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DefinitionsDefinitions
Social capital: society’s commitment as a resource.Social capital: society’s commitment as a resource.
Social Capital: a set of norms that promotes cooperation Social Capital: a set of norms that promotes cooperation 
among individuals or groups. Trust is what makes among individuals or groups. Trust is what makes 
cooperative norms operative (Fukuyama).cooperative norms operative (Fukuyama).
Social Capital translates ties into actions.Social Capital translates ties into actions.
Social Capital is a stock that conditions development. Social Capital is a stock that conditions development. 
Accumulation rests on successful cooperation experiences.Accumulation rests on successful cooperation experiences.
Social Capital (Putnam and Gross): Social Capital (Putnam and Gross): 
–– formal vs. informalformal vs. informal
–– extended vs. limitedextended vs. limited
–– inward vs. outward orientedinward vs. outward oriented
–– bridgebridge--building vs. bonding.building vs. bonding.



DemocracyDemocracy--DevelopmentDevelopment--Social Capital.Social Capital.

Modern liberal democracy  needs abundant social Modern liberal democracy  needs abundant social 
capital: a dense civil society, capital: a dense civil society, 
The relationship social capital/development is The relationship social capital/development is 
determined by the radius (extension) of trust:determined by the radius (extension) of trust:
–– Informal, limited, inwardInformal, limited, inward--oriented and bonding can be a oriented and bonding can be a 

liability for development.liability for development.
–– Formal, extended, outward oriented and bridge building Formal, extended, outward oriented and bridge building 

can reduce transaction costs in coordination can reduce transaction costs in coordination 
mechanisms and strengthen governance.mechanisms and strengthen governance.

Shared information reduces uncertainty.Shared information reduces uncertainty.
Coordination reduces opportunistic behavior.Coordination reduces opportunistic behavior.
Successful experiences invites further cooperation.Successful experiences invites further cooperation.
Collective decision making enhances equity. Collective decision making enhances equity. 



DefinitionsDefinitions
Social capital is created by cultureSocial capital is created by culture (religion, tradition, history).(religion, tradition, history).

Social capital arises from repeated interactionsSocial capital arises from repeated interactions (cooperation as a result of (cooperation as a result of 
self interest).self interest).

Building social capital = building trustBuilding social capital = building trust. A cultural process.. A cultural process.
–– Format adapted to country and stakeholders.Format adapted to country and stakeholders.
–– Trust builds on common vision among stakeholders: diagnosis and Trust builds on common vision among stakeholders: diagnosis and priorities.priorities.
–– Trust builds on success.Trust builds on success.
–– Trust builds on equality.Trust builds on equality.
–– Trust builds on institutions (formal, transparent, efficient).Trust builds on institutions (formal, transparent, efficient).

Globalization and its demand for systemic competitiveness a stimGlobalization and its demand for systemic competitiveness a stimulus to ulus to 
social capital formationsocial capital formation..

Social Capital is usually measured as the sum of the membership Social Capital is usually measured as the sum of the membership of all groups in of all groups in 
a society, weighted by their civic commitment, which in turn depa society, weighted by their civic commitment, which in turn depends on the trust ends on the trust 
they have on major institutions.they have on major institutions.



GovernmentsGovernments, , publicpublic policypolicy andand
social capitalsocial capital

Governments can promote social capital:Governments can promote social capital:
–– Education: social rules and norms.Education: social rules and norms.
–– Rule of law: stable and safe environment for interactions.Rule of law: stable and safe environment for interactions.
–– Provision of spaces for positive and inclusive social interactioProvision of spaces for positive and inclusive social interaction. n. 

Cooperation is a result of practice.Cooperation is a result of practice.
–– Empowerment of civil society.Empowerment of civil society.

Practicing cooperation, two approaches:Practicing cooperation, two approaches:
–– National approach (Europe, particularly Northern Europe and National approach (Europe, particularly Northern Europe and 

Scandinavia).Scandinavia).
–– Partial approach.Partial approach.

Sectoral , piecemeal (Chile).Sectoral , piecemeal (Chile).
Social, embedded autonomy, Evans. (Korea)Social, embedded autonomy, Evans. (Korea)



Governance and social capital:Governance and social capital:
high correlationhigh correlation

Source:CSource:C Wetzel, R Wetzel, R inglehartinglehart, F Deutsch “Social Capital, Voluntary Associations and Collecti, F Deutsch “Social Capital, Voluntary Associations and Collective Action: ve Action: 
Which aspects of social capital have the greatest “civic” payoffWhich aspects of social capital have the greatest “civic” payoff” in Journal of Civil Society, Sept. 2005.” in Journal of Civil Society, Sept. 2005.



Scandinavia: impressive outcomesScandinavia: impressive outcomes

3 out of top 5 in Competitiveness3 out of top 5 in Competitiveness
3 out of top 5 in equal Income Distribution3 out of top 5 in equal Income Distribution
3 out of top 6 in Human Development Index3 out of top 6 in Human Development Index
4 out of top 5 in OECD Tax Burden4 out of top 5 in OECD Tax Burden
4 out of top 6 in least Corruption Index4 out of top 6 in least Corruption Index
4 out of top 7 in Happiness Index 4 out of top 7 in Happiness Index 
5 out of top 6 in quality of Democracy5 out of top 6 in quality of Democracy



ChileChile--KoreaKorea 2005/62005/6

4021Corruption Index 2005 (ranking)
31.657.1Gini Coefficient

2837Human Development Index (ranking)
21.717.9Net Tax Burden

2427Competitiveness index 2006 (ranking)
5.6 (2º)4.4 (9º)Rate of Growth 1983-2005
21.85011.470GNP ppp (U$ dollars)

15.8305.870GNP pc (U$ dollars)

48.30016.295Population (thousands)

KOREACHILE
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ChileChile’’ss Social CapitalSocial Capital

Organizations per 10.000 Organizations per 10.000 
inhabitantsinhabitants

Argentina      22Argentina      22
France          39France          39
Hungary        44Hungary        44
Switzerland  139Switzerland  139
Austria          107Austria          107
Chile               56Chile               56

Source: “The New Civic Atlas” CIVICUS, 1997.Source: “The New Civic Atlas” CIVICUS, 1997.

Number of members in Number of members in 
organizationsorganizations (accumulated (accumulated 

percentage relative to population)percentage relative to population)

Netherland           242Netherland           242
Sweden                205Sweden                205
Norway                 188Norway                 188
Mexico                    93Mexico                    93
Chile                       81Chile                       81
Italia                        77Italia                        77
Japan                      20Japan                      20
Spain                       15Spain                       15

Source: World Value Survey (ICPRS), 1990.Source: World Value Survey (ICPRS), 1990.



Social participation in Chile, 2004Social participation in Chile, 2004
(percentage of adult population that participate in social organ(percentage of adult population that participate in social organizations)izations)

Protection of rights                 23.Protection of rights                 23.
CommunityCommunity--Solidarity             44.Solidarity             44.

Religious                                        26.Religious                                        26.

No Participation                      33.No Participation                      33.

Source: Human Development Report 2004, UNDPSource: Human Development Report 2004, UNDP



SupportSupport toto DemocracyDemocracy
((percentagepercentage))

Year Chile Latin-america
Support to Democracy 1995 54 61

2000 57 60
2004 57 53

Satisfaction with Democracy 1996 27 27
2004 40 29

Source:Latinbarometer



PracticingPracticing CooperationCooperation atat thethe
NationalNational LevelLevel

National VisionNational Vision
–– National Agreement, 1990.National Agreement, 1990.

Labor and income agreements 1990Labor and income agreements 1990--93.93.
–– Development Forum, 1994Development Forum, 1994--1999.1999.
–– Social Dialogue Council, 2000Social Dialogue Council, 2000--02.02.

Major agreements:Major agreements:
–– Knowing each other, new ways of relating.Knowing each other, new ways of relating.
–– Development model.Development model.
–– Free trade agreements.Free trade agreements.
–– Development programs Development programs ((SMEsSMEs, Competition, Training, Permits), Competition, Training, Permits)

–– Social Protection and Unemployment insurance.Social Protection and Unemployment insurance.



PracticingPracticing CooperationCooperation

SectoralSectoral Agreements and ReformsAgreements and Reforms

–– Education (1992, ongoing)Education (1992, ongoing)
–– Labor (1992, ongoing)Labor (1992, ongoing)
–– Environment (1992Environment (1992--93)93)
–– Judicial (1994Judicial (1994--98)98)
–– PPP infrastructure and public utilities (1994PPP infrastructure and public utilities (1994--98)98)
–– Health (2001Health (2001--2004)2004)
–– ProPro--growth (2001growth (2001--2)2)
–– Modernization of the State (2003)Modernization of the State (2003)
–– Social Security (2006, ongoing).Social Security (2006, ongoing).



TwoTwo successfulsuccessful examplesexamples: : 
ProPro--growthgrowth andand StateState ModernizationModernization

Pro growth: Explicit agreement between Pro growth: Explicit agreement between 
government and business, tacit agreement from government and business, tacit agreement from 
political parties. Plural collaboration of Think political parties. Plural collaboration of Think 
Tanks.Tanks.
Modernization of the state: explicit agreement Modernization of the state: explicit agreement 
among all political parties, tacit agreement from among all political parties, tacit agreement from 
social partners. Collaboration of Think Tanks.social partners. Collaboration of Think Tanks.
Both arise from a conflictive situation and enabled Both arise from a conflictive situation and enabled 
a successful resolution of the conflict.a successful resolution of the conflict.
Clear link with budgetary process: targets, Clear link with budgetary process: targets, 
evaluation and feedback.evaluation and feedback.



ProPro--growthgrowth AgendaAgenda

ProPro--competitivenesscompetitiveness
–– Tax tribunals: certainty, autonomy, reducing costs.Tax tribunals: certainty, autonomy, reducing costs.
–– Institutions for competition policy.Institutions for competition policy.
–– Economic tribunals.Economic tribunals.
–– New legislation on bankruptcy.New legislation on bankruptcy.
–– New regulatory legislation for energy sector.New regulatory legislation for energy sector.
–– New legislation to regulate fishery and aquiculture.New legislation to regulate fishery and aquiculture.
–– Environmental legislation: green bonds.Environmental legislation: green bonds.
–– Transparency and equity in purchases of arm forces.Transparency and equity in purchases of arm forces.

Modernization of the State and I.T.Modernization of the State and I.T.
–– Law that regulates electronic signature.Law that regulates electronic signature.
–– Transparency and competition in government purchases.Transparency and competition in government purchases.



ProPro--growthgrowth AgendaAgenda

Reducing burocracy.Reducing burocracy.
–– Fatal dates for permits (administrative silence).Fatal dates for permits (administrative silence).
–– Increase electronic permits and exchange with government.Increase electronic permits and exchange with government.

Taxes.Taxes.
–– Tax benefits to foreign investors that use Chile as an export plTax benefits to foreign investors that use Chile as an export platform.atform.
–– New regulation on depreciation of capital.New regulation on depreciation of capital.
–– Reduction of taxes in financial transactions.Reduction of taxes in financial transactions.
–– Further reduction for SMEsFurther reduction for SMEs

Financing for University studies.Financing for University studies.
–– Additional funds for scholarships.Additional funds for scholarships.
–– New credit system for students in public Universities.New credit system for students in public Universities.
–– Credit system for students in private Universities.Credit system for students in private Universities.



ProPro--growthgrowth AgendaAgenda

EmploymentEmployment andand labor labor legislationlegislation..
–– Subsidies Subsidies forfor youthyouth employmentemployment withwith training.training.
–– Labor Labor protectionprotection forfor short short termterm employmentemployment..
–– CreationCreation ofof ChileChile-- Califica Califica permanentpermanent educationeducation andand training training forfor labor labor forceforce..
–– VoluntaryVoluntary savingssavings shemesheme toto suplementsuplement unemploymentunemployment insuranceinsurance..

PromotionPromotion ofof ExportsExports..
–– ReducingReducing fromfrom 6 6 monthsmonths toto 20 20 daysdays thethe grantinggranting ofof permitspermits toto storagestorage

exportsexports andand importsimports..
–– WTO WTO proofproof systemsystem ofof taxtax returnsreturns forfor exportsexports..
–– PublicPublic officialsofficials speciallyspecially enchargedencharged ofof reducingreducing time in time in grantinggranting permitspermits andand

licenseslicenses..



ModernizationModernization ofof thethe statestate: : 
transparencytransparency andand probity.probity.

RedefinitionRedefinition ofof governmentgovernment apparatusapparatus
–– MinistriesMinistries formulateformulate policiespolicies..
–– ServicesServices executeexecute actionsactions..
–– SuperintendenciesSuperintendencies exerciseexercise control.control.

ReformsReforms in in ParliamentParliament
–– ProhibitionProhibition forfor parlamentariansparlamentarians toto havehave statestate contractscontracts..
–– ProhibitionProhibition forfor parlamentariansparlamentarians toto be in be in thethe BoardBoard ofof DirectorsDirectors ofof privateprivate

enterprisesenterprises..

Judicial Judicial ReformReform ((additionaladditional))
–– PreventionPrevention ofof conflictsconflicts ofof interestsinterests ((inabilitiesinabilities).).
–– TransparencyTransparency ofof allall actionsactions andand proceduresprocedures..



Modernization of the state: Modernization of the state: 
transparency and probity.transparency and probity.

ReformsReforms forfor publicpublic employeesemployees..
–– Inabilities for public employment (relatives, pending legal issuInabilities for public employment (relatives, pending legal issues, previous es, previous 

contracts).contracts).
–– Declaration of interests and wealth.Declaration of interests and wealth.

Transparency and probity, penalties for:Transparency and probity, penalties for:
–– Unlawful use of privileged information.Unlawful use of privileged information.
–– Lobbying.Lobbying.
–– Action on issues for personal interest.Action on issues for personal interest.
–– Avoid public tender.Avoid public tender.

Incompatibilities.Incompatibilities.
–– Unable to provide professional services on areas related to the Unable to provide professional services on areas related to the institution.institution.



Modernization of the state: Modernization of the state: 
transparency and probity.transparency and probity.

Government purchases.Government purchases.
–– Transparent requisites for government purchases and contracts.Transparent requisites for government purchases and contracts.
–– Electronic purchases for all government services.Electronic purchases for all government services.

Public Financial Administration.Public Financial Administration.
–– Outcome indicators for all programs.Outcome indicators for all programs.
–– Evaluation of all programs.Evaluation of all programs.
–– Comprehensive evaluation of government expenditure.Comprehensive evaluation of government expenditure.
–– Programs to improve executionPrograms to improve execution--

Equal rights.Equal rights.
–– Equal access and time limits for public procedures.Equal access and time limits for public procedures.
–– Ombudsman.Ombudsman.



Modernization of the state: Modernization of the state: 
transparency and probity.transparency and probity.

Control of public activities.Control of public activities.
–– Internal Auditing Council.Internal Auditing Council.
–– Autonomous Comptrollers Office.Autonomous Comptrollers Office.
–– Auditing from Parliament.Auditing from Parliament.

Citizen’s participation.Citizen’s participation.
–– Mandatory dialogue with civil society before decisions on executMandatory dialogue with civil society before decisions on execution of ion of 

public projects.public projects.
–– Citizen’s participation law.Citizen’s participation law.

Regulation of financing of political parties Regulation of financing of political parties 
and campaigns.and campaigns.
–– Regulatory law for financing political activities.Regulatory law for financing political activities.



LessonsLessons andand ConclusionsConclusions
NationalNational AgreementsAgreements defineddefined frameworkframework andand providedprovided
basicbasic trusttrust..
–– DidDid notnot define define prioritiespriorities andand sequencessequences, , mostmost conflictiveconflictive issuesissues werewere

delayeddelayed..
–– DistributionDistribution ofof incomeincome remainedremained untoucheduntouched in dialogue in dialogue andand realityreality..
–– StrenghtheningStrenghthening thethe capacitycapacity ofof thethe weakerweaker playersplayers crucial crucial forfor leveledleveled fieldfield. . 
–– Crucial Crucial forfor majormajor (cultural) (cultural) reformsreforms: free : free tradetrade, , redefinitionredefinition ofof thethe role role ofof thethe

state:regulatorystate:regulatory, , privatizationprivatization..
–– InformationInformation andand transparencytransparency are crucial are crucial forfor participationparticipation andand social social 

commitmentcommitment..
WeackWeack andand//oror excludedexcluded social social actorsactors limitlimit thethe effecteffect ofof
cooperationcooperation..
–– ExclusionExclusion promotespromotes informalityinformality andand empowersempowers thethe powerfulpowerful..
–– InformalityInformality limitslimits thethe existanceexistance ofof ““programaticprogramatic”” politicalpolitical partiesparties..
–– StateState has has toto includeinclude: : subsidizesubsidize andand empowerempower thethe weackweack partnerspartners..



Lessons and ConclusionsLessons and Conclusions

SectorialSectorial reforms: positive outcome induces reforms: positive outcome induces 
cooperation, undealt national issues cooperation, undealt national issues 
reproduce themselvesreproduce themselves
–– Agreements are easier to reach in conflictive situations: crisisAgreements are easier to reach in conflictive situations: crisis as an as an 

opportunity.opportunity.
–– Limited reforms are easier to complete: build on success.Limited reforms are easier to complete: build on success.
–– Distributive issues (not agreed at the national level) could notDistributive issues (not agreed at the national level) could not be dealt with.be dealt with.
–– Quality (balance and representation) of the agreement determinesQuality (balance and representation) of the agreement determines speed speed 

of reform.of reform.

Social Capital strengthens internal stability Social Capital strengthens internal stability 
and external trustand external trust


