Practice of Economic Development at Harvard University.


� Celtic Tiger is a term used to describe the economy of Ireland during a period of rapid economic growth between 1995 and 2007. The expansion underwent a dramatic reversal from 2008 with GDP contracting by 14% and unemployment levels rising to 14% by 2010.
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