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INTRODUCTION 

This paper is one of a number of economic and social policy backgrowid papers written as part 
of the research project on "Urban Poverty and Social Policy in the Context of Adjufflllentn being 
undertaken by the Urban Development Division of the World Bank in Ecuador, Hungary, the 
Philippines and Zambia. 

This is a �kground review paper of recent evidence and policy responses. Its purpose is 
threefold. First, it reviews the available evidence on urban poverty in developing countries in the 
context of structural adjustment and macroeconomic policy reform during the last decade. 
Second, it describes the relationship, under conditions of adjustment, between macroeconomic 
policy changes and urban microlevel outcomes at both household and intrahousehold levels. 
Third, it assesses the ability of compensatory measures to alleviate particular problems that urban 
populations in specific countries have experienced during periOOl> of adjustment. 



EXECUTIVE SUMMARY

The purpose of this paper is threefold. First, it reviews the available evidence on urban
poverty in developing countries in the context of structural adjustment and macroeconomic policy
reform during the past decade. Second, it describes the relationship, under conditions of
adjustment, between macroeconomic policy changes and urban microlevel outcomes at both
household and intrahousehold levels. Third, it assesses the ability of compensatory measures to
alleviate particular problems that urban populations in specific countries have experienced duning
periods of adjustment.

Several important reasons exist for undertaldng such a review. First, the World Bank has
concluded that over the last decade adjusting countries have shown a better growth record, with
greater improvements in socioeconomic indicators, than non-adjusting countries. Evidence has
shown, however, that adjustment policies are not accelerating social progress where it is most
needed, with little impact on long-term chronic poverty (Kakwani, Makonnen and van der Gaag,
1990).

Second, in many developing countries, the debt crisis and recession of the past decade and
the resulting stabilization and structural adjustment loans (SALs), have had different implications
for various social and economic groups m both rural and urban areas. While the overall incidence
of poverty may have declined at the national level, as the 1990 World Development Report notes,
this is not necessarily the case at all local levels. Restructuring of the rral/urban terms of trade,
as well as exchange rate movements, for instance, have put some sectors of the urban population
at particular disadvantage (World Bank, 1990c,l).

More recent estimates presented in the 1992 World Development Report reveal a negligible
reduction in the incidence of poverty in developing countries during the second half of the 1980s.
Further, due to the severity of the recession of the late 1980s and the disappointing progress
made in several developing countries, the absolute number of poor increased by more than 100
million during the 1985-1990 period (World Bank, 1992, 29-30).

Third, although policy makers increasingly have recognized the effects of adjustment in the
political, economic, and social arenas, they have not yet unified their concerns as an urban issue.
Macroeconomists seem relatively unconcerned about the disproportionately heavy impact of
economic change on the city and its residents (Cohen, 1990, 53).

The most serious constraint in undertaking such a review relates to the lack of adequate or
reliable data. Both Bank and non-Bank sources are cited to present as objective and
multidimensional view of the issues as possible. However, ultimately, as in any review of existing
data, the validity of all of the data cannot be vouched for. In addition, the review focuses on
issues that do not lend themselves to quantitative assessment, such as relationships between
factors which increase or decrease household impoverishment. Here the review relies heavily on
qualitative work, particularly of women in development (WID) researchers.
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Since the accuracy of each data source cannot be individually verified, there are important
limitations to a review such as this. Its purpose, however, is not to compare the relative situation
of urban poverty in different developing countries experiencing debt, recession, structural
adjustment, or economic refonn. It is rather to present a description of the situation currently
confronting urban low-income households in developing countries, from a cumulative diversity
of different data sources, and from this to reach some very general conclusions to assist policy
makers and researchers.

In any review of poverty in the context of economic reform and adjustment, a number of
further qualifications need to be raised at the outset. Above all, the issue of the counterfactual
must be recognized. Over the last decade adjustmeait-lending countries have shown a better
growth record, with greater improvements in socioeconomic indicators, than non-adjustment
lending countries (World Bank, 1990f). It is recognized, therefore, that while macroeconomic
reforms may not be sufficient to alleviate or reduce poverty, the situation might have been even
more serious for low-inoome populations, had no economic reform taken place.

The main conclusion of this review is that there is a clear association between macroeconomic
distortions and the process of impovenshment taking place in urban areas today. It is legitimate
to pay attention to short-term compensatory interventions. However, these cannot be sustained
unless thev shift their focus away from short-term objectives and seek solutions to the longer-
term structural problems associated with poverty. The only way to accomplish this objective is
to improve the human capital of the urban poor and to increase the productivity of their labor.
Major findings and recommendations of this review include the following:

T There have been differential impacts on the various categories of the poor. The
changes in food prices have particularly affected the "borderline" poor, increasing
their vulnerability. The changes in the labor market and wages have led often to the
impoverishment of the working classes, giving rise to the "new" poor. In many
contexts the plight of the "chronic" poor has been exacerbated by the changes in
prices, wages, and public expenditure.

* The targeting of food subsidies during adjustment can increase their effectiveness,
providing an important income transfer to the urban poor. In addition, the increased
private provision of infrastructure, for example transport, can ultimately enhance the
productive capacity of the urban poor.

v Under adjustment, the household is the primary unit of survival. Households have
developed various coping strategies to buffer the effects of the changes in prices,
wages/labor market, and public expenditure. These strategies tend to vary with the
context and among the different types of households given their differential access
to and control of resources.



iii

* The household is not an undifferentiated unit. Adjustment policies have had
differential intrahousehold impacts and have provoked distinct responses from
different members of the household. For example, where women or children have
relative lack of power and access to resources within the household, they can be
disproportionately affected.

* Policies should support strategies that emphasize employment growth and productivity
of the informal sector, such as community-based initiatives to cope with rising food
prices and reduced access to services.

* Policy makers should recognize women's roles as active participants in the
maintenance of household welfare. Because society in the past has recognized women
primarily for their reproductive role, policy makers often have not specifically
identified them in their productive role. Consequently interventions have not
adequately compensated households for adjustment-related income losses.

Since women are the prime users of local community services, cutbacks have affected
them disproportionately. Where community-level initiatives are developed to lower
costs, in most instances, they depend on unpaid female labor and time. To ensure the
reliability and sustainability of community-based service delivery of infrastucture,
policy makers should recognize women's role as community managers.

* In household coping strategies under adjustment conditions, children fiequently make
an important invisible contribution to the maintenance of household welfare. If future
human resources development is to be guaranteed, compensatory interventions should
include this in their design.

This paper is divided into three parts. Part I reviews the literature on the urban sector and
low-income households in the developing world during the 1980s. It examines the effects of
changes in prices, wages, and public expenditure that arise from macroeconomic reform at the
urban, household, and intrahousehold levels. A number of important questions arise:

* How have these changes affected the way that cities contribute to macroeconomic
development?

* Has urban poverty increased during the 1980s?

* Which categories of the poor have these changes affected and in what ways?

* What type of strategies have households developed to deal with the changing
macro policy environment, and what are the implications of these strategies for
different members of the household?



iv

Part II provides a comparative review of country experiences with compensatory
interventions, initiated to alleviate problems that urban populations experience under adjustment.
The evidence comes from more than 30 different compensatory interventions carried out in World
Bank projects in 12 countries.' These interventions include food and nutrition programs,
employment-income generating interventions, and social and econoiric infrastructure
interventions. Several fundamental questions are examined:

* Who are the urban population groups that need compensation during adjustment?

v What measures have countries undertaken to assist them to absorb the shocks that
they have experienced?

* How effectively have these messures reduced the soci*xl costs associated with
adjustment?

The review also discusses the processes by which policy makers identify compensatory
interventions and the institutional arrangements within which they carry them out. It assesses the
experience countries have gained so far from targeted compensatory interventions. In so doing,
the intention is to increase understanding of both the potential effectiveness and limitations of
these interventions in reducing the social costs associated with adjustment.

Finally, Part III highlights some of the main conclusions.

Backgmund to the Repoit

Significant economic growth characterized the 1960s and the early 1970s in many
developing countries. Since the mid-1970s, however, a combination of external shocks and
internal factors has interrupted this growth, particularly in Afnca and Latin America. These
shocks have included inappropriate domestic mlacroeconomic policies, the quadrupling of oil
prices, and the wealmesses in international commodity markets. Many developing countries have
experienced severe economic and financial crises. Facing unanageable public sector deficits and
substantial levels of extermal debt, many developing countries began to implement SALs. At zhe
same time, they initiated policy reforms aimed at producing extenal and internal equilibrium by
improving resource allocation, increasing economic efficiency, and stimulating long-term
economic growth (Ribe et al., 1990, 3). To date, about sixty-two developing nations, mainly in
Latin America and Afica, have undertaken SALs.

Efforts to induce extenal balance included expenditure-switching policies, such as
changes in relative prices, aimed at reallocating resources away from the production of non-
tradeable toward tradeable goods. Countnes also adopted expenditure-absorption policies such

1. For the sake of brevity the summary excludes both detailed references to specific countries and the citation of
all sources. These can all be found in Volume 11 which includes an extensive bibliography.
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as reductions in consumption, government expenditure, and investment in efforts to promote
internal equilibrium. Finally, many adopted reforms to stimulate growth through the reduction
or elimination of product and factor market distortions.

In the early years of adjustment lending many were optimistic, believing that such
programs would be temporay. They believed that as growth resumed, poverty would continue
to diminish (Ribe et al, 1990). Yawever, nearly a decade later it is evident that the adjustment
process is taking longer than many anticipated. Additionally, the restoration of sustained growth
often har been both difficult and protracted. In the short term, therefore, high transitional social
and economic costs occur because of the structural ard political constraints countries experience
during implementation.

Structural constraints to a smooth transition involve both -lipply constraints-such as price
rigidities-as well as demand constraints resulting from policies aimed at demand management
to enable overall macroeconomic balance, and fiscal constraint leading to the rationalization of
public expenditure and a consequent reduction in public employment (Demely and Addison,
1987).

Political constraints have caused delays in the implementation of adjustnent programs.
Although policy makers may recognize macroeconomic reforms as essential components of
sustainable economic growt, perceived political implications have limited governments'
willingness to carry out such programs. As a cons.>quence, several countries have either heavily
diluted these programs or abandoned them.

A publication from UNICEF, entitled Adjustment with a Human Face (Cornia et al, 1987),
highlighted the "social costs" of adjustment. This study provided empircal evidence of the
deterioration of social conditions in ten countries undergoing adjustnent. Some questions have
arisen about the rigor of the analysis this study presented. Its findings, however, -licited a call
for reassessing the inmpact of adjustment policies on the poor within developing countries
(Behrman and Deolalika, I " ').

Consequently, countries adopting SALs have taken action at various levels to offset the
costs of macroeconomic adjustment. These actions have included reallocation of public
expenditure toward those sectors that are of particular concern to the poor, such as primary health
and education, and the incorporation within SAJ s and SECALs of measures aimed at protecting
the poor (World Bank, Adjustment Lending Policies for Sustainable Growth, 1990, 35).

In conjunction with these reforms, countries undertakdng SALs also have initiated
compensatory interventions aimed at reducing the short-term costs associated with the adjustment
process. Countries have aimed these measures specifically to help those target groups most
adversely affected. The interventions incorporate income-generating and income transfer pr,)grams
as well as social safety nets. They include nutrition and food assistance interventions, designed
to offset income and consumption losses arising from changes in prices. Policy makers also have
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launched employment generation interventions to offset loss of income and consumption arising
from changes in the labor nmaket. Finally, developing countries have initiated social and
economic infraistructure interventions to enhance basic social and economnc services.

The Analytial Fmamewo*i for the Review

Severe methodological difficulties rise in trying to develop an explanatory franework
that can identify the nature of the linkages through which changes in the macroeconomic and
policy environment affet individuals and households. At the moacro level, it is difficult to
separate the impacts of extemal and intemnal shocks and policy mismanagement from the impacts
of stabilization and structural adjustment. It is also difficult to define the causal relationship
between specific policy mrasures on particular income groups since most frequently it is a
combination of measures which simultaneously affect both the economy and society.

In addition, at the household and intrahousehold levels, developing a methodology to
assess the relative effects of different interventions is problematic. One reason is that these levels
represent the results of multifaceted relationships between different macro and micro level
factors. The declining health status among low-income urban households, for example, may not
occur solely because of cuts in public health expenditure. They may also result from other local
factors, such as the quality of a family's housing, water and sanitation, or socio-cultural norms.

Nevertheless, in addressing this issue of causality, policy analysts have identified three
causally interrelated levels-the macro, meso, and micro-levels. The SDA Unit and UNICEF, and
Many other organizations, have used these concepts in their work.2 This review also has adopted
such a framework and analyzes the impact of macroeconomic refonns at the meso and micro
levels. However, it also extends the framework at the micro level to focus not only on households
but also on intrahousehold relationships.

Discussion at the macro level, involves an implicit assumption that the increased
dependence on the price mechanism under adjustment will lead to greater efficiency in allocating
and utilizing resources. This not only requires adjustnent at the aggregate level but also
behavioral changes at the household and intrahousehold levels. However, there are many "meso-
channels" through which macrocecononuc reforms affect responses and outcomes at the
microlevel. In the urban context, these include changes in prices, wages, employment and public
expenditure.

Where there are direct linkages between changes in the macropolicy environment and the
microlevel outcome, these are identified. One such example is the unemployment that can result
from retrenchment in the civil service. In most cases, however, the linkages are multifaceted and

2. The meso-economic level has been defined by the World Bankls SDA Unit as 'the variables which come between
the macropolicy interventions, on the one hand, and the microlevel (or household level) variables on the other'
(World Bank, Analysis Plan for Understanding the Social Dimensions of Adjustment, 1990).
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often indirect. In this case, the review can only identify the potential association. A frequently
cited example here is the in&ect linkage between food price increases and changes in household
nutrition and health status.

Having reviewed the micro-level impact of changes in prices, wages, employment, and
public expenditure, the paper then assesses the effectiveness of targeted compensatory
interventions that countries undergoing adjustnent have initiated. Three major categories of
compensatory interventions are appraised:

* Nutrition and food assistance interventions aimed at ameliorating income, and
consumnption losses arising from changes in the price and availability of
conswnption goods, particularly food items.

* Employment-income generation interventions which countries have undertaken to
offset income and consumption losses arising from changes in the composition and
level of employment and wages.

• Social and economic infiastructure inter'-ntions aimed at cutting losses resulting
from reductions in public expenditure on the provision of social and economic
infrastructure and services.

In assessing the effectiveness of these interventions several criteria are used. The appraisal
of nutrition and food assistance progmms is made in terms of both their effectiveness as income
transfers and their coverage. Employment and income generation interventions are appraised iri
terms of their cost effectiveness in providing employment and income to intended beneficiaries.
The effectiveness of social and economic interventions is made in terms of their ability to
improve the availability of basic social a-id economic services to target beneficiaries.

In conducting such a comparative assessment, several important considerations must be
taken into account First, countries initiating compensatory interventions have used differing
approaches in designing these interventions. Some countries have designed interventions aimed
at addressing issues prevalent within a specific sector such as in nutrition, employment, etc.
Others have designed a portfolio of interventions consisting of a multisectoral package of actions
within several sectors.

Second, countries have used differing institutional arrangements to administer and execute
compensatory interventions. Some countries have delegated the responsibility for the execution
of compensatory interventions to existing govenmmental agencies while others have established
new institutional structures, such as Social Investment Funds, to undertake this taslk Further, in
some cases, countries have used nongovernmental agencies, such as NGOs and community and
other local level organiations, to administer interventions.



viii

Third, the level of beneficiary participation in the selection of compensatory interventions
differs among countries. In some instances, countries have used a "oemand-driven" approach,
responding to the specific needs of targeted beneficiaries. Other countries have utilized a supply-
driven approach, identifying interventions with minimal beneficiary participation.

Fourth, countries have utilized differing financing mechanisms to fund interventri -s. In
some cases, resources have been generated from both domestic and external sources, such as
donor agencies. In other instances, financing for interventions has been generated from
govemment budgetary resources.

The Uuban Impacts of Stmcturn Adjustnent

The present review involved sifting of Bank and non-Bank studies searching for evidence
to miake an accurate analysis of the impacts of the various components of adjustment on pnces,
wages, and public expenditure. The overall goal was to make a preliminary assessment of their
impact at the urban, household, and intrahousehold levels. These components of adjustment
include devaluation, trade policy, market refonrn, fiscal and monetary policy, and institutional
reform. Among the key findings:

e Urban prices, especially for food, have increased sharply in many countries. At the
same time policy makers have adopted subsidy removals and other measures to
eliminate distortions in the economy and to allocate resources more efficiently.

• Households have developed a range of coping strategies which include changing
consumption and dietary patterns and adjusting expenditure in the direction of
cheaper and often times less nutritious goods. Intrahousehold and community level
initiatives have also been developed.

* Women and children are "at risk" in households where the distribution of
consumption favors males and income-eaning adults.

* Women bear most of the responsibility of coping with increased prices and
shrinling incomes since in most instances they are responsible for household
budgeting and maintenance.

* Geneally, the desired shift in labor from the production of non-tradeable to
tradeable goods is taking place, but this is accompanied by such changes as
increasing unemployment and underemployment and declining wage levels.

* The restructuring of the public sector in many instances has meant widespread
retrenchment, reductions in the growth of public employment, and wage freezes
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* In response to labor market changes, household size and composition have
changed and adaptations made in the domestic life cycle. For example, the number
of income eaniing adults in the household can increase, as can the dependence on
remittances from abroad.

* More women and children are enterng the work force to compensate for
households' income losses.

* Cuts in public expenditure under adjustment have led to deficient provision in
infrastructure and services, which in tum may affect urban economic activity.

* Where public cutbacks have occunred, more responsibility has been placed on
private enterprise, households, and communities to provide services.

* The introduction and/or increase in user fees for both economic and social services
have, for very poor fiamilies, constrained household budgets in tenrs of other
expenditures.

Eabomulon of Findings

Pdces

Price changes serve larger macroeconomic goals. The urban poor, however, in the short-
tem generally bear the brunt of increases in the price of consumption items, particularly food.
At the same time, households develop strategies aimed at making the best of their low and
declining resources.

Evidence from cities as diverse as Manila, Dar es Salaam, Guayaquil, Mexico City, and
Guadalajara indicates that households changed their consumption and dietary patterns and
adjusted household expenditure in many instances in the direction of cheaper and less nutritious
substitutes. There has also been an increase in household self-provisioning, particularly through
the cultivation of staples on family plots, as in cities such as Sio Paulo. Both womnen and
children also have increased their participation in the labor market. At the community level, local
authorities have encouraged communities to purchase stapse food items in bulk quantities.

An assessment of these strategies has identified three main limitations. First, though some
of these strategies, such as the increased use of child labor, may serve to maintain consumption
levels in the short run, in the longer term, they are of limited or negative value to poor
households. The effects of other responses, such as changes in the dietary pattern and the
reduction in the number of meals per day, have both immediate and longer term negative
consequences. Community initiatives may prove to be positive, particularly in the short and
medium term. To the extent that they rely on the unpaid labor of women, however, the long run
ability of such programs to sustain themselves is questionable.
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Intrahousehold dynamics also involve additional important problems. Women and children
can constitute a high risk group where they lack equal access to food and other resources.
Women, however, are not merely victims of skewed intrahousehold distribution. Gender division
of household labor allocates the responsibilities of budgeting and maintenance of household
welfare to them. They are, therefore, pivotal in putting livelihood strategies into operation.
Increasingly, women have to juggle their reproductive, productive, and conmnunity managing
roles to meet the needs and requirements of other household members.

Wages and Labor Mauket

The evidence so far suggests that, by and large, the desired shift in labor resources from
non-tradeables to tradeables is taling place. Asian countries have been relatively successful in
incwreasing manufactuTing employment. In Latin America and Africa, the shift into tradeables has
occwred largely because of the shift back into agriculture and out of government employment.
Changes in sectomal wages also have encouraged this shift. At the same time, however, the
unemployment rate in such countries as Argentina, Bolivia, Brazil, Chile, Cote d'Ivoire, Ghana,
Kenya, and Malaysia, has increased. Other important quantitative changes in the labor market
include increases in underemployment and in the labor force participation rate, particularly among
women. in many of the countries surveyed, an overall decline in real wages has accompanied
these trends.

Varying degrees of regulation and control of labor in the economy, can influence the
performance of the labor market However, labor market institutions often appear to be symptoms
of underlying political and economic forces which make adjustnent difficult. Sometimes, policy
makers unfairly blame these institutions. In certain contexts-the Caribbean, the Philippines,
Egypt, for example-international migration provided an important safety valve for the
unemployed and others coping with falling real wages. Restructuring the public sector in many
instances has meant widespread retrenchment, reductions in the growth of employment and
capping of wages.

Labor maket trends have implications for the urban sector. Primarily, contaction of
manufacturing and industrial production and the public sector has impoverished the so-called
"newt poor-a highly visible and politically vocal group. This contraction has affected the
chronic poor more indirectly. One result has been an increasing concentration of retrenched
formal sector labor into the informal sector. This, in tum, has depressed earnings in the informal
sector. The growth of export-oriented industries and their location in secondary cities has
produced an impact on the urban spatial environment In Latin America, for example, prinmry
cities declined in growth while secondary cities such as Bella Union, Artiga, Maldonado, and
Punta del Este, continue to grow.

In the face of labor narket changes, the household is the critical unit for survival. Studies
in Guayaquil, Mexico City, and Guadalajara document this conclusion. They indicate that as
household size and composition change, households adapted their domestic life cycles to
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counteract the effects of increased unemployment, underemployment, and falling nominal and real
wages. Dependence on remittances from abroad also has increased. Many of these strategies have
become important for the new poor in recent times but have constituted a way of life for the
chronic poor for a long time.

An examination of the intra-household dimension of labor market changes demonstrates
the importance of specific gender issues. Women have been both victims and beneficiaries of the
process. Their concentration in the non-tradeable sectors such as services and commerce has
meant that they have suffered disproportionately. Where economic reform has been accompanied
by the spread of export-oriented industries, this has provided increased female opportunities for
wage-eaning employment.

In many instances, while women have increased their participation in productive work
men have not engaged more actively in child care. This has generated increased pressure on
women to balance their time, and forced elder siblings, usually females, to take up the slack.

Public Expenditue

The effects of structural adjustment on public expenditures for health, education, and other
services have varied. No discernible pattern has emerged. Lack of a rigorous methodology, and
inadequate data, have caused analyses of the impacts of adjustment on the various sectors, and
the household, to be inconclusive. However, where reductions have taken place, it is evident that
they have implications for the urban sector. Deficient provision of economic and social
inWastructure undermines urban productivity and constrains the contribution of the urban
economy to macroeconomic growth. Case studies from Nigeria and the Philippines demonstrate
this conclusion.

In many instances, increased participation of the private sector, communities, and
households has accompanied the decline in public provision. Given the gender division of labor
within households, this has meant an increased workload for women, both in their reproductive
and community-managing roles. The introduction, or increase, in user fees also have added to the
already constrained budgets of poor urban households.

Appnuisl of Compensatoiy luteuvenlions

This paper reviews Bank and non-Bank documentation on thirty compensatory
interventions implemented in thirteen countries. It appraises interventions instituted to protect the
poor from the negative aspects of the adjustment process within three major categories: 1)
nutrition and food assistance; 2) employment and income-generation programs; and 3)
socioeconomic infrastructure interventions. Among the major findings:
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* Food and nutrition interventions can offset income and consumption losses that
may occur during the adjustment process. However, they must be designed taking
into account the intrahousehold distribution of the transfer provided.

* Successful food and nutrition interventions show that community participation is
essential to ensure program effectiveness and sustainability.

* Cash severance payments have been the most effective interventions for laid-off
civil servants, but they do not benefit the lower-level and unskilled workers who
need help the most.

* Public works employment schemes are effective in providing income to the urban
poor but this income is temporary and minimal.

* Employment and income generation schemes have not adequately addressed the
increasing role that children play as economic contributors to the welfare of the
household under conditions of adjustment.

* Complex institutional and administrative arrangements have marred the
effectiveness of some interventions designed to compensate for reductions in
public expenditure on social and economic inftucture and services. Simplified
and transparent institutional procedures and streamlined coordination are essential
to facilitate the timely implementation of these types of interventions.

- Utilizing local-level organizations, such as community organizations, NGOs,
volunteer organizations etc. in the identification and execution of interventions will
assist in the better identification of needs at the local level.

Elabonadon of Findings

Nuttlton and food assistance intervenlions

The major objectives of food and nutrition assistance programs are to counteract the
effects of income losses and reductions in purchasing power arising from price changes and the
reduction or elimination of subsidies. These programs aim primarily to provide food or food-
purchasing power to sustain nutrition and consumption levels for individuals and households
facing the greatest risk of deterioraton in living standards because of price changes. Food stamp
and food coupon programs primarily target young children and pregnant and lactating
mothers-the vulnerable groups. These groups generally are at greatest risk of increased
malnutrition arising from changes in the availability and prices of food items. If targeted
appropriately, food and nutrition programs can provide relief to selected beneficiaries.
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Case studies demonstrate that some of these programs have accomplished their goals.
Examples from Jamaica and Mexico illustrate the difficulties in detennining the exact level of
income benefit that these progrms will provide. Benefits depend on several factors including the
types of food items that coupons or stamps can purchase, the extent to which the poor consume
these food items, price levels of other consumption goods, and the size of the household. In
Jamaica, food coupon or stamp progams that did not take into account differences in household
size were ineffective in providing adequate compensation for reductions in purchasing power of
urban poor households.

Most nutntion and food assistance programs reviewed were designed specifically to act
as sectoral interventions. But some programs have also attempted to facilitate nutrition and health
education for target groups. Supplementation programs, for instance, aim to provide adequate
food to those high nsk groups to counteract potential reductions in consumption levels and to
guard against any deterioration in nutritional levels. Such programs have also encouraged poo;
children to attend school, while helping to improve their nutritional and health status. Policy
makers have considered these interventions as important incentives to enroll children in school
as attendance often involves substantial sacrifices for poor households where children work to
augment family incomes.

Community participation is essential for food and nutrition programs to succeed. This can
be in cash contributions as well as active work in the administration of the program. In the
Colombian HBI Program, for example, community participation was encouraged at all levels of
program activities and this helped to enhance both the effectiveness and sustainability of the
progam.

In several instances, the unpaid labor of mothers and other volunteers has been used in
the administration of food programs. The case of Madagascar demonstrates that the exclusive use
of volunteer workers to manage and administer these programs may lead to weakness in program
management and impair the sustainability of the program. This was so primarily because
volunteer workers were unable to provide their services without remuneration. Conversely, the
case of the Colombian HBI illustrates the point that compensation for work in these types of
progams may lead to program sustainability.

A substantial level of administrative coordination is necessary for targeted food and
nutrition interventions to succeed. Coordination is necessary at various levels; first, between
agencies involved in identifying target groups and planned interventions and those agencies who
have the primary responsibility to carry out these interventions; second, between these agencies
and those responsible for financing must be established, third, with the beneficiary communities
themselves.

The case of Jamaica demonstrates the importance of establishing an effective distnbution
system to carry out food coupon and stamp programs. In this instance, the use of the public
health system, which is extensive, enabled policy makers to select needy beneficiaries and to
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screen out the relatively wealty segnents of the population. In Mexico, on the other hand, use
of distribution outlets located in specified urban areas limited the level of coverage program
operators could attain. In this case, the milk coupon program effectively bypassed poor urban
families who did not live within communities where the distribution outlets were located.

Employment and Income Intententions

Experience to date in several countries demonstrates that some compensatory interventions
have succeeded only in providing minimal and temporary assistance to the urban poor.
Interventions such as severance payments and labor-intensive public works programs, with
adequate targeting, may be effective ways to provide temporary relief to the urban poor.

The case of Ghana demonstrates that cash severance payments may be the most effective
kind of intervention to reach redeployed workers. This type of payment did not adequately
compensate those of the new poor, such as lower level civil servants and un-skilled
personnel-those who may need compensation the most.

A major objective of redeployment programs is to encourage labor mobility in order to
achieve a better match between supply and demand within labor markets. Redeployment
programs which incorporate labor retraining will be effective only to the extent that they are
responsive to the needs of the retrenched workers and the demands of the labor market. The case
of Ghana illustrates that training progams provide little benefit unless they impart flexible skills
that will enable the redeployed to successfully seek employment in expanding sectors.

As the importance of the infonnal sector is highlighted, both as a source of employment
for the poor as well as a source of growth for the urban sector, it is essential to impart practical
skills to displaced workers that will enable them to participate effectively within this sector.

Labor-intensive public works programs that have proliferated in adjusting countries may
be effective in achieving two goals. First, they may rapidly employ displaced labor and thereby
immediately provide income. Second, they may rehabilitate or construct essential elements of a
social and economic infrastructure. If appropriate targeting mechanisms are utilized, such as low
wages and other hiring requirements, these programs may provide necessary income to the urban
poor. The case of the Chilean Programa de Empleo Minimo illustrates this point. While the short-
term effect is very desirable, the character of the safety nets means that longer terms goals are
best achieved through other measures.

One of the objectives of labor-intensive public works projects is to transfer some on-the-
job training to participants to enable them to seek work elsewhere once the temporary
employment ends. The experience of countries this review has examined suggests that these types
of interventions provide only a minimal level of on-the-job training. This is particularly true for
those workers who are engaged in low-productivity jobs, who, in most cases, will be the urban
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chronic poor. This phenomenon has particularly significant consequences for women because, in
most cases, they work in these types of jobs.

Socdal and Economic hnfwstuctue Interventions

Structural adjustment entails reductions in overall public expenditure. Reductions in public
spending on social and economic services may have significant negative impacts on human
capital development with consequent effects on labor productivity and overall economic growth.
In this context, several adjusting countries, in conjunction with measures aimed at reallocating
and rationalizing public expenditure, have taken immediate actions aimed at stemming the
potential deterioration in standards of living arising from cuts in public spending. A major goal
of these measures has been to improve social service delivery to the urban poor.

These initiatives have included provision of essential inputs such as textbooks, essential
drugs, and other materials as well as the rehabilitation and constuction of educational and health
facilities, water and sanitation infrastructure, and the provision of low-income housing.

In the cases reviewed, policy makers have employed two kinds of compensatory
interventions: demand-driven and supply-driven measures. Bolivia and Honduras have attempted
to use the former approach, soliciting requests for the financing of interventions from various
types of interventions, including public and private agencies and NGOs. In most cases,
beneficiary communities helped to identify and carry out interventions. Experience so far suggests
that beneficiary participation in project activities may lead to improved effectiveness and
consequently to the sustainability of the intervention.

Conversely, Ghana and S&o Tome and Principe utilized a supply-driven approach.
Experience suggests that this approach is less effective. First, since targeted beneficiaries play
a minimal role in identifying inteventions, the effectiveness cf the interventions to address their
needs is impaired and therefore benefits are likely to be limited. Second, because of minimal
beneficiary participation in the design of such interventions, their sustainability may be limited.

This review examined different institutional arrangements to implement social and
economic interventions. They include the establishment of a Social Investment Fund, and the use
of both existing official agencies and NGOs. The experience of Bolivia and Honduras show that
less complicated and transparent institutional procedures may be necessary to ensure the timely
implementation of interventions. Conversely, the experience of Ghana, Guinea-Bissau, and Chad
demonstrates that complex institutional procedures may inpede the swift execution of
interventions.

The cases of Bolivia and Honduras also show that NGOs may serve as effective
alterative vehicles to cary out social and economic interventions. This is particularly important
where governmental agencies, either because they lack the technical capacity or because of
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inaccessibility to specific areas, can not effectively cary out such interventions. NGOs may have
more experience in working with communities that official agencies have been unable to reach.

Measures to enhance access to social and econoraic infrastructure to the poor require
effective coordinating mechanisms. This is particularly so in instances where numerous agencies
are involved in carrying out such progms. The cases of Ghana, Sao Tome and Principe, and
Chad demonstrate that institutional and financial bottlenecks can block the success of these kinds
of interventions. Here the lack of effective coordinating mechanisms between implementing and
donor agencies led to severe delays in carrying out compensatory interventions.

Recommendations

This review has examined the way in which changes in pnces, wages, and public
expenditure have resulted in consumption and income losses and the reduced access of the urban
poor to basic social and economic services.

It is important for policy-makers to direct their attention to the implications of adjustment
in the urban context. It is essential to address these issues on both efficiency and equity grounds.
The negative social and economic impacts linked to adjustment and economic reform can
constran the productive capacity of households and firms. Given the linkages between the urban
economy and macroeconomic performance, this has significant repercussions for long-term
sustainable economic growtih It is also essential to address the issue of equity as an end in itself

There are also important political considerations. Macroeconomic policy initiatives can
adversely affect certain politically vocal groups, for example the "new poor." Policy-makers must
therefore recognize the relevance of the political context within which structural adjustment
programs are implemented. This has important implications for the design, speed. and timing of
the adjustment package. It is also important to effectively manage responses to the adjustment
process and forge alliances that will ensure the sustainability of the program.

This paper also indicates that compensatory interventions have not sufficiently addressed
the impacts of urban adjustment. While it essential to mitigate the short-term costs associated
with adjustment, structural impediments must also be overcome to ensure susainable economic
growth. In order to achieve this, once stabilization has occurred, compensatory interventions must
be reoriented to shift their focus from short-term objectives toward addressing longer term
structural problems associated with poverty. This can be accomplished by improving the human
capital of the urban poor and increasing their labor productivity.

Additionally, in the majority of cases, the implementation of these interventions has been
plagued by financial constraints and institutional bottlenecks. This has worked to severely limit
their effectiveness in addressing the needs of intended beneficiaries.
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It is not possible to recommend a particular institutional framework within which
compensatory irAterventions can be best implemented. This depends on differences in political and
socioeconomic contexts. However, in order to guarantee the efficiency and effectiveness of
compensatory interventions, a numnber of issues are important. Greater involvement of
community-level organizations should be encouraged both in the design and implementation
phases of compensatory interventions in order to better respond to the felt needs of intended
beneficiaries. It is essential to develop an institutional structure that incoiporates simplified
procedures. In addition, coordinating mechanisms among all agencies involved must be
streamlined. Intended beneficiaries must be properly identified, with the necessary data
disaggregated by gender and age. Finally a realistic assessment of the technical capacity of
agencies involved in the implementation of interventions must be included. For this reason,
institutional capacity building must be an integral part of the design of compensatory
interventions.

The performance of structurl adjustment has been largely evaluated by macroeconomic
indicators. However, this review shows that under adjustment, the household is the unit of
survival. Therefore, if one is to adequately address the particular needs of the urban poor, it is
imperative to intensify microlevel research from which policy can be formulated. In recognition
of this, the World Bank through the Living Standards Measurement Survey (LSMS) and the
varous surveys initiated by the Social Dimensions of Adjustment Unit, has taken steps in this
direction.

In addition, it is important for policy makers to examine and assess the efficiency and
equity of the survival strategies developed by households and comnunities and the extent to
which policy can improve their effectiveness. In so doing, policy should support those strategies
which emphasize the growth of employment and productivity of the informal sector and the
various community-based initiatives developed to deal with rising food pnces and the reduction
in access to services.

Adjustment policies have also had differential intrahousehold impacts and have provoked
distinct responses from different members of the household. Of the various initiatives undertaken
to compensate for losses incurred under adjustment, women are most frequently specifcally
targeted in their reproductive role as mothers and carers in food and nutriuon interventions.

The implementation of compensatory interventions often requires the extensive
participation of women at the community level. Where women are not remunerated, this can have
significant consequenc- s for the sustainability of the intervention.

Finally, the review shows that children have been adversely affected by the changes in
prices, wages, and the provision of public services. The evidence points out that the participation
of children in the labor market has increased. Also, in many contexts the nutritional status of
children, particularly those under five years of age, has deteriorated and their access to public
services, especially health and education, has declined.
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For these reasons, compensatory interventions targeted towards children have primarily 
attempted to redress nutritional impacts and those associated with declining access to services. 
However, to be successful, such interventions need to take account of household dynamics and 
the increasing eco»<>mic contribution to the household that children make under conditions of 
adjustment. 

Despite the severe limitations of both qualitative and qualitative da� the evidence in this 
review shows that there are linkages between macroeconomic distortions and the process of 
impoverishment taking place in urban areas of the developing world. What is still need� 
however, is more reliable longitudinal data on many of the issues raised in this review. The 
World Bank's Urban Development Division is currently undertaking a collaborative research 
project on "Urban Poverty and Social Policy in the Context of Adjustment" in low-income 
communities in Budapest,. Lu� Metro Manila, and Guayaquil. It is hoped that the results of 
this research project will contribute primary data to reach more comprehensive conclusions 
concerning the issues raised in this review. 
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L ANALYSIS OF TIE URBAN IMACT OF ECONOMIC
REFORM AND ADJUSTMENT

The first part of this review outlines the framework used and identifies four major
conceptual and definitional considerations that are important to recognize at the outset. The
review then documents evidence relating to changes in prices, wages and employment, and public
expenditure in developing countries experiencing adjustment and economic reforn. In each case
it seeks to detennine the effect such changes have had at urban, household, and intrahousehold
levels from the available documentation.

hmework for Documendng the Urban Impacts of Adjustnent

In such a review a number of questions arise. One of the most difficult concerns the issue
of causality. The crucial question is how to develop an explanatory framework that can identify
the nature of the linkages through which changes in the macroeconomic and policy environment
affect individuals and households.

At the macro level, it is difficult to separate the impacts of external and internal shocks
and policy mismanagement from the impacts of stabilization and structural adjustment. In the
African context, for instance, prior to adjustment, there had been a serious decline in the
provision of public infrastructure in many countries, and no effective mechanisms to sustain the
provision of economic and social services. Rapid inflation has also produced effects comparable
to a regressive tax, with the implicit taxation levied by means of the inefficient resource
allocation within the parastatal sector also having regressive effects. In identifying causality, it
is also difficult to isolate the effects of specific policy measures on particular income groups. In
most cases, it is a combination of measures which produces an impact simultaneously on both
economy and society.

At household and intrahousehold levels, developing a methodology to assess the relative
effects of different i,iterventions is also problematic. One reason is that these levels represent the
results of multifaceted relationships between different macrc and micro level factors. The
declining health status among low-income urban households, for example, may not occur solely
because of cuts in public health expenditure, which tend to characterize structural adjustment
loans (SALs). They may also result from other local factors, such as the quality of a family's
housing, water and sanitation, or socio-cultural norms.

Nevertheless, in addressing these issues, this review has followed the work of both
UNICEF and the World Jank's Social Dimensions of Adjustment Unit in identifying three
causally interrelated levels: the macro, meso, and micro levels. As illustrated in Figure 1, it
analyzes macroeconomic reforms in tenns of their impact at meso and micro levels, with the
latter including not only a household but also an intrahousehold focus.



2
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This review generally addresses five broad categories of macro adjustment policy
intervention:

* devaluation;
* trade policy;
* fiscal and monetary policy;
* market reforms; and
* other institutional reforms.

These policy interventions often combine to achieve major macro policy targets, such as
economic growth, and internal and extemal balance. They also serve to improve efficiency,
through resource reallocation, and equity, through poverty alleviation (World Bank, 1990a). It
is important to recognize, however, that the wider social and political context and changes in the
international enviromnent also determine the effectiveness of policy interventions.

As a recent Bank study has found, there are many meso "channels ", or conduits, through
which rmcro economic reforms affect responses and outcomes at the micro level. In the urban
context, the most important are prices, wages, and public expenditure (World Bank, 1991a, 9).
It is useful, therefore, to highlight the main characteristics of each.

* Pices. A range of policies has been designed to remove distortions (such as
deregulation of the market for agricultural produce), to reduce government
expenditure (such as reduction in subsidies on food, water, energy, and
tansport), to shift resources from non-tradeables to tradeables, and to correct
external imbalances (such as cunrency devaluation) that impose upward
pressure on domestic prices. It is important to identify how far policies such
as these affect the urban poor disproportionately in the short-term.

* Wages. Since the urban poor depend essentially on their labor, rather than on
owning assets, they are particularly vulnerable to changes in the labor market
in the short-term. Under adjustment, restrictive monetary and fiscal policies
affect the urban poor through contractions in urban labor markets. Further,
with the shift in urban investnent toward tradeable goods, the demand for
labor may have shifted within the urban labor market itself.

* Economic and Social Expenditine. Cuts in public expenditure usually are a
necessay component of adjustment programs, including reductions in public
health and education spending as well as infrastructure investment. These
sectors all tend to be disproporionately important to the poor (World Bank,
1991a, 9).

It is important to note that the channels the review de'scribes are not necessarily discrete.
Policies aimed at changing prices, for example, have significant impacts on the real value of
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wages. This paper assesses the effects of each of these channels at the urban, household, and
intrahousehold level.

At the urban level, the review considers specifically the impacts that disproportionately
affect the social and economic arrangements in urban areas. For example, changes in the structure
of incentives toward tradeable production under adjustment have affected the level of
employment and underemployment in such areas.

At the household level, it is important to recognize that they are not passive in the face
of structural changes. Households develop a range of coping strategies. In response to price
increases, for example, they may draw on their savings and shift their expenditures toward
cheaper goods. Laid-off workers in the formal sector may move into the urban informal sector
or return to rural areas. Secondary workers, often women, may enter the labor force, often in low
wage, low productivity activities, to supplement falling household income (World Bank, 1990b,
104).

Development specialists increasingly recognize that policies accompanying adjustment
often have different impacts and provoke distinctly different responses from different members
within households (Cornia et al, 1987, 1988; Elson, 1991).

First, household allocation of labor and of investment in human capital is sensitive to
budgetry constraints. This is true both in terms of currently available opportunities as well as
opportunities that people expect to be within their reach in the future (Bardhan, 1991, 4). Hence,
during adjustment, loss of income by a male breadwinner often imposes severe budgetary
constraints on low-income urban households. One result is the increased participation of women
and children in the labor market.

Second, women's work-in their triple role as producers, reproducers, and community
managers (Moser, 1989)-tends to be more flexible than men's, both in responding to economic
growth and in accommodating household needs under adverse conditions. Under adjustment,
macro level social indicators may not reflect the decreased access of the urban poor to social
servioes. In reality, the only way to alleviate these transitional costs may be for women to
increase their labor within the household, the market, and the community.

Third, resources in the household are not equitably distributed. Changes in income, food
prices, and public expenditure, therefore, do not affect equally all members of the household. For
example, with the declining availability of food at the household level, due to price and output
changes associated with adjustment, food distribution is often biased in favor of male members
and income-eanmg adults. Women and children, therefore, tend to suffer disproportionately
(Dwyer and Bruce, 1988; Haddad and Kanbur, 1989a,b).

With the constaints in proving causality described earlier, the review uses both
quantitative and qualitative variables to document changes. Where such direct evidence exists,
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as unemployment resulting from retrenchment in the civil service, it tries to show the direct
linkage between the change in the policy environment and the micro level outcome. In most
cases, however, evidence is indirect, and the review points to association, such as the linkages
between food price increases, and changes in household nutrition and health status.

The review focuses on several issues that do not lend themselves to quantitative
assessment. Qualitative data is used, therefore, to identify relationships between factors which
increase or decrease household impoverishment. Difficulty in obtaining such data has meant a
reliance on research on women in development (WID) issues.

In the analysis, four further issues require consideration. First is the problem of the
counterfactual. Recent World Bank research has used this as a means to compare adjustment
lending and non-adjustment lending countries. Studies have concluded that during the last decade
the former have shown a better growth record, with improvements in socioeconomic indicators.
Although it is important to be as explicit as possible about the standard against which the impact
of structural adjustment is measured, the necessary data is not always available (World Bank,
1990c). In addition, as Stewart (1992) has noted, as important the counterfactual is, ultimately
actual development, as much as performance compared with some postulated counterfactual, is
significant. This review therefore covers a broad spectrum of adjustment processes.

Second, it is important to recognize differences in perspective on this issue. The widely
different views that the Bank and UNICEF express epitomize this sharp division in points of
view. UNICEF, in its 1987 publication Adjustment with a Human Face, recorded in detail the
social decline of countries undergoing macro-adjustment. This, in tum, prompted more attention
to policy development and research on the social costs of adjustnent. New research has
challenged this view and questioned the quality of the data that led to these conclusions. A recent
study by the World Bank's Operations Evaluation Division assessed the analytical base underlying
UNICEF's conclusions and noted that ... "adjustment progrms may have deleterious effxts on
health and nutrition, but the empirical evidence to date is not very convincing due to confusion
among levels, trends, and deviations from the trends and questionable data interpretations"
(Behfman and Deolalika, 1989 in World Bank 1990c). In utilizing both Bank and non-Bank
sources, a multidimensional view of the issues is presented, although the validity of all of the
data cannot be vouched for.

Third, it is important to identify regional and country differences in the rate, magnitude,
and character of urban concentration. This review uses examples from different continents. Urban
growth rate patterns, as Table 2 shows, identify four categories. They are grouped
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according to, first, their period of most rapid urbanization, second, the percentage of urban
population, and third cunent rates of urban growth.3

Analysis of urban growth discloses some basic differences in urbanization patterns in
developing countries:

Group I: Heavily urbanized countries, with high historical population concentrations,
usually including 'mega' cities, but declining rates of urban growth. Most growth occurs because
of natural increase rather than migration. This is typical in large Latin American countries.

Group II: Recently urbanizing countries, with about half of the population living in urban
areas. Population pressures in rural areas continue to push households to urban areas, but growth
rates have peaked and are beginning to decline. This is typical in North African and some Asian
countries.

Group III: Primarily rural but rapidly urbanizing countries, experiencing very high urban
growth, both in capital cities and secondary towns. Migration continues to be a source of
demographic growth, although male migration has s'iifted to household migration, leading to a
movement toward natural increase as the majol fuel of growth. Typical in many African
countries.

Group IV: Large, mostly rural, heavily populated countries with severe pressures on the
land. Population size and high growth rates have led to major urban concentrations as well as
many secondary cities and towns. Urban growth rates have stabilized at high levels and are likely
to continue into the next decade. Large Asian countries fall into this category.

Important differences exist in the rate and magnitude of urban growth among these
categories. Countries in the first category face enonnous demands for urban employment,
infrastructure, and services during a period of macroeconomic crisis. By contrast, cities in the
second category have experienced more recent urban growth and have not reached 'mega' city
proportions. Relatively balanced economic growth also has produced secondary centers linked
to agriculture. This pattern is even more pronounced in the third category. The level of
urbanization in the fourth category is likely to remain low as a percentage of total population.

These differences have important implications. The scale and rate of urbanization in a
particular country, for example, may determine the extent to which policy makers view the urban
dimension of adjustment as an important policy issue, and consequently, what level of resources
they support to address the problem. Further, the nature of the rural/urban linkages may
determine the type of coping strategies that urban low-income households develop to deal with
the crisis. In Accra, Ghana, for example, the decrease in modern manufacturing employ-

3. This section draws heavily from Urban Policy and Economic Development: An Agenda for the 1990s (World
Bank, 1991, 21).
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Table 2. UVban gmnwth pabemns

Percentage Average rate of growth
Per capita Size of Population (in 00'sft of urban go. (Yz Rura poL (°%)
GNP Level 1982 2000 p=1uiation 1980- 1995- 1980- 1995-

Country 1988 (USS) Urban Rurl Urban Rural 1985 2000 1985 2000 1985 2000

Group I

Argentina 2,520 25,648 4,683 32,163 4,075 84.6 88.8 1.88 1.39 -0.87 -0.88
Mexico 1,760 55,276 24,099 82,285 24,248 69.6 77A 3.36 2.39 0.34 *0.07
Colombia 1,180 19,357 9,357 28,557 9,441 67.4 75.2 3.11 2.29 0.28 -0.07
Brazil 2,160 98,599 36,966 148,397 31,090 72.7 82.7 3.71 2.28 .1.27 -1.00

Group 11

Algeia 2,360 9,251 12,448 16,845 16,403 42.6 50.7 3.71 3.85 2.51 1.25
Morocoo 830 9,910 12,210 17,488 13,878 44.8 55.8 4.28 3.42 1.40 0.50
Malaysia 1,940 5,905 9,543 10,509 10,361 38.2 50A 0.51 3.32 1.06 0.15

Group IIl

seneoal 650 2,343 4,101 4,301 5,366 36A 44.5 3.34 4.26 2.11 1.52
Ivoty Coast 770 4.302 5,950 10,118 8,429 42.0 54.6 0.63 5.24 2.54 2.26
Nigeria 290 29,556 65,643 68,893 90,256 31.0 43.3 6.07 5.33 2.22 2.02
Sudan 480 4,502 17,316 8,902 24,708 20.6 26.5 3.99 4.88 2.88 2.19
Keny 370 4,002 16,351 11,937 25,645 19.7 31.8 0.06 6.72 3.17 2.78
Zaire 170 11,248 19,464 22,875 26,474 36.6 46.4 0.41 4.73 2.29 1.80

Group IV

India 340 196,228 572,955 356,875 685,654 25.5 34.2 3.91 3.96 1.65 0.93
Indonesia 440 42,170 124,294 75,960 132,369 25.3 36.5 4.60 3.62 1.13 0.14
China 330 218,576 840,946 322,125 963,769 20.6 25.1 0.44 2.95 1.18 0.58

Noaes:
a The World Bank, World Development Indators, 1990.
b. United Nations (Dq8aTmn of hIional Economic and Soci Afiars). Propects of Word Urbaniza 1988 (in World Bank. 1991a. 20).

ment has triggered a reverse migration to the rural areas. In other countries where urban
households have a more tenuous attachment to the rural areas, however, reverse migrtion to the
rual areas is relatively rare (Kanbur et al, 1991, 30).

Fourth, the issue of poverty deserves particular consideration. For this reason, it is
important to clarify what is meant by the different definitions and measurements of urban
poverty, and to clarify the stereotype of the urban poor.
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The mesuuement/defliidon of urban povert 4

The urban poor are those living in cities at levels below some absolute threshold of
poverty, that is, those unable to purchase some minimum market basket of goods and services.
This definition, however, does not capture variations within the poor population and thus ignores
the relative depths of poverty.

Other definitions succeed better in depicting shades of poverty, but they usually focus on
individual aspects of it. The rest of this subsection reviews these alternatives, stressing both the
positive aspects and the limitations of each. Each definition is, in fact, a proposed indicator of
welfare. Each cut-off point creates another definition of poverty.

I. Per Capta Income. Household income, especially per capita income, is
commonly used as a welfare indicator. Two main problems are associated
with its use. In theoretical terms the incomes of a large portion of the urban
population in developing countries may vary from year to year. The practical
problem of using income to indicate welfare lies in trying to measure the
incomes of people in self employment.

2. Household Consumption and Per Capita Consumption. Household
consumption expenditure usually is an attractive indicator of poverty, given
its sound theoretical basis. The use of household equivalence scales to adjust
for household size, however, is usually controversial; analysts often avoid this
pitfall by using either total consumption or per capita consumption data.

3. Per Capita Food Consunption. Several advantages are associated with this
measure. First, the data requirements are fewer. This measure can ignore non-
food consumption and circumvent its associated problems, such as estimating
the value of owner-occupied housing. Second, analysts can report food
consumption more accurately than non-food consumption. Third, it is often
easier to construct food price indices than to make price comparisons of non-
food items. However, this very specific focus on food constitutes a serious
weakness; it ignores entirely the consumption of non-food necessities.

4. Food Rado. This measures the proportion of the budget that the household
spends on food. This measure is appealing because there is no need to adjust
for household size or any other difference in household characteristics. Recent
research has shown, however, that one of the premises-that the food ratio
is inversely related to the size of the household budget-may not always hold
for the poorest households in developing countries (Thomas, 1986 in Glewwe

4. This section is based on Glewwe and Van De Gaag, 1988; the World Bank FY 89 Sector Review, Urban
Development Operations.
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and van de Gaag, 1988). This finding casts serious doubt on the use of this
indicator as a valid definition of poverty.

5. Calodc Intake. This measure uses food consumption data to focus directly on
caloric intake. This approach is appealing because it has a certain objective
foundation in nutritional studies (Jellife and Jellife, 1979 in Glewwe and van
de Gaag, 1988). Some have challenged the objectivity of this measure
(Srinivasan, 1981; Sen 1981, and Lipton, 1980 in Glewwe and van de Gaag,
1988). The data requirements are large and the focus on calories omits the
non-food component of economnic welfare.

6. Medical Data. These include anthropometric measures to assess the incidence
of stunting (low height to age) and wasting (low weight to height), as well as
medical tests. These measures are particularly important to determine the
adverse effects of poverty on children. While it is easy to collect data related
to height and weight from household surveys, other medical data may be
difficult to obtain. The use of medical data also may be misleading, because
although health is correlated with houseliold welfare, it is not identical to it.

7. Basic Needs. This definition does not measure the total consumption of a
household, but defines families as poor if they can not meet food, clothing.
medical, educational, and other basic needs. This measure permits the use of
several indicators to determine the basic needs of the poor. They include:
access to public services as the literacy rate reflects it, prmary school
enrollment; the average educational level of adult members of the household;
life expectancy at birth; access to piped water, floor area of dwelling; and
clothing needs. Combining the above indicators with medical data and food
consumption can produce a useful way to measure the basic needs of the
poor. Analysts generally do not attempt, however, to aggregate these various
aspects into a single indicator, which complicates the classification of
households as poor and non-poor. Another problem with this approach is the
subjectivity involved in determining adequate levels of complex elements
such as health care, housing, and education.

Ultimately, the choice of definition is important, since each does not identify the same
groups as poor. As Table 3 illustrates, the magnitude of poverty can change with different
definitions. Application of a number of definitions to the urban population of C6te dlvoire
produced significant variation in the relative percentages of poor and non-poor. In each definition
implicit judgments axe made as to which aspects of poverty are considered important. Thus, the
choice of a deflriition itself can lead to formulation of different poverty reduction policies.
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Tab 3. Attenave deflirdons of poveity in Me divolm

Percentage of Population
Accurately Identified

Definition Poor Non-Poor Total X2 Statistic
(df.= 1)

Per capita income 16.80 56.85 73.65 105.2754*
Household consumption 17.67 57.84 75.51 102.2547*
Per capita consumption 26.08 66.12 92.20 413.9545*
Per capita food consumption 22.64 62.67 85.31 262.0501 *
Food ratio 14.23 54.24 68A7 30.8790*
Height for age 8.70 49.47 58.17 0.2791
Weight for height 8.95 49.01 57.96 0.4649
Per capita floor area 13.26 53A8 63.74 32.9857
Adult School attainment 13A1 53.69 67.10 31.9716

Nores:
,. One asterisk dnotes a the hypodesis of no coffeuion is rjected by th chisque test at the I pervn lavel.
2 The power of the chi-square test to reject the hypotiesis is lower for the height-for-age-and weight-for4height defmitions since they are based
on only 199 (as opposed to 667) households.
Souse: Worl Ban 1989a. FY 89 Sector Review of Bank Opeos. Reachig the Poor totgh Ufban Opaons.

Another problem is that conventional definitions such as these tend to give a static view
of poverty. In the light of the dynamic process of macro, sectoral, and micro level adjustments
taking place in different countries today, such definitions may have limited usefulness. For this
reason, for the purpose of this review, the most useful definition is a categorization of the poor
that the World Bank recently developed.

The categorization of he poor

The urban poor are stereotyped bv their low income-eaning capacity, and their relative
lack of access to economic and social in; xructure. Because of the limited ability of the formal
sector in most developing countries to absorb labor, many eke out a living in the informal sector.
The urban poor usually have low levels of educational attainment, and poor nutritional status.
They also tend to suffer disproportionately from inadequate supplies of water, electricity, public
housing, and transport.

However, they are not a homogeneous group and one newly developed categorization
distinguishes between the new poor, the borderline poor, and the chronic poor (World Bank,
1988a). The first two are a direct consequence of macro adjustnent while the latter relates to the
structural causes of poverty. Detailed descriptions of these categories follow:
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* The Newly Poor. People who are the direct victims of structural adjustment.
They may be retrenched civil servants or employees laid off by public and
private enterprises as a direct consequence of structural adjustment measures.

* Bonledine PoorPushed into Poveuty. Individuals and families whose incomes,
though not quite at poverty level, are so low that price increases resulting from
structural adjustnent push them below the poverty line. They may include
unskilled laborers in urban industry.

* The Chonic Poor. Those who were extremely poor even before an adjustment
program began and perhaps became worse off because of SALs. They include
the bottom 10 to 20 percent of the population in many developing countries.
Traditional projects seldom reach them because they usually have little
political clout. They often are too weak and too poor to contribute the energy
and assets that traditional projects require.

These elements, then, constitute the analytical framework for the study. The following
sections focus on how each of the three meso level channels-prices, wages, and public
expenditure-affect the urban poor in countries undergoing economic reform.

The Impact of Pdce Changes on the Urban Poor

In a bid to remove distortions in the economy and allocate resources more efficiently, a
series of measures are often undertaken by countries implementing adjustment programs. Three
different measures that often result in changes in domestic market prices can be identified.

First, to correct some of the urban biases in the previous govermment's pricing policies
and provide incentives, producer prices to the farmer are increased and the market for agricultural
produce deregulated. Bank evidence from Ghana, for example, shows that for the 1986-87 minor
crop, the cocoa producer price was raised by 65 percent to c 140,000/metric ton (exclusive of
bonus). With the payinent of bonuses in 1986-87 and 1987-88, farmers increased their share of
the world price from 23 percent in 1986-87 to 33 percent in 1987-88 (World Bank, 1990d).
Similarly in Cote d'Ivoire, in an attempt to restore incentives in agricultural production, producer
prices were raised in line with world prices.

Second, in order to reduce government expenditure and remove price distortions in the
economy, subsidies on items such as food, electricity, water, and health care are capped or else
completely removed under adjustment. This can result in increases in the price of consumption
items, particularly food and the introduction or increase ir ;-ser fees for infrastructure services.
A non-Bank study, Adjustment with a Human Face, outlines the trends in subsidy expenditure
in ten countries for the period 1980 to 1985. As Figure 2 below shows, based on the evidence
of ten countries, it appears that there has been a decline both in terms of per capita expenditure
and as a percentage of total government expenditure. It is important to note, however, that in
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order to access the impact of a given subsidy expenditure on the poor, additional factors affecting
food prices and the degree and aim of targeting and efficiency of the subsidy program must be
taken into account (Cornia et al, 1987).

Third, as part of the general thrust to shift resources from non-tradeables to tradeables,
the devaluation of the local currency vis-a-vis those of other countries is required. This ultimately
imposes upward pressure on domestic prices.

The following sections discuss the impacts and responses to food price changes at the
urban, household, and intrahousehold levels. Food expenditure comprises a significant proportion
of the budget of the urban poor, representing, for instance, 69.5 percent in Ghana, 70.5 percent
in El Salvador of household income (World Bank, 1990e). The level and quality of food intake
can affect the nutritional status of the poor, with possible knock-on effects for labor productivity.
Further impacts, relating to changes in the price of economic and social services, are discussed
later in the paper.

Key findings

Price changes serve larger economic goals as well as longer-term poverty reduction goals.
However, in the interim, the urban poor generally bear the brunt of increases in the price of
consumption items, particularly food. In response, households and communities have developed
a range of strategies aimed at maximizing their low and declining level of resources. Evidence
from cities as diverse as Manila, Dar es Salaam, Guayaquil, Mexico City, and Guadalajara
indicate that households modified their consumption and dietary patterns and adjusted household
expenditre, in many instances, in the direction of cheap and less nutritious substitutes. The
cultivation of staples on "family plots" has also been intensified. In addition, the participation of
both women and children in the labor market has increased. At the community level, local
authorities actively encourage communities to bulk purchase staple food items.

In assessing these strategies over time, three main liniitations have been identified. First,
though some of these strategies, such as the increased use of child labor, may serve to maintain
consumption levels in the short run, they are of limited or negative value to poor households. The
effects of other responses, such as changes in the dietary pattern and the reduction in the number
of meals per day, have both immediate and longer term negative consequences. The various
community initiatives can prove to be positive particularly in the short and medium term. To the
extent that they rely on the unpaid labor of women, however, the long run sustainability of these
programs is questionable.
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Intrahousehold dynamics also highlight additional important problems. Women and
children can constitute a high risk group where they lack equal access to food and resources.
However, women are not merely "victims" of skewed intrahousehold distribution. The household
gender division of labor allocates the responsibilities of budgeting and maintenance of household
welfare to them. They are therefore pivotal in operationalizing livelihood strategies. Increasingly,
women have had to juggle their reproductive, productive, and community managing roles to meet
the needs and requirements of household members.

The uban dimension

Pricing policy changes, working through the rural/urban terms of trade and the urban retail
price index, directly affect the urban poor (both the borderlinc and chronic poor) who tend to be
net consumers rather than producers of food and spend a disproportionate amount of their income
on food items.

In C6te d'Ivoire, the rural-urban terms of trade rose from 88.5 in 1982 to 100 in 1984
(Addison and Demery, 1986 in Kakwani, 1990) and between 1980 and 1984, per capita
disposable income declined by an estimated 10.8 percent per year in the urban sector, compared
with a decrease of 1.2 percent per year in the rural sector. However, this policy of changing the
terms of trade in favor of agriculture reduced total poverty and can therefore be viewed as a
necessary part of the process of improving the overall equity between the urban and rural
populations, as well as providing a better basis for growth (Kakwani, 1990, 36-7).

Figure 3 shows the urban prce increases occurrng in Sr Lanka, Ghana, and Zambia
during the period 1975-1987. In Sao Paulo and Rio de Janeiro, Brazil, the price increases have
been astronomical. However, it is also important to note that more efficient targeting of subsidies
under adjustment can help the urban poor. In Mexico, Morocco, and Venezuela, more targeted
and efficient food subsidies are part of the adjustment program and, unlike the earlier subsidies,
are aimed to reach a larger percentage of the urban poor. However, the political implications of
such a shift in targeting should not be underestimated.

One response to rsing food prces has been an introduction or increase in urban
agriculture, in some instances with government support. In Brazil, the state of Sao Paulo has
embarked on a program to encourage vegetable gardening. It is estinated that 135 gardens have
been established benefiting eight thousand people. Moreover, the state government has signed
agreements with 320 cities and towns to provide seeds for local projects (Macedo, 1988). The
government of Burkina Faso also has a policy to encourage urban farming.

There are also important political implications of rising food prices. In Latin America and
sub-Saharan Afnca, urban populations have vehemently protested the increasing cost of basic
food items. For example, in Sio Paulo and Lima food riots have occurred, while in March 1989,
riots in the streets of Caracas resulted in the death of over two hundred people. In recognition
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of the potential political costs, the Algerian authorities recently opted for a decrease in the size
of bread loaves rather than increase the price.

The household level

The rising urban rural terms of trade is associated with the inadequacy of wages from
both formal and informal sector employment to meet basic household food requirements. Female-
headed households may even be more severely affected. (see Box 1.) Households have responded
by adjusting their demand, changing dietary and consumption patterns, and developing a range
of livelihood strategies. A number of non-Bank studies illustrate this.

In Dar es Salaam, low-income groups have been hard hit by rising food prices. Table 4
shows that though maze is the cheapest connnodity, it has expenenced the highest increase since
1977-78. Given the fact that there were no supply constraints, this suggests that as food prices
have increased the middle income group has switched to cheaper basic staples thus pushing their
price up. Ultimately, it is poor households that are faced with a high level of food price inflation.

As shown in Table 5, the minimum wage is not even enough to support a one person
household with food, covenng only 48 percent of what is required. The picture is relatively better
for the high-income groups. Net eamings of Shillings 8000 can support 95 percent of the
minimum food requirements of a two person household and 62 percent of the standard household
of six. Both income groups have resorted to additional income earning activity to make ends
meet. In a sample survey of 134 low-income households, 58 percent of the women said that they
had been forced to reduce the number of meals taken from 3 to 2 per day, and 61 percent said
that they had reduced their consumption of protein rich foods like meat and fish (Tibaijuka,
1988).

In Sierra L*one, the floating of the leone and the removal of the subsidy on rice, the
staple commodity, led to a 300 percent increase in prices between June 1986 and March 1987.
The opportunities for diversification appear limited since other foods like cassava, legumes, and
sorghum are scarce. Households have therefore had to make quantitative and qualitative
adjustments to their diets. A severely reduced meal for a family of five costs approximately
Sierra Leonean leones (SLL) 34 per day compared with the minimum government wage of Le
250/month, providing evidence of the dietary adaptations urban families have had to make
(Longhurst et al, 1988, 27).

In Ghana, domestic price increases were fueled by the shortages due to the drought. In
the mid-1980s, the estimated market cost of the minimum diet in urban areas was C 168 per
person daily. Assuming a family of five and 80 percent of the budget expenditure on food, this
required a total of C 31,500 per month, at a time when the minimum wage was under C
1,000/month and the upper level civil service salaries were C 2,000/month. Evidence from a
household survey in Nima-Maamobi (Accra's major low income area) showed that food
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rgumre 3. Urban price movements. Selected countries.
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Box 1. Colombo: Advenlties faced by poor women under adjustment

K Leelawathie, aged 46, has three children and lives in a temporaty structure in a shanty area of Colombo.
She works as a daily worker on construction sites. She is paid Rs. 60 per day and there are often long periods
of unemployment.

The household had been able to survive due to assistance from family and from state subsidies, which
supplemented her meager income. But with the reduction in the rice and fuel subsidies and increasing
inflation, the family sunk lower into the mire of poverty, compelling her children to drop out of school and
take up employment. "We could not live more than a few days on food and kerosene stamp cards. The prices
of food and kerosene increased so much".

Source: (C _nanweWth Secrar 1989)

purchased was only 30 percent of the World Bank estimate of an acceptable diet (UNICEF,
1988a).

Tble 4. Dares Salau Ibe cost of 100 keal fmm different food Items In cents (maiket prices)

Food Items 1977/88 1982/83 1987/88 Percent change
1977178
1987/88

Maize 6 25 80 1233
Rice 10 40 130 1200
Irish (potatoes 110 130 600 445
Sugar (refined) 80 250 600 650
Mixed Beans 30 70 200 567

Source. Msambidbaka L.A. and Maro. W., 1988 (In Tibjuka. 1988 p35).

In Jamaica, there is also increasing concern about the ability of urban poor households
to purchase adequate food to meet their basic requirements. The devaluation of the Jamaican
dollar (1978-79 and 1983-85) has had significant impact on the cost of living, due to the import-
dependent nature of the Jamaican economy, even for basic food stuffs. There have been price
increases for both food (households spend approximately 55 percent of income on food) and
other basic commodities and semrices. This puts increasing pressure on the budget of the
household. Table 6 gives greater insight into the problems experienced by the urban poor in
Jamaica. Over the years, there has been an increasing divergence between the cost of basic meals
and the weekly minimum wage. There is no relationship between the minimum wage and even
the most basic level of subsistence (Davies and Anderson, 1989, 226-7).
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Tabte 5. Dw es Sa=: Minimum bousebold food expendiue consumed per day in Tsbs (197717$ and 1987/18)

Low Income High Income
Manzese MsasanitOysterbay

Household No. of No. of
Size Resp 77/78 87/88 Resp 77/78 87/88

I 11 33.75 88.75 1 80
2 12 34A0 120.55 18 108.30 280
3 20 45.90 145.90 36 136.10 312
4 58 50.80 161.70 57 168.42 386.15
5 62 48.90 218.75 65 196.92 398.60
6 32 75.60 249A0 40 238.75 428.00
7 6 100.00 461.10 15 242.85 452.00
8 11 64A5 292.30 9 255.55 558.00
9 3 100.00 430.00 5 290.00 600.00
10 10 99.00 353.30 4 325.00 -

Soure. Msanbihaks, L.A. and Mao, W 1988 (in Tibaijuka, 1988, 36).

Table 6. Kingston meotpolitam ama: Canges in minimum food costs for a fanily of five vs. chnges In dninum
wage: 1979-1985

Weekly Cost as
Cost of Basic Minimum Percentage
Set of Meals Wage of Minimum

Period (is) (J$) Wage

June 1979 2427 26.40 91.90
September 1983 65.31 30.00 217.70
December 1983 77.00 30.00 256.70
August 1984 101.46 40.00 276.20
July 1985 128.43 52.00 274.00

Source. Minstry of Health NaAiaion ad Diettics DivisWi (Davies and Anders. 1989. p. 227).

In Guayaquil, Ecuador, in 1988, informal sector eamings covered only 35 percent of the
value of the family food basket, while formal earnings accounted for 65 percent. In tracing the
impacts of price increases on the consumption and dietary pattems of households during the
period 1987-88, Moser notes a decline in milk and fish consumption. There has also been a shift
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from potatoes to plantains and fiom drinking fresh fruit juice to powdered fuit drink or water
(Moser, 1992).

Beneria notes that in Mexico City, austerity policies have altered the budgets of practically
all Mexican households. The phenomenal increases in the price of food and other consumer items
have led to drastic budget adjustments. In the sample of 55 households in 1988, 69.4 percent
bought less food, clothing, and shoes and spent more on other daily expenses like transport than
in the pre-1982 period. Poor families had eliminated meat from their diet and other products such
as milk unless they were subsidized. Many migrants were unable to fulfill their promises of
remittances (Beneria, 1989).

Data on food consumption and nutrient intake in the Food and Nutrition Research Institute
(FNRI) surveys conducted in Metro Manila in 1984 and 1985 show decreases in food
consumption and corresponding decreases in nutrient intake for the area as a whole, but more
particularly for depressed areas. For the Metro Marila sample, the most affected groups were
households headed by transport and communication, workers, craftsmen, production workers, and
the unemployed. In contrast, households he- led by professionals, technical workers,
entrepreneurs, and skilled workers showed improvements in food consumption and nutrient intake
(World Bank, 19901).

However, changes in food expenditure do not necessarily imply changes in nutrient
consumption. Though households may substitute for cheaper foods, nutritional value may not be
compromised. For example, in Morocco, the 50 percent increase in the price of soft wheat (a
subsidized commodity) led to a 12 percent decline in its consumption and a switch to the
nutritionally rich but relatively inferior hard wheat (Laraki 1989, 50).

The increasing divergence between household income and the cost of basic food items
can also lead to greater dependence on and use of the official aid network, even when this entails
a certain social stigma (such as being certified in a condition of extreme poverty) and if
qualifying for public assistance entails substantial opportunity costs (such as transport costs and
fees for certificates). In Chile, public income transfers through, for example, school feeding
programs and supplemental feeding became vexy important for the survival of low-income
households during the years of recession and adjustment (Racznynski, 1987).

Another strategy involves changes in the purchasing habits by the household. In Chile,
for example, families tended to abandon the monthly wholesale purchase of nonperishable food
items, and were forced to purchase these in smaller quantities at the neighborhood store often at
higher prices (Raczynski and Serrano, 1985). In Mexico City, low-income households not only
tended to shop in cheaper miarkets, but also to shop more regularly (Beneria, 1989, 26).
Households also use extended family networks to procure loans and sell or pawn jewelry and
other assets.
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There have also been a number of community level initiatives to combat rising food prices
through the wholesale purchase of food items. In Sao Paulo, communities and local authorities
have encouraged households to make greater use of the central wholesale markets, where prices
were as much as 40 percent lower than retail outlets. Government reports show, however, that
this strategy was more accessible to the lower middle income groups, with the poorest households
facing difficulties due to their location (Macedo, 1988).

The intmrahowehold level

Increasing evidence shows that the household is a site of conflict as well as cooperation,
and of inequality as well as mutuality, with conflict and inequality being structured along
gendered lines (Elson, 1991; Bruce, 1989). This does not mean that women are passive victims,
but that they do not always enjoy the same decision making power as men, with their bargaining
power often much weaker.

Evidence from a variety of studies shows that women play an active role in decision
making about the reproduction and maintenance of human resources and typically bear the
responsibility for budgeting and household management. The problem is that often they do not
have access to and control of all the resources they require to discharge these responsibilities.
This relative powerlessness can cause women stress and anxiety (see Box 2).

This structure tends to constrain the extent to which total household expenditure can be
reallocated in response to increases in food prices. Ultimately it is women who most fiequently
devise survival strategies when household incomes fall and prices rise. Since in most
circumstancs they are more likely than men to spend their incomes on meeting household needs,
control of such resources ensures the well-being of household members.

However, expenditure adjustments can be embedded in conflict and violence. In the sub-
sample of thirty households in Guayaquil, 18 percent of the women reported that there had been

Box 2. Mexico Ciy: Doiia Soledad

"He gives me the gasto (housekeeping allowance) all right, but I must see that everything is fine, that nothing
is lacking, good food for him ...... He usually wants beer and promises to pay later. He never does.

On Thursday I am without a cent and I have to ask my comadrita to complete the week (borrow from a
woman friend). He collects his money on Saturday and that day I get my gasto, and start returning what I owe.
You know, to manage the gasto is a difficult job, prices are going up and we must buy food, no matter what.
And if something goes wrong, or he gets angry at me, he may even cut off the allowance!"

Source: Bnamia and Roldan 198?, (in Elson 1991).
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a decrease in domestic violence. These were mainly women eaming a reliable income, who
co;mmanded more respect from their male partners as associated with theiz increased economic
independence. Twenty seven percent said nothing had changed, while 48 percent said that there
had been an increase. The latter attributed this intrahousehold conflict to the lack of sufficient
cash to meet household requirements (Moser, 1992).

In Guadalajara, Mexico, however, a relatively different scenario was played out. The crisis
had forced male heads to surrender a larger portion of their wages to the "gasto" (household
budget). In 1982 they contributed 54.69 percent of total household income (74 percent of their
wages) but in 1985, although their share of total domestic income had been reduced to 44.34
percent, this represented 86.70 percent of their individual wages (Gonzales de la Rocha, 1988,
219).

Budgetary constraints can have senous implications for women's time when it results in
more time and energy expended bargain hunting. In addition women may become increasingly
involved in productive work outside the home to make ends meet, the consequences of which are
more filly discussed later. The use of lower quality food may also entail longer preparation
times, as does increased involvement in household self provisioning.

Individual food security can also be threatened if an individual's claim on food resources
is insufficient to meet the needs for growth, work, and the maintenance of essential bodily
functions. This is determined not only by the level of food security in the household, but also
by relationships between household members (World Bank, 1990a). Within the household, the
distribution of consumption tends to favor males and income-earning adults (World Bank, 1990b).
Therefore, in societies characterized by male bias, there may be serious health and nutrition
consequences for females. Preliminary evidence from Chile suggests that women in poor
households experience more than commensurate declines in food intake during periods of
declining food availability (Raczynski _nd Serrano, 1985).

Within the household, children are another high risk group. Inadequate food intake can
have negative impacts on their nutritional status. A recent study to determine the relationship
between real cereal prices, average calorie intake, and the infant mortality rate, concluded that
though the short run response is not noticeable, there may be long rtm consequences. There may,
therefore, be social costs associated with higher food prices (Horton, Kerr, and Diakosawas,
1988).

In the Philippines, the nutritional problem particularly among preschool children has
generated concern. In 1985 the prevalence of malnutrition was 14 percent, a 4 percent increase
from the 1982 level. When disaggregated, malnutrition among preschoolers based on weight-for-
height was higher in urban areas (18 percent) than in rural areas (11 percent). Moreover, while
the prevalence declined in rural areas from 13 percent in 1984 to 11 percent in 1985, it rose in
urban areas from 14 percent in 1984 to 18 percent in 1985 (World Bank, 1988b).
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Wages and Employmene

An essential component of structural adjustmnent is a shift in the composition of the
national output from non-tradeables toward the production oftradeables. This is usually facilitated
by an increase in the relative price of these two categories of goods through cunrency devaluation
as well as through the reduction of import tariffs and aggressive export promotion policies. In
Mexico, for example, the initial devaluation of the peso in 1982 was followed by continuous
depreciation of the currency throughout the 1980s with the exchange rate of the Mexican peso
increasing from 23 pesos to $1 US in the summer of 1982 to 2,500 pesos in the summer of 1989
(Beneria, 1992). In addition to exchange rate devaluation, the average import tariff was reduced
from about 100 percent in 1982 to 35 percent by 1987, and during this period 70 percent of the
imports were liberlized (Olave, 1988).

This shift in the pattern of production requires a corresponding shift in factors of
production toward certain sectors, where the sectoral composition of labor use is altered
accordingly. This raises a number of important issues concerning the nature and extent of
reallocation between different labor markets. In principle, the requirement is for labor to flow to
those labor markets that serve the production of tradeables (Kanbur et al, 1991).

The following sections detail the important sectoral changes in the labor market and their
implications for the urban sector and low-income urban households.

Key ffidings

The evidence presented in the following sections suggests that by and large, the desired
shift in labor resources from non-tradeables to tradeables is taking place. Asian countries have
been relatively successful in increasing manufacturing employment, while in Latin America and
Africa the shift into tradeables is largely due to a shift back into agriculture and out of
govemment employment. Changes in sectoral wages have also facilitated this shift. However,
in the process, there has been an increase in the unemployment rate in such countries as
Argentina, Bolivia, Brazil, Chile, Cdte d'Ivoire, Ghana, Kenya, and Malaysia, to name a few.
Other important quantitative changes in the labor market include increases in underemployment
and in the labor force participation rate, particularly among women. In many of the countries
sueyed, these trends have been accompanied by an overall decline in real wages.

However, the varying degrees of regulation and control of labor in the economy did not
seem to strongly determine the perfonnance of the labor market. Rather, labor market institutions
appear to be symptoms of underlying political-economic forces which make adjustment difficult
and the institutions are unfairly blamed. In certain contexts, for example the Caribbean, the
Philippines and Egypt, international migration provided an important safety valve for the

5. This section draws heavily from Kanbur et al. 1991 and a series of background issues papers.
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unemployed and others coping with falling real wages. The restructuring of the public sector in
many instances has meant widespread retrenchment and capping of wages.

These labor market trends have had serious implications for the urban sector. Primarily,
contraction of manufacturing and industrial production and the public sector in some situations
has led to the impoverishment of the urban working class and the creation of the "new poor" a
highly visible and politically vocal group. The chronic poor have been more indirectly affected
by the increasing concentration of retrenched formal sector labor into the informal sector which
itself has served to depress earnings in the latter. The growth of export oriented industries and
their location in secondary cities has impacted on the urban spatial environment. In Latin
America, for example, the decline in the growth of primary cities has been accompanied by the
growth of secondary cities such as Bella Union, Artiga, Maldonado, and Punta del Este.

In the face of labor market changes, the household is the unit of survival. For example,
studies in Guayaquil, Mexico City, and Guadalajara indicate that household size and composition
have changed and adaptations made in the domestic life cycle in order to counteract the impact
of increased unemployment, underemployment, and falling nonminal and real wages. There has
also been increased dependence on remittances from abroad. Many of these strategies that have
become important for the new poor have long constituted a way of life for the chronic poor.

When one examines the intrahousehold dimension of labor market changes, specific
gender issues are important. Women have been both victims and "beneficiaries" in the process.
Their concentration in the non-tradeable sectors such as services and commerce, has meant that
they have suffered disproportionately. However, in those contexts where there has been a spread
of export-oriented industries, this has provided increased opportunities for waged employment.

In many instances, women's participation in productive work has not been complemented
by men engaging more actively in reproductive duties. This has resulted in increased pressure
on women in balancing their time, with elder siblings, usually females, taking up the slack. The
lack of parental care also has important implications in terms of delinquency and the health and
nutrition of young children. Attaining an increased economic role within the household primarily
fulfills women's practical needs,6 but ther is the possibility that if this enhances her visibility
and bargaining power vis-a-vis her male counterpart, more strategic gender needs can be met.

The perfomnance of the labor nmket

There are a number of quantitative adjustments in the labor market under adjustment.
First, as Table 7 indicates, most countries in the World Bank studies show an increase in
unemployment rates during the period of adjustmnent. Chile exhibits the most dramatic perform-

6. See Moser, 1990 for a definition and discussion of practical and strategic gender needs.
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Table 7. Unemployment Rate

Count r 1970 1971 1972 1911 1974 975 lt9'4 19t? 1X93 1979 1t90 19it 1902 195 1934 195$ 1904 1967 193 1989
... ..... .. .. ... .. ..
;.. .. ... .. ... .. ................... 

............ 
..... ...... .

....

Argentina - - . . 4.2 3.1 4.3 1.1 3.3 2.5 2.5 4.9 3.3 4.t 4.6 6.1 s.2 5.4 6.1
Dolivia - - - - - - . - - - - 1.5 4.2 7.5 3.2 4.4 S.? 4.2 .911.S 10.
Irarli - - - - - - - - 4.8 4.4 6.5 7.t 43 .7 7.1 5.$ 5.6 ..* 
Chitl 

17.4 '6.9 
17.9 11.0 15.0 25.0 26.2 21.4 19.0 15.6 10.9 7.2 - -

Costs RIt - - - - - - 42 4.6 4.5 4.9 5.9 8.3 9.6 9.0 - 4.9 5.9 5.6 5.5 -
Cota d olr- - - - - - - - - . P - - 2.0 2.5 - - -

3gypt 2.4 1.8 1.S 4.1 2.3 2.3 - 3.1 1 4 4.6 5.2 5.4 ;.7 4.6 6.0 - - - 6. -

Ghana - - - - - - - - - - - - - - - -

^eny^- 
- - - - - - 4. - . -_ _ _ . 6 .9 - .

Koret 4.5 *.S 4.5 4.0 4.1 4.1 3.9 3.0 3.2 3.8 3.2 4.5 4.3 4.1 5.3 4.0 3.e S.t 1.S -
falaysLe 7.6 - - - 6.7 - - - 6.5 5.7 5.7 5.0 4.7 5.5 4.5 7.6 0.5 8.2 - -

tha!tn 
- - - - 0.6 0.8 0.3 0.7 0.9 0.9 0.9 3.. 1.9 2.) 1.7 9. 5.3 

SofUre SA Dta re fom coanwtr Studies for Kmyas, Bolivia. chit (R data). Caste %Ii., NWd Argentia, md "* fs h.aUs"es ar tIabam foe sia"g
data as fot as possible. Data log Cott 4'1wolve ato toon the 98 Ccus NW fr" fields (10). Dot fortoot Lm on" (Pepuatin
Census). fao fry Chigh agrtcultursl demnd surve. Data feg Mrca*t *e! Lx.. Riveo"e (1989). Dcto for Halbicel fot 1970'c are frm Won$
(198S). sad for 190's frm Weeld Bank tomatm Rruts, vIth the _ ceptlm of 19 Alch is frei Stb )aiaa Piam 1936-90. Oat* for bwma
axr for amaf acturlns Only MA sain frem Pringisl teoanato ldme at e fots r ThaIL8a er frm StSrc 129h2d MUd 1941*0 ,
31184, 65/04, 07135 aad 1989.
(ln riabur et al, 1990).
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ance, with unemployment levels of over 10 percent in all the years from 1976 until 1987, peaking
at 22 percent in 1982.

Diagnosis of the composition of the unemployed confirms the "luxury unemployment'
hypothesis, whereby those unemployed are generally secondary household workers (that is, not
household heads), and youths who are often more educated. Egypt represents an extreme example
of this phenomenon. A survey of two cities revealed that 90 percent of the unemployed were new
entrants to the labor force of which 80 percent had intermediate level of education or above. In
Thailand, the high formal/infonnal wage differential makes it worthwhile for the better educated
to wait for an opening in the formal sector rather than work in the informal sector. Consequently,
as shown in Table 8, the unemployment rate among die educated, particularly among those with
vocational training and university graduates, is high. However, the situation has improved
tremendously since 1988 (Sussangam, 1990). Likewise in Malaysia, the educated unemployed
phenomenon has shifted over time from unemployed high school graduates to unemployed
college graduates, as illustrated in Table 9 (Mazundar, 1991). Similar trends have been observed
in Ecuador and the Philippines.

Studies in Costa Rica and Bolivia reveal another feature of the composition of the
unemployed, namely an increase in the share of household heads unemployed. This is also
suppor#-d by non-Bank evidence from PREALAC, as shown in Table 10. Given the peculiarity
of unemployment m the developing world, weak labor demand manifests itself in other ways. In
many contexts, underemployment has increased, participation rates have changed, and
infonnalization of labor relations has expanded.

Underemployment can be broadly defined as the gap between desired and actual work
time at prevailing wages. According to Bank studies conducted in Costa Rica, Bolivia, and
Argentina, the rate of underemployment has generally moved in the same direction as the
unemployment rate. In the case of the Philippines, adjustment affected the poor mainly through
an increase in underemployment. This has a greater effect on those workers that have the least
specific skills, and therefore are the first to become underemployed when the unemployment rate
increases. In the Philippine context, the increase in underemployment had a greater impact on the
share of total income of the lowest two quintiles, whereas it was not found to be significant for
the highest 60 percent (World Bank, 1988b).

There have also been changes in the labor force participation rates. Bank studies
conducted in Costa Rica and Argentina concluded that the added-worker effect predominated,
particularly during the 1980s. Of note is the phenomenal increase in the female participation rate
during this period. In Malaysia increases in the female participation rates in urban areas have
been recorded during the adjustment period, with those between nineteen and twenty-five years
increased to more than 65 percent by 1987, from approximately 45 percent in 1970. As the
graphs and tables below indicate, the pattemn in Malaysia is consistent with that found in a host
of other Latin American and African countries, as data at both national and urban level indicates
(see Tables 11, 12, and Figure 4).
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Tabe 8. Thailand: Open unemployment gates by educabon, 1984-1988

1984 1986 1988

Primary and Below 0.42% 0.56% 0.38%
Secondary 3.19% 3.55% 2.47%
Vocational 10.22% 10.85% 5.31%
University 4.19%M/ 4.58% 2.87%
Teacher Training 3.19% 3.96% 1.62%

Total 0.97% 1.26% 0.83%

Sounre: NSO. Laber Fae Suwveys July-SepWebe (in S_angam 1990).

Table 9. Maaysia Pettentage of the total employed by age and education sepantely for males and females,
peninsular Malaysa, 1975 and 1987

Age-Group Education Males Females
(Years) 1975 1987 1975 1987

15-19 0
1-6 13.9 4.6 13 1 5A
7-9 15.6 14.5 14.9 13.9

10-11 11.8 10.0 15.3 16A
12-13 - - -

14+

20-24 0 - -

1-6 8.2 4.6 9.8 3.1
7-9 . 9.9 11.2 10.0 7.8

10-11 9.0 12.5 12.2 20.3
12-13 2.4 3.1 1.2 7.4
14+ - 2.2 - 3.2

Total 70.6 62.7 78.3 77.5

Sowrce: (in Marniar, 1991).
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Table 10. S:ae of hesb of housebolds in mumbn open unemptoyment, 1979482 (penentages)

Country 1979 1982

Colombia 16.6 15.4
Costa Rica 14.9 26.8
Chile 24.5 27.1
Panama 27.0 30.5
Peru 21.7 29.4
Venezuela 18.7 28.9

Sxceb: PREALc bsed on hos swveys (in ILO. 1985).

Standing has associated this trend in female participation with the increasing cas*alization
of the work contract and the deregulation of the labor market under adjustment. He also argues
that the growing job insecurity has led to the "feminization" of many jobs traditionally held by
men (Standing, 1989).

Another important quantitative aspect of labor market adjustment is the shift from formal
to informal employment. In the absence of unemployment benefits and the dim prospect of
finding alternative formal employment, retrenched formal sector employees tend to become self-
employed. Likewise, output, and thus employment, often shifts from large formal sector
companies to smaller informal sector ones. Non-Bank evidence from PREALAC gives adequate
evidence of the increasing relative importance of the informal sector in a variety of Latin
American countries (see Table 13).

Various Bank studies show that informalization has been less well documented in Africa.
In Cote d'lvoire there has been a shift between formal and informal establishments in
manufacturing, and a similar shift is said to have occurred in Kenya. There is a similar trend in
Asia such as in Malaysia, where the rise in employees as a proportion of the labor force was
reversed during the short recession. In Korea, the trend toward an increased employment share
in large companies in manufacturing ceased in the early 1980s (Kanbur et al, 1991, 16).

Many of the unemployed have resorted to the informal sector. By and large, it has not
functioned as an effective mechanism against the contraction of the modem sector. The results
of a study by Humphrey and Hirata tend to confirm this. Though the findings relate to a
particular setting-the industrial workers in Sao Paulo-they have a more general application.
They show that strong assumptions are often made about intersectoral mobility, in terms of both
workers' willingness to change sectors and the chances of finding work in a new sector. While
the very poor may move from one activity to another according to circumstances and need,
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Tabk 11. Cenbtl Aumedca: Laborfone padicipadon by sex (1930-1988)

Year Costa Rica El Salvador Guatemala Honduras Nicaragua
Male Female Male Female Male Female Male Female Male Female

1950 85.9 17.3 85.2 23.1 85.3 21.7 84.9 29.6 79.2 20.8
1960 80.2 17.5 81.8 23.6 82.4 20.5 84.2 23.9 79.6 26.0
1970 73.9 20.9 78.8 29.5 76.6 20.5 78.4 22.5 69.8 26.7
1977 76.6 32.4 68.8 28.6
1980 73.5 24.3 76.9 33.9 75A 22.7 74.9 25.8 68A 29.5
1985 78.8 27.7 76.2 34.7 74.6 23.9 73.7 27.6 68.0 31.3
1987 78.7 29.4 75.8 35.7 74.2 24.5 73A 28.1 67.9 32.1
1988 78.7 30.2 75.6 36.0 74.1 24.6 73.3 28.S 67.9 32.5

Sor.ce: Gacia and Gomaiz (1989) (m Edward & Roben 1990).

Tabe 12. Kenya labor foae palicipaton ates (penett of uelevaat population group)

bkal Female
ASe t977-78 1986 1977-78 198

15-19 23.9 19.6 23.0 31.8
20-24 80.3 73.7 37.9 53.7
25-29 93A 94.5 47.4 69A
30-34 97.1 98.8 44.2 64.2
35-39 98.8 96.4 40.1 61.2
40-44 98.6 99.5 39.1 59.9
45-49 97.9 97.4 47.8 60.2
50-54 89.6 95.3 44.1 53.4
55-59 90.8 84.8 34.5 48.1
60-64 87.1 74.0 30.8 47.5

TOTAL 83.9 82.2 38.8 55.8

Somr: CBS, Labor Fore Survey, 1977-1978 Basic Report, finm Table 6.1. page 78 and Table 5.1, page 41. Urbn Labor Force Survey, 1986,
Tabk 7-1, page 44 (hinudes active and passive job seach). Rwual Labor Foce Survey. 198849 (preliminauy results). (in Mi;m 1990).

people (particularly men) used to a stable job and waged employment may have much narrower
options (Humphrey and Hirata, 1990, 25). The result, in many instai-ces, can be relatively
prolonged periods of unemployment among male household heads as shown in the unemployment
data illustrated above.
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Fgwe 4. Indices of evolution of enployment by sex. Women's participation in employment.
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Table 13. Laid Amdesc Infonnal sector employment (1979-1982)

Counby 1979 1982

Argentina 22.4 22.7
Colombia 28.7 30.8
Costa Rica 16.6 16.8
Chile 33.6 32.6
Peru 41.0 43.0
Venezuela 13.5 14A

Sorce: PRAEAC (WEP Wocking Papa No. S9. p. 88)

An altemative particularly favored by retrenched fomal sector workers in recent years
is international migration. In some contexts, this has accounted for the relatively low level of
unemployment, given the scale of contraction in the public and private sectors under adjustment.
Migration "takes some of the heat off' the domestic labor market.

In the case of Egypt, the scale of migratory flows accelerated in the 1980s, and by 1985
there were approximately 1.2 million Egyptians working in other Arab countries, implying a
domestically available labor force roughly 9-10 percent below the potential upper bound (Assaad
and Commander, 1990, 12). In the Philippines, external migration remained high throughout the
1980s because Filipinos were attracted by better job opportunities abroad. In fact, the total
number of contracted workers increased quite dramatically after the crisis of 1983-85, rising by
22.9 per cent between 1986 and 1988. This migration has affected the market for skilled labor
as well as that for domestic help.

Though international migration has a long history in the Caribbean, the flow accelerated
from 1976, and has since renained consistently high. More than one million legal migrants
entered the United States between 1976 and 1986. If illegal migration is added to this
figure-400,000 Haitians, 225,000 Dominicans, 250,000 Jamaicans-it becomes clear how
strongly labor flows have integrated the United States and the Caribbean (Antrobus et al, 1990),
(see Table 14).

It is not just the unemployed and the poor who migrate, but also skilled labor. In Jamaica,
for example, between 1976 and 1985 professionals and managers accounted for 9.7 percent of
all Janaican migrants to the United States and Canada, while crafts people and operatives
represented 12 percent; these groups represent a significant loss of educated and skilled labor
power. In the health sector, for example, over the 1975-85 period the number of doctors and
nurses who migrated represented 78 and 95 percent of those trained in these professions during
that period.
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Tabb 14. Caibbeam L1a ImmigmIlon by country of biun (1960-1987)

1976-80 1981-83 1984-86 1987 1960-87

All Countries 2,557,033 1,750,494 1,715,620 601,516 12,148,019
Catibbean 608,127 244,673 290,718 115,637 2,141,526
Caribbean Share

of Total Migrants (23.9%) (14.0%) (16.9%) (19.9%) (17.6%)
Bahannas - 1,628 1,602 556 3,786
Barbados 13,070 6,204 4,797 1,665 43,303
Cuba 290,886 28,045 64,047 28,916 787,637
Dominican Republic 80,965 57,729 73,109 24,858 398,584
Guyana 33,211 25,782 27,310 11,384 119,201
Haiti 41,786 23,886 32,670 14,819 178,759
Jamaica 80,550 61,815 58,340 23.148 357,649
Trinidad-Tobago 28,498 11,287 8,622 3,543 110,193

OECS:

Antigua 4,131 6,171 2,722 874 15,867
Dominica 3,399 1,836 1,546 740 8,703
Grenada 5,377 3,340 2,959 1,098 15,162
Montserrat 1,007 503 - - 2,442
St Kitts-Nevis 4,474 4,679 2,990 589 14,692
St Lucia 3,642 1,981 1,485 496 8,909
St. Vincent-Gtenadines 3,122 2,285 2,023 746 9,789
Other 14,009 7,502 6,496 2,205 66,850

Soure: Robert Pat, binroductin: The Policy ChaIlengcp" in RI Pwao. ed., Migratin and Devlpment in te Canbben: The Urexplored

Connection (Bou1der. Wesiview, 1985). Table 1.3; 1984-1987 update nd revisns on aOrlier yeas drawn from U.S. Dqeuart of Jusfe 1988

Stadscl Yearbook of Immigration and traliation Seavi (Washington. D.C.: Goveamne Print Office Table 3 (in Anntbus et aL 1990).

Besides the quantitative changes in the labor market, interesting trends in real wages
emerge (see Table 15). As the following table illustrates, the Asian countries, Malaysia and Korea
in this case, show a fairly steady increase in real wages, with brief interuptions during the
recessi3n, though it has been stressed that this was important to allow productivity to stay ahead
of real wage growth and ensure declining unit costs. The severe-adjustment countries, such as
Ghana and Bolivia, show dramatic fluctuations, with real wage declines far greater than the fall
in gross domestic product (GDP). Real wages in Ghana, for example, plummeted in the mid-
1980s and recovered in 1986. In Bolivia and Chile the decline continued unabated to a large
extent In "moderate adjusters" such as Costa Rica and Brazil, gains have been made over the
period, albeit less marked than in the Asian countries. In the less successful adjusting countries
such as Egypt and Argentina, there has been a steady decline but not of the magnitude
experienced by severe adjustment countries. This evidence on real wages, therefore, casts
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considerable doubt on theoretical concerns about real wage rigidity and labor market inflexibility
as a hindrance to adjustment. The declines have been dramatic, and often far greater than the fall
in GDP (Kanbur et al, 1991).

Sectoral employment shifts are an essential component of the structural adjustment
program, particularly between tradeables and non-tradeables. The recent studies conducted by the
Bank show that the Asian countries were relatively successful in increasing manufacturing
employment during structural adjustment. In Latin Amenica and Africa, by contrast, there has
been some of the desired shift into tradeables, but it was largely due to a shift back into
agriculture and out of government employment. The manufacturing sector seems to have suffered
in the years of crisis and not to have recovered during adjustment (Kanbur at al, 1991, 30).

Other Bank studies have attempted to analyze the impact of adjustment on industry
(World Bank, 1990g). As Table 16 illustrates, adjustment lending has generally been successful
in fostering industrial production and capacity utilization to recover from the crisis period
immediately preceding adjustment.

Several African countries have resumed industrial growth, especially in manufactured
exports in the three years following adjustment (see Table 17). Much of the increase in exports
rpresets the recovery of previous export markets (for example, cocoa products from C6te
d'Jvoire and Nigeria to Europe) or in some cases an advantage vis-a-vis neighboring countries
gained through devaluation (such as textiles from Ghana and Nigeria to neighbors in the CFA
franc zone).

The low utilization figures prior to adjustment reflect restricted foreign exchange available
for imported inputs and the increase in utilization is attributable, in a large part, to the
combination of increased funding and more liberalized access to foreign exchange during
adjustment (World Bank, 1990g). The average utilization rate in Nigerian industry increased by
about one-third to 40 percent, mainly in consumer goods industries. However, as the more in-
depth study in Ghana illustrates, there may be differential impacts in the subsectors (Steel and
Webster, 1990).

The short term impact may not always be positive. In the Philippines, manufacturing
output growth fell by 23 percent from 1984 to 1986, having averaged 6 percent per year between
1972 and 1982. In Hungary, weak demand and competition from imports caused manufacturing
value added to fall by 1.9 percent in 1988, after rising by 3.7 percent in 1987 (World Bank,
1990g).

The evidence is not clear as to whether industrial growth fares better over time following
adjustnent policy reforms compared with the pre-crisis period. One positive example is Turkey,
where manufacturing exports grew at 41 percent per year over 1980-85, rising from 6 to 15
percent of gross national product (GNP) and from 34 to 75 percent of export earnings.
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Table 16. Average annual growth rates of m ufact g ae added and GDP, seleted adjisting countries
(pret per annum)
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Table 17. Growth in manufacturing output, evcpors and capacity utirization before and during reform period,
selected Africa countries
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Through the introduction of greater competitive forces and the opening up of export
opportunities, adjustment policies are meant to yield a more efficient, dynamic structure of
production by forcing inefficient companies to lower costs or cease production. However, since
the industrial structure in many developing countnes tends to be characterized by inefficient
businesses operating under heavy protection, negative results can be expected in the early years
of adjustment. In Santiago, Chile, for example, the move toward a more neutral trade regime led
to the demise of industry because companies could not compete unprotected with imports (Portes,
1989, 35).

In many instances as well it is difficult for local businesses to be fully efficient and
competitive in an environment comprised of weak credit systems, high energy, transportation and
communication costs, and inflexible labor codes. This was the case, for example, in Senegal.
Here, interesting questions were raised as to the phasing of the liberalization exercise, and the
criteria used to determnne which industries should remain protected. It was noted that in Senegal
the most inefficient industries holding politically guaranteed monopolies and tax exemptions were
untouched (Weissman, 1990).

Policy changes such as these do tend to be beneficial to exporters, producers and
proessors of local inputs, and industries that are relatively intensive in the use of local inputs
and labor (see Box 3).

It is useful to examine the sectoral wage data in conjunction with sectoral employment
figures. Simple theory suggests that the adjustment policies should lead to the relative increase
in wages in tradeables to facilitate labor movement. However, employment shifts may also cause
shifts in relative wages. Structural adjustment is associated with the shedding of labor in the
fonnal sector and crowding into othcrs, for example, the informal sector. Crowding in these
sectors may also depress relative wages. Thus relative wages in non-tradeable sectors with easy
entry (such as commerce and services) may have been depressed both directly due to exchange
rate changes and indirectly due to either direction due to opposing effects. Furthermore, changes
in labor force composition within sectors can obscure trends. Sectors losing labor may experience
increases in aggregate wages due to the loss of workers with the lowest levels of human capital
and seniority (Kanbur et al, 1991, 32).

It is also important to examine the changes in relative prices between economic sectors,
between formal and informal sectors and between tradeables and non-tradeables. While relative
changes generally supported the objective of structural adjustment, this is not necessarily the case
in all countries and all sectors.

With regard to tradeables and non-tradeables, the Argentirne study found that the failed
adjustment tended to arrest the increase in the price of non-tradeables to tradeables. In Costa Rica
relative wages in importables and non-tradeables fell in the 1980-82 recession but recovered
faster during the ensuing period of adjustment. The movement in govenmment wages is left for
later discussion.
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Box 3. Madagascar expods high-qualty childmn'ns clothig to Eumpe

Madagascae's traditional skills in embroidery and the competitive edge provided by devaluation have enabled
a Malagasy woman to penetrate the European market for high-quality children's clothing.

From the mid-eighties a young interior decorator worked to create a niche in the upper end of the children's
clothing market in Europe. Her ability to compete in international markets, especially against Philippine
exporters, was enhanced by Madagascae's major devaluation in 1987. Her business mushroomed on export
orders and within two years, she was employing 300 women.

Virtually all the primary inputs are produced locally, including cloth manufactured from domestic cotton. In
the absence of adequate cardboard packing, she adapted traditional baskets woven from natural fibers to protect
the clothes in shipment. After becoming president of the garment exporters association, she negotiated with
Air Madagascar to reduce air freights to Europe, which had been much higher than those from Europe to
Madagascar.

The government helped by making exports more profitable and by simplifying procedures. The local
entrepreneur responded by adapting available skills and materials to a specialized international market. In this
case the capabilities existed and lacked only a favorable environment and marketing acumen to add
considerable value.

Sowrce: Adapedpfrm Box S.3. &bSwha Ar.4: From Crisis to Sustamnable Growth. World ank. 1989b.

In Ghana, relative wages rose in mining and agriculture, sectors figuring prominently in
the Economic Recovery Program, while in Egypt, they rose relatively in agriculture and private
manufacturing. In Kenya, the relative wage changes are not clearly interpretable. Finally, in
Bolivia the relative wages fell in commerce, due to crowding and manufacturing because of tariff
cuts (Kanbur et al, 1991).

The crowding effect discussed earlier seems to have been important in Costa Rica, Chile,
and Brazil in the early 1980s, where the informal sector performed relatively worse. In Korea
also, the earnings gap between the formal and the infomal sectors widened during the recession,
probably because of retrenched formal sector employees moving into the informal sector,
depressing the wages in the latter. In contrast to this, in Bolivia and Brazil, hyperinflation
combined with the wage freezes implemented in the 1980s led to an improvement of informal
wages relative to fonral wages.

There has been much discussion about the effect of labor market institutions such as wage
indexation, unionism, legislation on benefits, and job security on labor market flexibility. This
is important, since as Nelson has argued, successful adjustment in the long run not only requires
investor confidence in the government's ability to fulfill its promises, but also the confidence of
the labor movement (Nelson, 1990).
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The range of Bank studies provides an interesting contrast in terms of the alleged effects
of labor maiket institutions causing rigidities in the labor market. In the case of Kenya, for
instance, though the institutions exist they were largely ineffective and their force tended to be
weakened by the existence of a highly elastic labor supply. In Argentina, Brazil, and Costa Rica
the institutions remain strong, whereas in Chile and Bolivia they have been weakened and/or
dismantled. In the Asian countries such as Korea and Malaysia union power, in particular, has
been limited and controlled by the authorities.

Variation in the degrees of regulation and control of labor in the economy, however, did
not appear to strongly influence the performance of labor market adjustment, as contrasting cases
of Costa Rica and Bolivia show. The relatively successful adjustment in Costa Rica and the
problematic one in Bolivia suggests that dismantling labor institutions is neither necessary (Costa
Rica) nor sufficient (Bolivia) for successful adjustnent. Another comparison is between Brazil
and Costa Rica. In Brazil, such political-economic tensions that exist are such that there is no
consensus on what causes continual inflationary tendencies. Although wage indexation is often
blamed for the high level of inflation, it is more a symptom of the defensive ability of one of the
groups engaged in the underlying conflict. In Costa Rica, by contrast, a high degree of social
consensus allowed a union-backed president to undertake very austere measures, in which wage
indexation acually helped the process. It seems, therefore, that labor market institutions are often
a synptom of underlying political-economic forces that make adjustment difficult, so that they
are often unfairly blamed (Kanbur et al, 1991, 40).

Gender differences can also constitute another rigidity in the system. The extent to which
women and men are affected differently as the structure of incentives changes depends largely
on two factors. The first is their relative position in the tradeable versus non-tradeable sectors.
Female-controlled resources are usually distributed between sectors very differently from male-
controlled resources. Second is their differing capacity to shift from the non-tradeable sectors to
tradeables. WNomen's unequal household responsibilities and relative lack of access to productive
inputs and services, such as credit and training, constrain their entry into the labor market. The
important consequence of these differences is that women and men usually have systematically
djjerent capacities to be mobile and systematically different requirements to be mobile (Collier,
1990).

In the case of Ghana, for example, women suffered more from structural adjustment since
they tend to concentrate in commerce and services within the infonnal sector that have tended
to absorb excess labor retrenched from formal sector employment. In addition, if female labor
is skewed away from the export sector as it is in many developing countries, then the labor
mobility into that sector which structural adjustment requires will place a higher requirement
upon women than men. In such a case structural adjustment will be doubly impaired since those
whose mobility is most required would be those who are the least mobile (Collier, 1990, 17).
Therefore, the failure to recognize the male and female distribution of resources, particularly of
labor and the differential constraints on women and men, can threaten the performance and
sustainability of the adjustment program.
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Box 4. Refonuing the Afican civil senvice

Civil service reform is high on the agenda of many African govemments, such as Central African Republic,
Ghana, The Gambia, and Guinea. In the past the civil service in these countries have expanded rapidly and
served in part as welfare systems in a period of economic decline. More recently, under adjustment, hiring
fmeezes have helped to contain the wage bill but the situatio,n is still largely unsustainable. The capping of
wages and promotions of staff have demotivated workers whose morale was already low. Generally
productivity was low, discipline largely lacking, and overall there was little accountability. A number of steps
have been taken to tackle the situation.

Primarily, a staff census has been conducted to eliminate from the payroll the departed staff (ghosts), overage
employees and unwarranted promotions and allowances to determine precisely the numbers and deployment
of civil servants. In The Gambia more than 20 percent of the civil service was identified as superfluous
following such a census and was subsequently retrenched.

Secondly, staff audits have been conducted to match staff requirements to actually staffing, thereby establishing
appropriate staffing structures and identifying surplus staff. To ensure that the most competent staff were
retained, Guinea required all civil servants to be tested. As a result 14,000 staff were placed on administrative
leave pending retrenchment. Ghana carried out a systematic job inspection program that ultimately removed
24,000 civil servants from the payroll over two years.

T'hirdly, personnel information systems have been developed to provide up-to-date data on staff numbers and
their distribution among administrative units by occupational category.

Fourthly, basic in-service training is being designed in the context of a comprehensive civil service human
resource plan and clearly linked to planned career development. In The Gambia and Ghana, the staff audits
were undertaken by selected officials, who were first given intensive training in staff inspection and job
analysis techniques.

Fiflhly, the rehabilitation of the civil service required changes in the statutory and legal framework. To this
end, in The Gambia, there was a revision of the pay and benefit structure and related reward systems.

The implementation of civil service reforms is a long and politically difficult process. Securing acceptance of
the reforrns by ensuring transparency and fairness is important for their success; so too is assisting retrenched
staff to find productive work in the private sector.

Somme: Adapted from Box 2.7, Sub-WSa ica: Fm Cris to Suftaibk Deelopmen Wod Bank 198b.

Labor market adjustment has also affected income distribution. In Africa the Bank
studies have not focused on this issue, while in many instances little or no baseline data existed.
in Latin America, in contrast, there has been considerable preoccupation with income distribution
during the period of adjustment. In Brazil there was a deterioration in income distribution during
1981-85 followed by a slight recovery. In Chile, the pattern was similar but more exaggerated,
with a sharp worsening in 1974-76 accompanying the start of adjustment, deteriorating again in
1979-84. Since then it has improved slightly, but to a level worse than at any time in the period
1960-74. The slim data for Bolivia suggests a possible improvement between 1982-85 (when
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infonnal sector wages rose relatively during the hyperinflation) but by 1988 distribution was back
to the 1982 levels. In Asia, it can be inferred that in Malaysia income distribution improved since
resources were put into agricultute, while in Korea and Thailand the situation probably worsened
due to the focus on heavy industry in the former and the lack of attention to the problem of
urban primacy in the latter (Kanbar et al, 1991, 47).

Pubdic sector employment and adjsnten

In exercising fiscal discipline and trimming expenditure, policy-makers usually move to
increase the efficiency of the civil service (see Boxes 4 and 5). Labor policies feature
prominently in public sector reform since substantial layoffs, particularly in the lower echelons,
cut costs consideravly. The resulting savings in the wage bill are intended **) provide resources
to motivate the remaining work force. This pattem has occurred in many developing countries.

In 1985 in Tanzania up to two-thirds of the lower levels of the civil service were deemed
to be -excess capacity" and made redundant (Tibaijuka 1988). In both Bolivia and Chile there
was substantial labor shedding from the public sector, equivalent to 25 percent of the public
sector labor force in Bolivia, and 3 percent of the total labor force in Chile (Kanbur et al, 1991).
In Ghana, in a two-year period, the infamously overst-ffed COCOBOD lost 54,013 names from
the staff list; 25,000 "ghosts" (nonexistent workers), and a further 9,013 staff were retrenched.
Early SALs in Turkey required that excess labor be identified and eliminated, consequently,
30,000 workers were laid off from public enterprises in the four-year period, 1979-82. Staff
reductions of a significant nature have also taken place in Niger, Togo, Panama, Jamaica, and
C6te d'Ivoire (Nellis, 1990).

In other instances, instead of a shedding of labor there has been a reduction in the growth
of employment. In Thailand, following a period of government employment growth of 10 percent
per year from the .nid-1970s to about 1984, under adjustment there was a drastic cutback to 2
percent per year, a limit that is still in existence for most parts of the civil service today.

Some countries have been less successful in maintaining a low employment growth level,
since in many cases the calculated political nsks were assessed as too high. Retrenched public
sector workers can constitute a formidable political force. In Kenya, for example, where the
public sector accounts for over fifty percent of modmrn sector employment and a wage bill which
constitutes approximately 70 percent of govermment expenditure, employment growth in the
public sector hovered around 4 percent in the early 1980s and accelerated to 4.7 percent per year
in 1987-88 (Milne, 1990). There is little evidence of the govenmment's commitment to reducing
the growth of public sector jobs. In Egypt the measures taken were largely inadequate, and -s
a result government employment has continued to grow at over 4 percent in recent years (Assaad
and Commander, 1990).

Given the relative importance of the public sector as an employer of the better educated,
the decline in demand has increased the level of educated unemployment. This is compounded



41

Box 5. The challenges of public enteqse lefonn

Though public enterprise reform has long constituted part of the adjustment package in many developing
countries, progress has been slow.

In the Philippines, for example, there has been little success in meeting the objectives with respect to the
rationalization of public enterprises. By mid-1990, only 26 percent of targeted public corporations had been
effectively privatized (32 out of 122) and only 48 percent of targets had been abolished. There has also been
some backtracking; 23 corporations originally identified for privatization were later reclassified and retained.
Technical and legal problems have dogged the privatization program. In addition, bureaucratic interests have
become entrenched since the management of public enterprises brings perks and patronage opportunities.

The process of privatization in Senegal has also been plagued by a range of difficulties. This includes the
reluctance to sell to foreigners, fear of concentration of ownership of divested firms, difficulty of reconciling
market value with book value and problems of finding an appropriate and transparent sales mechanism in the
absence of an equities market Consequently, progress has been much slower than anticipated.

The experiences of The Philippines and Senegal accurately reflect the reality in many developing countries.
An important lesson emerging out of this, is that far greater attention must be paid to the logistics of the
process and that policy makers should be acutely aware of the socioeconomic and political context of reform.

by two factors, first, the skill mix required by the public sector is very different from that
required by the private sector, and second, education systems tend to be bureaucratic and slow
to respond to the changing needs of the market. Thus in Egypt, in 1986, about 80 percent of the
unemployed were new entrants to the labor force, mainly graduates in the queue for government
jobs. This is a particular problem for females, since they have few options outside the civil
service (Kanbur et al, 1991).

Government wages seem to have fallen universally during adjustment, due to the pressures
on government expenditures. In some cases, "wage freezes" have also been instituted, as for
example in Indonesia between 1982 and 1985, and in Trinidad in 1987-90. In Egypt, the trend
has been unequivocally downward, with real wages for govenment employees in 1987 amounting
to less than half the 1973-74 levels. In Ghana, though there have been pay increases intended to
improve efficiency within the govemment, the pay structure in relation to neighbonng countnes
suggests the need for further increases, particularly for educated workers. As Table 18 shows, the
real average salary for all sectors of the public service in the Philippines declined during
adjustment. Similar trends have been observed in Malaysia and Kenya.

The evidence presented indicates that the labor market by and large has performed well
vis-a-vis the objectives set. There have not been prolonged periods of unemployment, except in
the case of Chile. This is not surprising since in the absence of unemployment insurance
schemes, unemployment is not an option particularly for household heads. Instead, households
have been forced to pursue other strategies including increasing their participation in the labor
market, international migration, and casual work. The decline in real wages does not vindicate
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Table 18. lie Philippines: Real avenge saaM In the public sector (in 1980 pesos)

Production Social Govemment
related development Defense Education Services

1982 13,351 10,187 3,920 11,692 19,168
1983 12,341 10,456 3,880 10Q683 46,989a
1984 7,107 7,498 (10258)b 8,035 11,460
1985 6,956 7,498 8,965 7,219 10,680
1986 5,184 6,037 3,178 6,841 8,094

Nones:
a The 1983 real salay in Govermu Services must be taken with cauion: according to the original sowce, oal compensation jwuped moe
than ten times in the Ministry of Finane between 182 amd 1983 (which semed unacceptable) while emplymen pacticly stagnated.
b. With regard to the 1984 real salary in Defense. the esigil es show that total corensation junped alnost five times between 1983 an
1984, to notaby dectne theafter, wie en.ptoyment did not rveal major chages.
Source: MISSING (in World Bank, 198Sb, p.144).

the theoretical concerns about real wage rigidity and labor market inflexibility hindering the
adjustment process. Sectoral employment shifts have generally been in the desired direction-that
is, toward tradeables. However, in many instances, this has meant an increase in agriculture and
a decline in manufacturing with relative wage movements supporting this shift in employment.
The decline in relative govemment wages is one factor causing the relative decline in wages in
non-tradeable sectors. The performance of the labor market at this aggregated level bears
implications for urban areas and households. These are discussed below.

e mrban diwmeion

Many of the sectoral trends outlined above are echoed in the urban areas. Prmarily, there
has been an increase in the rate of urban unemployment recorded by a variety of non-Bank
sources. In Latin America, open unemployment increased from an unweighted average of about
6 percent of the urban economically active population in 1974, to 14 percent in 1984. In that
year, urban unemployment reached the highest level recorded in Colombia, Peru, Honduras, and
Venezuela (ECLAC, 1986). The relevant data is presented in the right-hand column of Table 19.
Additional evidence compiled by PREALAC from available household data corroborates this.
This is illustrated in Table 10. Bank evidence from the Philippines also shows an increase in
urban unemployment (World Bank, 1988b).

Though unemployment is measured differently and thus comparisons across countries are
not warranted, the fact that unemployment rates (however measured) increased significantly in
country after country indicates a significant trend.



43

In the absence of unemploymnent benefits, those urban poor made redundant by the
contraction of industry and who cannot find alternative employment in the formal sector are
forced to earn their livelihood from other sources. Consequently, the labor force engaged in low
productivity and sparsely enumerated activities in the informal sector has increased, with
underemployment also rising. In Montevideo, for example, during the crisis years, self
employment and underemployment increased by about one third, and the informal sector as a
whole employed 70 percent more people in 1985 than ten years earlier (Portes, 1989). Table 19
shows the scale of informal employment for various countries in Latin America.

This trend is also reported in Mexico City, Monterrey, and Guadalajara in Mexico. As
Table 20 shows, the rise of the proportion of the self-employed and non-renumerated family
workers in total employment in 1985 compared to 1982 is an indicator of this process in the
urban sectors (Lustig, 1990).

In recent years, therefore, informal employment in the industrial sector has expanded. This
process of productive decentralization is evident in Bogota, Colombia, where the contraction of
regular employment has been accompanied by the proliferation of micro-enterprises to which
production and services are now subcontracted. As illustrated in Table 21, between 1980 and
1983 the informal employment in industry expanded rapidly from 48 percent to 61 percent
(Portes, 1989). A similar trend has been observed in Montevideo. An analysis of LSMS data
reveal a similar pattern in urban Cote d'lvoire. This move toward the informal sector is also
observed by Lorch (1989), who uses Banque des Donnees Financiers (BdDF) data to suggest a
movement of companies from the formal to the informal sector (Blundell et al, 1990) (see Table
22).

In other instances, there has been growth in the "traditional sectorse of informal
emnployment, for example street vending and domestic service. Table 23, showing the evolution
of the labor market in Santiago, is indicative of this.

Changes in the pattern of urban employment have been accompanied by adjustments in
real wages. Devaluation and deregulation of the market, described earlier, impose an upward
pressure on prices (of both finished products and inputs), resulting in a deterioration of the real
wage. In Mexico during the 1981-88 period, the urban real minimum wage decreased by 46.4
percent.

The strategy of dismissing regular employees and decentralizing activities into micro-
enterprises and sweatshops has also had a negative effect; the excess supply of labor on the
market, coupled with the relatively lower wages paid to those involved in informal production,
work to drive the formal wage down. In both Montevideo and Bogota, where this strategy is
comnon, wages have fallen significantly.

The macro changes in income distribution outlined above are echoed in other urban areas,
but the available data relate only to Latin America. Table 24 shows that the average real wages
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Table 19. The uorbn labor market in Latin America in the 1970 and 1980
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Table 20. Mexico un unemployment and stuctne of employment in 1981-t985 (in percentages)

1981 1982 1983 1984 1985

Mexico City

Unemployment rate 3,9 4.0 6.5 5.9 4.9

Wage earmners - 82.5 - - 76.9
Employers - 2.6 - - 3.6
Self-employed - 12.5 - - 14.6
Without remuneration - 2.4 - - 4.9
Total employed - 100.0 - - 100.0

Monterrey

Unemployment rate 4.2 4.9 9.8 7.5 5.4

Wage earnes - 79.0 - - 78.5
Employers - 3.6 - - 3.9
Self-employed - 15.2 - - 14.2
Without remuneration - 2.2 - - 3.4
Total employed - 100.0 - - 100.0

Guadalajara

Unemployment rate 5.8 3.8 7.5 6.1 3A
Wage earners - 752 - - 72.8
Employe; - 3.3 - - 4.3
Self-employed - 16.4 - - 16.2
Without remuneration - 5.1 - - 6.9
Total employed - 100.0 - - 100.0

Source: INEGI, Eues Nacional de Eminpo Utbano. (seveal yeas). p. Peliminisy (n Lusti. 1990).

of the lower nine-tenths of Montevideo's labor force were the same in 1984 as a decade before,
but that since 1981, they had lost about one-third of their purchasing power. Although eaniings
of the top one-tenth did not decline so steeply, they still represented an 80 percent decline over
the ten-year period. Consequently, income inequality in Montevideo, which was traditionally
lower than in the other Latn American countnes, began to approach the 0.50 mark on the Gini
coefficient. In Santiago a similar trend has been observed, but in exacerbated form.

The shift back into agriculture holds important implications for urban areas. In C6te
d'Ivoire, the earnings survey data document that despite subsidies, a large decline in modem
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Table 21. Bogola Evolu0on of dte labor maktet in perentages (1974-1986)

Labor Market
Participation" Self-Employed

Un- and Family InfoImal mpoymnat
Year Total Men Women employment Workers Employment in Industryb

1974 - 81.4 31.4 - 22.1 50.5 40.6
1977 49.8 87.6 36.6 7.8 22.8 - 48.6
1980 54.1 - - 6.8 25.6 - 48.6
1983 56.1 - - 9.3 27.5 46.4 61.3
1986 60.2 85.6 44.0 14.2 24.8 - -

Notes:
a. Wovigge poplin, ages fifte to sity-fou.
b. Figures based on closest year for which data awe available.
c. Sum of self-employed workers mins pwfessionals. doic and unpad fimily workers and owners in small entprses. Figures for 1974
ae based on data for the bre Colombian cides% including Bogota Smill fmns are defined as dtose employing less than five workers in 1974
and ho emplyig less an ten in 1983.
d. Self-employed, unpaid family wokes, d worsers and wokers in fins wih kss n tmen empbyers.
Souzu Cartier (1988); Boursuio (1979); and Lanze1a de Paudo and Muillo (1988). Table 5 (in Poies 1989).

Table 22. C8te divoire: lndushW composidon by employment status

Industry Employees Self Employed

1985 1986 1985 1986

Agriculture 3.8% 1.0%/6 45.1% 45.1%
Manufacturing 19.0% 9.2% 5.8% 7.9%
Services 74.9% 60.0% 47.90/o 46.7%
Other 2.4% 29.70/ 1.2% 0.3%

Source: (in BhidelH eal, 1991. p. 21).

manufacturing employment has occurred in urban areas despite subsidies. In Kenya, the sectoral
employment figures for urban areas show that the manufacturing share has stagnated since 1978.

In Ghana, where there has been a reversal of migration into the capital city, Accra, return
migration has acted as one of the safety valves for retrenched public sector labor, defusing
political and social tension that otherwise would have erupted in urban areas. However, it seems
more difficult to envisage reverse migration to the rural areas in the richer countnes where the
urban households have a more tenuous link to the rural areas (Kanbur et al 1991).
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Table 23. Satago: Evolufion of the labor n=aet (1973-1984)

Unemployment Street Vendors
Labor Open plus Official Informal I
Market Unem- Emergency Employ- Number Annual

Participation' ployment Programs ment' Growth
Year (%/0) (%/0) (%/0) (e/¢) (%/f)

1973 50.8 4.0 4.6 13.4 58,000d 0.6
1976 50.5 18.1 21.0 -
1979 49.2 12.9 15.0 22.9
1982 49.2 22.8 24.7 34.1 10 5 ,4 00d 6.0
1983 - 22.0 33.9
1984 50A 18.9 27A

Notes:
a WodFg-ae popuatn between the agms of (fote ad sixty-four.
b As a pportion of the economically active populaiolL
c Fstas based on iregr employmen in comm and domestic senvies.
d A 1971 figure.
Sourcs Raczynki (1988). Pollack and Uthoff (1986) Martinez (1984), ad Hardy md Razeto (1984) in Portes. 1989.

Table 24. Montevideo: Evoluton of monthly eamngs per employed worker

Per Capita Monthly Earnings Distribution of Eamings

Lower 9 Upper I Lowest Highest GINI
Year Dociles Decile Total Quintile Quintile Index

1973 23.3 66.2 28.8 6.5 43.5 .366
1976 25.9 83.9 34.2 5.5 46.8 .405
1979 23.2 125.3 36.5 5.0 50.8 .447
1981 36.1 180A 50.5 3.7 52.8 .481
1984 23.5 111.6 32.3 3.2 51.5 .473

Note: Anounts are listed in thousands of 1973 pesos per month. wih 93.7 Unrguayan pesos equaling I U.S. dollar.
Sos: Mdgw (1987) and LAinbardi and Vdag (1988) in Porte 1989.

The shift from highly protected import-substitution industrialization toward an export-
oriented model and the proliferation of export processing zones, under adjustment, have affected
the urban spatial environment. These trends have been accompanied by the growth of industries
that are not located in the large cities, which as some believe, partially underlies the changes n
the pattern of urbanization observed in Latin America today. In Uruguay, the most rapid urban
growth during the intercensal period took place in cities such as Bella Union and Artiga, which
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lie at the center of new agricultural export processing zones, and Maldonado and Punta del Este,
which are closely linked with international tourist services. In Chile, the expansion of agriculture
following the application of govenmmental export incentives has led to the rapid growth of several
middle-sized cities (Portes, 1989).

The household level

At the household level, there is evidence of falling income (see Table 25). This decline
in income not only influences households' consumption patterns, as discussed earlier, but also
provokes a range of other responses related to employment and the composition of the household.

Table 25. Santgo: Evoludon of wages and household Incomes (1970-1986)

Average Minimum Poor or Average
Wage Indigent Household Monthly Real Income

Year (1970=100) (1970=100) Income in Pesos'

1970 100.0 100.0 28.5 6922
1976 64.7 105A 56.9 3802
1979 82.2 125.8 35.9 6425
1980 89.3 126.0 40.3 6410
1982 97.6 122.4 31.2 6989
1984 87.1 84.3 48.5 5600
1985 83.2 80.2 45.5
1986 84.9 77.3

Notre:

a in 1977 pesos. with 27.86 Chilean pesos equaling I U.S. dollar.
Source: Raczynski (1988), PoUack and Uthof (1986), CIEPLAN (1987), (in Pontes 1989).

Most important of all is the fact that more members of the household have become
economically active. In the study of Guayaquil, Moser notes that fewer households can now
depend on the income of one earna than a decade earlier. As shown in Table 26, there has been
a decline in the number of households with one worker (from 49 percent to 34 percent) and a
significant increase in the numbers with three or more workers (from 19 percent to 32 percent)
(Moser, 1990).

In a study of 95 households in Guadalajara, Gonzalez de la Rocha noted that the average
number of workers in each household increased from 2.13 in 1982 to 2.69 in 1985, while in 1982
households had one waged worker per 3.09 members (consumers), with the ratio falling
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Tae 26. Indo Guyas: Changes in tlhe nmberof economkally active witn the household, 1978-1988 (in percent)

Number Working 1978 1988

1 49 34
2 32 32
3 11 20
4 6 9
5 or more 2 3
Total 100 98

Soure: Moser, 1990.

to 1:2.59 in 1985. In other words, the income of one waged member in 1982 was enough to
fulfill the needs of three consumers, and in only three years it fell by 16.2 percent, such that one
member's wage was only enough to feed 1.59 other members (Gonzalez de la Rocha, 1988).
Women tend to be the emergent workers in the household, as evidenced by their increased
participation rate in the labor force, which will be discussed more fully later. In Beneria's
research of 55 households in Mexico City, this strategy was more common among the better off
groups than among the chronic poor who had a high number of household members participating
in the labor market even befiore the crisis (Beneria, 1992).

There are also changes in the size and composition of the household. In the Guayaquil
context, there was a notable increase in the number of female headed households from 12 to 19
percent during the decade. There is also an increasing number of de facto female headed
households as illustrated in Table 27, as men temporarily migrated to the rural areas to take up
employment in the expanding tradeable sectors in the rural areas. Although the number of nuclear
and extended families has remained fairly constant, the composition of the extended family has
changed. Households tend to compnse fewer dependents and more younger income-earnng
members.

Table 27. Indio Guayas: Chngfes in the composition of the household 1978 (in percent)

Household Type 1978 1988
Nuclear 52 51
Womei Headed 12 18.3
Extended 25 25
Other 11 5
Total 100 99.3

Source: Moser, 1990.
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In Guadalajara and Quetero Mexico, a similar situation has occurred. The proportion of
nuclear families diminished and that of extended families increased (see Table 28). Gonzalez de
la Rocha points out that this increase has been due not so much to "natural causes, but to
household reorganization in the face of increasingly difficult times." Mosees observations in
Guayaquil are reinforced by the evidence from Guadalajara which shows an increasing
concentration of income eaming adults rather than older dependent relatives in the household.
The larger size increases the likelihood of survival, since more workers are available and more
incomes obtained. The same phenomenon was observed in the city of Queretaro between 1982-83
and 1986, where the proportion of nuclear households diminished from 68.5 percent to 30.0
percent and the extended families (both male and female headed) increased from 22.5 percent
to 60.0 percent (Chant, 1988).

Table 28. Guadaim Social Siuctu of Housebolks 1982-1985

Type 1982 1985

Nuclear 76 (80.0 percent) 71 (74.7 percent)
Extended 8 ( 8.4 percent) 9 ( 9.5 percent)
Multiple family 10 (10.5 percent) 14 (14.7 percent)
Otder 1 ( 1.1 percent) I ( 1.1 percent)

Totals 95 (100.0 percent) 95 (100.0 percent)

N.8. Nuelear - corguga family uiL Extded conjualp famity unit with other members not tomming a second conjuggal famniy unit
MuWiple - more than one coqiugal family unit the same household
Sowce: 1982 household sample: 1985 follow-up, including splacemet cases. (Gonzales de Is Rocha. 1988).

Public sector employees often supplement their income in the informal sector to maintain
the household's standard of living. It is important to note that this strategy had been in place prior
to adjustment, since public sector wages had been severely eroded during the recessionary penod,
such that adjustment may have merely served to intensify it. Such a trend can negatively affect
the level of productivity and efficiency in the civil service since many of these activities occur
during work hours. This has been observed in Ghana, Uganda, and The Gambia (Perscomm,
Nunberg). At the household level, this has also increased the number of women entering the low
income labor market as "additional workers," as observed in Peru. (Standing, 1989)

There is also an increasing tendency to depend on remittances to supplement household
income. According to Antrobus et al, in the Caribbean, remittances are spent on household
expenses and consumer goods and when current needs are met, on improved housing. Therefore
they do not appear to contribute to productive investment in the Caribbean. There is also little
effort to pool resources for community projects. In some cases, remittances may reduce the need
to seek local sources of employment. A 1980 study in Santiago, Dominican Republic, found a



51

inuch higher percentage of unemployment among heads of households with members who had
migrated compared with households without migrants. The mean amount remitted per household
was nearly equal to the 1979 median monthly wage in the city (Antrobus et al, 1990).

The lntihousehold level

In the context of economic crisis, households are compelled to maximize their sources of
monetary income, especially in situations of high male unemployment. Women therefore tend to
act as "shock absorbers" who accept very low wages and increase their participation in the labor
market. This is because the allocation of women's labor time between reproductive and productive
work is known to be considerably more elastic to the income level of the household than is male
labor (Collier, 1990).

In Guadalajara, the households in the survey showed interesting changes in this regard.
Women workers younger than fifteen years increased their participation by 14.3 percent over the
period 1982 to 1985, while the age group fifteen and over increased by 25.4 percent. (see Table
29.) However, households without working girls decreased only slightly from eighty-nine in 1982
to eighty-seven in 1985, although households without working women aged fifteen and more
decreased from forty-six in 1982 to thirty-nine in 1985. Chant's study in Queretaro points to
similar trends with the percentage of women with work in low-income settlements increasing
from 30.3 percent in 1982 to 55.0 percent in 1986 (Chant, 1987).

Tabk 29. Guad Women In the labor ma,ket, 1982-1985

Age Groups
-15 years 15 years

or more

1982 7 63
1985 8 79
Increase (per cent) 14.3 25.4

source: 1982 old sample and 1985 follow-up (Gonzalez de h Rocha. 1988)

Further disaggregation reveals some findings about which women work. In Malaysia, the
highest rates were among females sixteen to twenty-four. Beneria (1992) and Humphrey and
Hirata (1990) note that the extent of female participation in Mexico and Brazil respectively
depended on age and manital status. Overall, fewer older, married women were engaged in
employment outside the home. In the case of Guayaquil, Moser observed that one of the factors
determining which women work is the number of persons in the household involved in the
productive work generating a reliable income. A secondary factor, however, was the stage of the
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household life cycle and the number of female members of the household available to take up
reproductive work (Moser, 1992).

Where women work is also an important consideration. The increasing femninization of the
labor market, discussed earlier, has led to the concentration of women in particular segments of
the labor market. Many are concentrated in the informal sector in low paid, low productivity
activities, at home or in the vicinity. This largely reflects the contracting formal sector market,
women's low level of skills, and the constraints experienced by virtue of their domestic
responsibilities. This is reportedly the case in the Dominican Republic, Venezuela, Jamaica, and
urban Africa (see Table 30).

The informalization of industrial production in cities such as Bogota and Montevideo and
the growth of micro-enterprises has also led to the increased utilization of female labor. For
example, in the leather export industry in Bogota, women accounted for more than two-thirds of
skilled homeworkers and sweatshop laborers. (Prates, 1983 in Portes, 1989) In the Caribbean,
though data are largely unavailable, there is some evidence to suggest that garment manufacturers
appear to be tuming to the use of domestic homeworkers as a means to cut labor costs. This type
of arrangement allows the manuficturer considerable flexibility in determining the size of the
labor force and the work conditions and offers increased instability to women (Antrobus et al,
1990).

The EPZs (export processing zones) provide an employment growth area where women
are fast becoming the emergent industrial workers (see Table 31). In the Dominican Republic,
under adjustment, the number of companies in the Free Trade Zone increased from 103 in 1983
to 224 in 1988, and the number of employees quadrupled, reaching an estimated eighty-five
tiousand in 1988, 84 percent of whom were women. Overall, in the Caribbean, the proportion
of women employed in manufacturing rose from 7 percent to 8.7 percent of the female labor
force (Antrobus et al, 1990) In Malaysia, between 1980 and 1987, the percentage share of
females in industry increased from 33.5 to 35.4, with the most significant growth occurring in
manufacturing, distribution, and services (Mazundar, 1991).

The increased participation of women in the labor force has important implications for
women and their families. The income earning capacity of women can potentially increase their
"visibility" in the household and strengthen their bargaining power vis-a-vis their male
counterparts. Trends observed in Tripp's study of urban Tanzania exemplify this. She notes that
"necessity has forced many women into earning money themselves in a way that has profoundly
challenged men's traditional views about the advantage of them playing a less conspicuous
economic role in the household. More importantly, it changed women's own view about the
nature of their contribution to both the family and society in general, such that women's
involvement in small projects enhanced their decision-making powers with respect to household
finances" (Tripp, 1989).
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Table 30. Guadalajm Occupations of female heads, 1982-1985

Type of Occupation 1982 1985

Domestic service 18 17
Housewife 56 49
Fonmal services 0 1
lnfbrmal services 9 14
Formal industry 0 2
Infornal industfy 8 9
Student I 0

Total 92 92

Source: J982 household sample; 1985 follow-up (Gonzalez de b Rocha. 988)

Additionally, the pressure to earn an income can make it increasingly important for
women to control their fertility. Moser found this to be the case in Guayaquil where, taking into
account the stage in the life cycle, the 1988 subsample showed that while a quarter of the women
were not using any form of contraception, and a further quarter were using the coil, 42 percent
had undergone tubotamy, at the birth of their youngest child. However, women were not in
control of this decision, with their husband's permission required for the operation (Moser, 1992).
Bardhan predicts a similar scenario for women in South Asia as their participation in the labor
force increases (Bardhan, 1990). At the same time, long hours of work in oftentimes substandard
conditions can impact negatively on the women's health. This is most likely to affect poorer, less
skilled women in laundry or domestic service, particularly heads of households, and those who
have increased their workloads, to maintain their real standard of living.

In many instances, women's increased participation in productive work has not been
complemented by men taking up reproductive responsibilities. In the Caribbean, for example,
Massiah reports that women received only limited support when they tried to combine their
household responsibilities with income earning. "Although males recognized the need for their
female partners to contribute financially to the household and encouraged them to do so, few
women reported help from their partners with household and other domestic chores" (Massiah,
1989). The same applies in other contexts. In the Philippines it was found that increases in the
mothers' time on paid work did not result in decreases in time spent on household tasks. In
Buenos Aires, housewives without outside employment spent over more than ten hours a day on
domestic work, while those in paid employment still spent eight hours on domestic work, making
a working day of at least thirteen hours (Commonwealth Secretariat, 1989).
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Table 31. Pewenaage* of women among mufactruug employees, developing countules, 1975487

Country Souce+ 1975 1980 1985 1986 1987

Attca
Botswana (3) - 17 27 24 -

Kenya (3) - 9 10 10 10
Mauritius (3) 49 56 62 59 57
Swaziland (3) 16 26 27 31 -

Tanzania (3) 10 9 - - -

Zimbabwe (3) 8 7 7 - -

laffn Amedca
Costa Rica (1) - 27 30 30 311
Cuba (3) - 26 31 31§ -

Mexico (2) - 21 25 26
Panama (1) 25 - 24 26 -

Puerto Rico (3) 48 48 49 48 48
Venezuela (3) 21 24 - - -

Asia and the Paciic
China (4) - 40 40 41 41
Hong Kong (3) 52 50 50 50 50
India (3) 9 10 10 9 9
Jordan (3) 12 10 - - -

Korea Rep. (3) - 45 42 42 -

Singapore (1) 41 47 46 47 48
Sn Lanka (3) 32 31 39 45 -

Thailand (1) 41 42 45 45

* Fwes have been mrnd
+ (1) labor force surve; (2) Social suanesaistics (3) Esblishment Surveys; (4) Officia emates.
+ Prior to 1987: incluing minng.
§ Pior to 1986: icluing wat.
Soume: ILO. Yea Book of Labor Staistic (various yearsXin Stndin 1989).

Female siblings usually take up the slack. In Beneria's survey, 53.1 percent of the
households in which the crisis had generated changes in domestic work, it was felt that daughters
had to help more (Beneria, 1992). But as Elson points out, women's unpaid labor is not infinitely
elastic; a breaking point may be reached and women's capacity to repioduce and maintain human
resources may collapse (Elson, 1989).

The reduction in parental control can prove detrimental for teenagers. In Guayaquil,
teenage boys had a greater propensity to drop out of school and become involved in street gangs
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and the drug culture (Moser, 1992). In Nigeria, the rise in long distance export trading by
women, under adjustment, has meant longer absences from the home with important
consequences. There has been increased strain for the spouse (which may induce overt or covert
polygyny), and the neglect of the children often resulting in behavioral problems such as
delinquency (Sparr, 1990). Lnternational migration among women (mainly to work as domestic
servants) has increased over the years. This can negatively affect the cohesion of the family unit
and give rise to the behavioral problems among children associated with the lack of parental care
outlined above.

There is much debate about the impacts of women's paid employment on child nutrition.
Jiggins and others have argued that this may have detnmental impacts if there is no substitute
home help (Jiggins, 1989). Leslie has suggested, however, that there is little evidence of a
negative effect of maternal employment on child nutrition (Leslie, 1988). In fact, some studies
suggest that there can be a positive impact on child nutrition on mothers' working, through the
increased income coming into the household. It is generally the case that a relatively high
proportion of women's income is devoted to household welfare (Caroloni, 1984).

Women can also be severely affected by the restructuring of the public sector and the
privatization of state-owned and controlled enterprises. In the public sector, not only are women's
wages and work conditions better on average than in the private sector, but also the wage
differentials between men and women are smaller. There is prima facie reason to suppose,
therefore, that women's wages will fall absolutely and relativelv by virtue of cuts in the public
sector and privatization. In fact, in Tanzania poor and mniddle class women gave up "status
employment" for the informal sector, as wage restraints unposed under adjustment took effect.
(Tripp, 1989) Similar trends have been reported in Nigeria where professional women leave jobs
to become traders in the informal sector because of better income opportunities. In the case of
Jamaica, many professional women have migrated, for instance, 95 percent of nurses trained
between 1978-85 migrated (Antrobus et al, 1990).

Complications arise in attempting to determine the incidence of redundancy on women.
On the one hand, women may be disproportionately affected particularly where they make up a
relatively large portion of the less secure positions. In the public sector the excess !abor is
concentrated in these positions, which are the first to be cut in any expenditure reducing strategy.
Careful study of this phenomenon is still required, since it is not known who suffers most directly
from such cuts. On the other hand, it is interesting to note that, from the sketchy evidence
available, women's share of public sector employment has grown over the last few years (see
Table 32).

The indirect effects are even more difficult to unravel. Where men have predominated in
the public sector, for example in Africa. they make up the majority of the retrenched workers.
Ex-public servants often receive handsw.ae severance benefits which are used as start-up capital
for small businesses in the private sector, increasing the competition for women in this sector.
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Table 32. Fanni duhre oJ public sere employmen. Sekeled deveoping couatre (pct).
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Box 6. Pancho, the sboe sbine boy

Pancho is ten or eleven years old. He is a shoe-shine boy on one of the squares in the old part of La Paz from
seven in the moming to eight at night, interrupted by a few hours of school in the afternoon. Pancho does not
make much but his earnings are his family's most impottant source of income. His family consists of his
mother and four siblings.

Pancho goes to a center for s;-pe-shine boys everyday. The boys get a hot meal at noon and help with their
homework, but only if they go to school sn the aftemoon. "That's OK," says Pancho "people are at work
during those hours anyway, so there is nothing else to do." The boys leave their gear at the center every night.
The center has a bakery, tailor's shop, and a wood working shop where the boys can learn these crafts. The
income from the sale of the bread and private donations pay for the recurrent costs of the center.

Surce. Adapted firn Box 3.1 in Wrld Bank, 199OIL

This tendency may be compounded by the business coniacts gained by men from their long
presence in the public sector (Standing, 1989).

Children are another source of labor in the household. Their participation in productive
work either part or fill time is on the rise. As Gonzalez de la Rocha points out, "This is not the
outcome of a natural process, but rather a deliberate strategy to deal with the economic crisis"
(Gonzalez de la Rocha, 1988). Teachers in schools in low income urban areas in Ecuador
reported that a significant numbers of children held jobs, even in the lower grades. The use of
child labor in Ghana has intensified during the 1980s. At is most apparent in the infonnal sector,
pticularly hawking and a modem form of "child pawning" into domestic service to reduce the
living costs of the poor households (UNICEF, 1988a). This trend is common not only in
Guadalajara, Ecuador, and Ghana but also in Mexico City (Beneria, 1992) and Tanzania
(Tibaijuka, 1988). As will be discussed later, this has affected school drep-out rates and
attendance.

Public Expenditme

Under adjustment, in addition to reforming the public sector and reducing public transfers,
namely subsidies, governments attempt to streamline their fiscal accounts tirough changes in
public expenditure on both economic and social infrastrucwre and services.

The first set of measures entail a reduction in the share of central govemment budget
allocated to public infastructure. Once the state assumes the role of "enabler" rather than
"provider" of public infrastructure and services, a policy environment is created in which private
enterprises, households, and community groups can play an increasing role in meeting their own
needs (World Bank, 1991a). These measures are also intended to eliminate waste and make the
-ystem more efficient and effective.
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Second, cost recoveiy mechanisms have been implemented to ensure greater sustainability
of public servic-e delivery with user fees introduced or increased. However, user fees can also
serve other purposes. They can empower beneficiaries to demand improved services and foster
a sense of individual and community responsibility for their delivery, as well as generating
benefit revenues from those who benefit from the service and discouraging the overuse of
services (World Bank, 1989b).

Key findings

Structural adjustment has had a variable effect on public expenditures for health,
education, and other services and there is no disceniible pattern related to adjustment status. The
lack of a rigorous methodology and inadequate data have made the analyses of the impacts of
adjustnent on the various sectors and the household inconclusive. However, where reductions
have taken place, it is evident that there are very serious implications for the urban sector.
Deficient provision of economic and social infrastructure negatively affects urban productivity
and constrains the contribution of the urban economy to macroeconomic growth. Case examples
drawn from Nigeria, and the Philippines illustrate this (Lee at al, 1989).

Changes in public infrasctume spending

Changes in the level and composition of public expenditure during the 1980s have had
a number of important affects on the provision of infrastructure and the effectiveness of service
delivery.

In assessing the aggregate trend of social spending in the 1980s, Kakwani, Makonnen, and
van de Gaag (1990), using the Intenational Monetary Fund Govemment Finance Statistics (GFS)
series, aggregated government social expenditure as a share of total central government
expenditures and of GDP. They divided the sample of thirty-four countries into intensely
adjusting countries, those that received three or more World Bank Structural Adjustment or
Sector Adjustment loans that began before 1985 Intensive Adjustment Lending countries (IALs);
those that received fewer loans but began before 1985 and finally those that received adjustment
loans after 1985; and those countries that have received no adjustment loans from the World
Bank.

Table 33, which illustrates social welfare expenditure as a percentage of total expenditure
and expenditure as a percentage of GDP, shows that between 1975 and 1986, total expenditure
as a proportion of GDP increased for most IAL countries, particularly for Mexico and Costa
Rica. Tanzaia, in contrast, is the only IAL country that experienced a sharp decline over the
penod
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In examining sectoral expenditure, on average the share of spending on education and
health in total govenmment expenditure increased slightly from 20 percent in 1975 to 21 percent
in 1980, decreasing to 17 percent in 1986. The intra-country group variation is also significant.
While Korea sustained an upward trend in its expenditures on health and education, Mexico,
Tanzania, and Turkey had experienced continuous declines. With regard to the share of
expenditure on other welfare programs, there was increase for the group as a whole, due mainly
to increases in Chile, Costa Rica, and Pakistan.

The upward trend in the public expenditure/GDP ratio also holds for the "pre-1986" and
"post-1985" countries. However, for the pre-1986 group in both education and health, a decease
in the ratio between 1975 and 1980 was followed by an increase between 1980 and 1986. The
share of other welfare expenditure also decreased in the 1980s. For the post-1985 countries, the
share of total expenditure on education and health decreased, whereas the share of other welfare
expenditures increased slightly.

On average, for the non-adjustment lending countries (NALs), the ratio of total
expenditure to GDP was maintained between 1975 and 1986, with many of the countries-for
example, Venezuela, Sri Lanka, and Cameroon-experiencing increases. However this was
probably accompanied by a lower real level due to sharper declines in per capita income. The
share of education expenditure increased slightly while that for health hovered around 4 percent.
A similar trend is observed for expenditure on other welfare.

Table 34 indicates the trend in per capita welfare expenditures over time. In real terms,
total per capita govenmment expenditure increased during the 1980s. The most notable exceptions
are Tanzania, Liberia, and the Dominican Republic. Real expenditures on education and health
decreased in IAL countries, whereas expenditure on other welfare programs increased. The
decline in health expenditure was larger than that in education. Real expenditure on education
and health in the pre-1986 countries increased slightly, while expenditure on other welfare
programs decreased slightly. For the post-1985 and NAL countries, real expenditure on education,
health, and other welfare programs increased.

The trends do not show an overall reduction in expenditure as a percentage of GDP, nor
is there a discernible pattern related to adjustment status. Though social sector expenditure as a
percentage of total expenditure shows relatively stable patterns, the within-country group variation
is large. Expenditure on health and education has increased in NAL countries. Most of the IAL
countries show a decrease in per capita expenditure in education and health. A few show an
increase in other welfare expenditure. In the case of Brazil and Mexico, this took place against
a backdrop of expansion in govermment expenditure, thus revealing the relative "vulnerability"
of these sectors.

Cornia et al, also using IMF GFS data, analyze the impact of adjustment on govenmuent
expenditure, particularly on education and health. As Table 35 shows, in Latin America from
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Table 34. Per capita wefare expendihr in 1980 PPP dollars
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1980 to 1984 expenditure on health per capita fell in fourteen countries. For most countries, data
are not available for 1979-83. For these years, per capita expenditure on health fell in seven out
of the fifteen countries in Afiica, in three out of the seven in the Middle East, and in four out
of twelve countries in South and East Asia. In the education sector, there were cuts in a third of
the countries in Africa for which there were data and in two countries each in the Middle East
and Asia. It should be noted that the data do not extend to all countries, nor are they up to date,
stopping in many cases in the early 1980s (Cornia et al, 1987).

Furtier analysis of those countries most severely affected by cuts reveals that the cuts in
health expenditure per capita exceeded the rate of decline of GDP in all countries except two.
Thus while countnes that cut expenditure on health and education were on average those
experiencing worse economic conditions than those with increased social sector expenditure, the
evidence shows that there was room for choice about the direction and extent of changing social
expenditure. This needs to be disaggregated. As Table 36 illustrates, the experience of Africa
contrasted with that of Latin America. In Latin America, the decline in GDP led to more cuts in
social sector spending than in Africa. Expenditure per capita on education fell in 59 percent of
the countries in Latin America, compared with 33 percent of the countries in Africa; and on
health by 61 percent of the countries in Latin America and 47 percent of the countries in Africa.

Cornia et al concluded that, overall, expenditures on health and education fell sharply in
a large number of countries in the developing world, while growth rates decelerated everywhere.
The declines in per capita expenditure on health and education were more widespread in Latin
America than in Africa. Typically, Latin American countries cut education more while African
countries cut more on health (Comia et al, 1987).

The pattem of expenditure within the sectors is also important. It is often assumed that
when social spending is cut, services to the poor are cut most. The evidence is inconclusive. Both
Bank and non-Bank studies have shown that in many contexts expenditure has been skewed in
favor of the non-poor. In the case of the Philippines, for example, government expenditure
supporting four modern hospitals specializing in heart, kidney, and lung diseases is five times as
great as expenditure on primary health care (Cornia et al, 198'). In a recent Bank study, Ferroni
and Kanbur found that in sub-Saharan Africa, though there was no evidence of a decline in real
resources devoted to the social sectors in the 1980s, there was a bias in provision to the wealthier
urban groups. In Ghana, for example, the Ministry of Healths budget is directed predominantly
at curative care. In Tanzania, hospital services account for 68 percent in the 1988/89 budget of
the central Ministry of Health, whereas preventive services claim 5.9 per cent (Fenoni and
Kanbur, 1990).

The experience of Zimbabwe in the 1980s provides a sharp contrmst. The share of both
primary education in total educational expenditure and primary health care in total health sector
expenditure increased in the 1980s. (Davies and Saunders, 1988) In Korea, subsidized medical
progams aimed at the poor were expanded during the adjustmnent period and other programs
were maintained. Chile has also managed to maintain services to the poor during its fiscal
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adjustment. Despite lower spending on goods and services overall, basic health and child nutrition
programs targeted to the poor expanded. During the 1980s the percentage of public spending
targeted to the poorest 30 percent increased while that to the richest 40 percent declined (World
Bank, 1990b).

Tabe 35. Annual peeneage chnge in per capita expenditue on health and educaion, 1973-79 and 19794L3 (at
constw peces)

Number of 1973-79 1979-83 Percent of
Countries in countries
sample decelerating

Africa 10 + 3.5 -0.1 60
Latin Amenca 14 + 4.2 +2.3 80
Middle East 2 +11.7 -7.2 100
South and

South-East Asia I +10.2 +7.2 80

Note: Figwus ate regional avaages weighted by 1979 expendiute on health and educazion. (Comia et aL 1987)
Sowre: IMF (1986c).

Under adjustment, budgetary cuts tend to fall heaviest on capital expenditure while
personnel costs are more difficult to adjust. In Cameroon, for example, salaries rose to 99 percent
of total recurrent health spending in the fiscal squeeze of 1985-87. The drastic reductions in
capital expenditure and the non-wage component of recurrent expenditure hold serious
implications for the quality of the service delivered. The education and health sectors in many
developing countries are charcterzed by shortages of inputs such as books, equipment, and
essential drugs, while the physical infrastructure such as health posts and schools are also in
disrepair (see Box 7). Even tertiary education, which in both Latin America and Africa usually
receive a disproportionate percentage of the education budget, is experiencing difficulties.

The Chilean case is an exception to the trend outlined above. In education, the
govemment maintained quality by ensuring an adequate supply of materials and inputs. In fact,
expenditure on these items increased in real tenrs despite cuts in total education spending.

Diffenng conclusions about the sociai impacts of public expenditure changes reflect
differences in methodology and data bases used. UNICEFs 1987-88 study identifies ten
developing countries in which social progress has deteriorated or else reversed. The changes in
outcome indicators are summarized in Tables 37 and 38. In contrast to this, Kakwani et al (1990)
using Bank BESD reach largely positive conclusions. Overall, they found that longevity increased
in the 1980s, with a slightly better performance than the 1970s. Infant mortality declined steadily
in the three five-year periods from 1972 to 1987. Undernutrition as measured by aggregate caloric
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adequacy indices worsened from 1980 to 1986, particularly in Africa. However, there is a
generally improving trend in the nutritional situation. The data showed an overall improvement
in protein intake in eighty-six developing countries between 1980 and 1986, rising from fifty-six
to sixty-one grams per person per day. Except for the intensely adjusting countries, gross primary
enrollment ratios increased between 1970 and 1985. Net primary enrollment followed the same
trend. The rate of growth of both students and teachers dropped

Table 36. ounabies with the most seveml cuts in per capita GDP and health and educaton expenditures (annual
perenqtae change)

Health Education GDP

Africa 1979-83 1979-83 1980-85
Ghana -15.8a -9.5a -4A
Malawi -9.8a +7.Oa -1.0
Sudan -9.5 -16.8a -2.6
Togo -7.5 +3.3 -3.7
Liberia -6.9 -0.6 -7.1
Mauritius -6.6 -7.7
Tunisia -6.4a -16.6a +1.4

Latin America 1980-84b 1979-83c 1980-84b
Bolivia -77.7d -14.1 -27.5
Guatemala -58.3 -14.8
Dominican Republic -46.5 4.1 +1.8
Surinam -44.2e
El Salvador -32A -8.1 -25.6
Chile -23.8 +0.7a -6.7
Barbados -21.3 -5.0
Jamaica -18.5 -24.1 f -5.6
Costa Rica -16.5 -16.Sa -12.3
Honduras -15.2 -11.5
Argentina -13A -6.1a -12.0
Uruguay -13A -6.1a -12.0

South and East Asia 1979-83 1979-83 1980-83
Sri Lanka -12.9a +1.6a +2.5
Philippines -1.3a +0.8a -2.7

Middle East
Israel -3.8a -0.4a -0.1
Jordan -3.ta +2.3a +1.3

Note. The lh extds only to counies for which data am avaiable. Full data we only available for 15 counies in Afiica (out of a possibte 38).
a 1979-82 b Cumulative c Per annum d To 1982
e To 1983 f Cumulative 198048
Surme: Comia et aL 1987.
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Box 7. MIe crsis of quality in Afdean education

The scarcity of funding for capital investmer.t and non-slary operating expenses has seriously undermined the
quality of education in Africa. At the university level the situation at Nigeria's University of Ibadan illustrates
the problem.

"For several months now we have been expected to come a physics lab without electricity, perform
biology and zoology experiments without water and get accurate readings from microscopes blinded
by use and age. Chemicals are unimaginably short . (Oduleye, 1981).

The lower levels of the system are also starved of resources. In Nigeria, school buildings, partitioning, and
fumiture are grossly inadequate. Many Northern primary schools have no roofs, some have had walls blown
away, and some have no desks and chairs. In southem states, children can be seem carrying their own desks
to school every day. Fuller, on a visit to an urban school in Malawi 1988, reported that the headmaster was
cutting 16-sheet exercise books in half and rationing them over the school year. Schools in Malawi report that
64 pupils are enrolled for every roofed classroom. Average class size is lower since many classes meet
outside under a shady tree (Fuller, 1989).

from 1975-80 to 1980-85. The student rate dropped more, indicating lower student teacher ratios.
Recent work by Grosh on Latin America also paints a more positive picture (Grosh, 1990).

By and large, the 1980s have experienced a decline in expenditure on economic
infiasttr and services. Due to data constraints, only expenditure on services is presented.
Figure 5 shows that in each of the selected countries, there was an overall decline in the level
of expenditure throughout the period 1980-87. It is important to note that the level of total
expenditure was also falling at this time.

Unfortunately, lack of data does not allow for a full discussion of the changes in the
composition of economic infrstructure under adjustment. However, generally during periods of
economic decline and financial stringency, capital expenditure and expenditure on mnaintenance
and supervision, in particular, are key areas for financial retrenchment Cerainly the effectiveness
of infiucture delivery has been problematic. In many nations in sub-Saharan Afnca, for
example, the declining real wage of civil servants has led to a crisis in motivation and the ability
to deliver services. In addition, the insufficiency of funds for materials, operations, and
maintenance and the mobility of personnel has had the effect of undermining the delivery of
government services (Ferroni and Kanbur, 1990).

In some instances, the private sector and nongovemrnmental organizations (NGOs),
operating at the community level, have also "crowded in" to compensate for the shortfill in
provision of both social and economic infrastructure. Some of the community level initiatives
have been encouraged by government while others are funded by bilateral and multilateral
agencies. In Guayaquil, Ecuador, for example, Plan International is actively involved in
"developmental" progams at the community level (Moser, 1992). In Bolivia in 1988 NGOs
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channeled US$19 million into the health sector. In comparison, the Ministry of Health spent
US$22 million. At least US$130 million was channeled into El Salvador through NGOs in
1987/88, with most of it concentrated in the social sector. By comparison, government
expenditure in education and health was an estimated US$127 million in 1987 (Grosh, 1990).

The uutan dimension

Cuts in public infrastructure spending under adjustment can lead to deficient provision of
infiastructure and services with adverse effects for urban economic activity. This depends heavily
on infrastructure such as power, roads, and water supply. Similarly, the potential economic
contribution of the urban population is largely dependent upon their access to adequate housing,
education, health services, sanitation, and water. Deficiencies in provision therefore impose a
heavy burden on the productive capacity of individuals, households, and businesses and can limit
the contribution of cities to macroeconomic development.

Recent Bank research in Nigeria has demonstrated that unreliable infrastructure services
impose heavy costs on manufacturing enterprises. Most manufacturing companies in Lagos own
an electric power generator to cope with the unreliable public supply. A sizable percentage of
companies' capital (10 to 35 percent in the case of electricity generation) is spent on its own
provision of services with this burden falling more heavily on small enterprises. The high
operational costs of companies in Nigeria and many other low-income developing countries
prevents the innovation and adoption of new technology, making it difficult for them to compete
in the international market. This has serious negative implications for the birth and growth of
small businesses and for the generation of income and employment in urban areas (Lee et al,
1988).

In the Philippines, the power sector was severely affected by the investment cuts of the
macroeconomic stabilization program of the mid-I 980s. Virtually no new investment were made
then; in addition, earlier investments were mothballed in 1986 for safety and financial reasons.
These trends combined with the soaring demand, and the lack of plalning and coordination in
this sector, largely contributed to the power crisis that gripped metro Manila in the first half of
1990, with consequent negative impacts, particularly on the industrial sector (World Bank,
1990f).

Inadequate transport and traffic congestion impede the movement of goods and services
and reduce the economies of agglomeration of urban markets. They also reduce the mobility of
the urban poor and restain their access to labor markets. During adjustment, public provision of
tansport can be adversely affected by the cuts in subsidies. Even when it is largely pnvately
provided, problems may arise.
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Nigeria is a case in point. Public trnsportation in Nigeria has been dominated by the
private sector for many years. In 1987, more than 98 percent of all urban aansport journeys in
Nigeria's urban areas were provided by private operators. The devaluation of the Naira and the
drastic fall in GNP per capita between 1984 and 1987 led to rapid increases in the price of
vehicles and spare parts and high credit costs, all of which negatively impacted on supply.
Between 1982 and 1989, the number of new vehicle registrations per year fell from 224,000 to
approximately 50,000. These factors, combined with the erosion of real incomes, squeezed profit
margins. Therefore, "the principal cause of the current supply crisis is the impact of structural
adjustment on the private sector' (World Bank, 1990i).

On a more positive note, the adjustment process has encouraged the increased
participation of the private sector in the provision of i&astructure. In Accra, Ghana, for example,
private bus operators are malkng a breakthrough in the provision of much needed public
transport A small private business started in 1985 now owns forty buses and provides regular
passenger services on many routes in Accra. In other parts of sub-Saharan Africa, infiastructure
has long been privately provided (see Box 8).

Education increases the productivity of labor, the main asset of the urban poor. Though
studies on the link between education and informal sector workers are scarce, those that exist
point to benefits. More education gives the worker a wider range of self employment options and
allows him or her to choose more profitable altematives, for example, modem trade rather than
traditional handicrafts (World Bank, 1990b). The effects of better health and nutrition on
productivity are less well documented than the effect of education, and the studies conducted
concentrate on agricultual workers. However, it is safe to infer that a healthy labor force impacts
positively on the level of urban productivity. Public sector cuts which reduce the quantity and
quality of social infstructure and services to the urban poor are therefore cause for concern.

In S&o Paulo, for example, the cuts in health expenditure combined with the general
economic difficulties faced by fimilies may have been the cause of low birth weights during the
period 1980 to 1984. Table 39 illustrates this (Macedo, 1988). In Accra, Ghana, it would appear
that cuts in health spending are reflected in the high levels of child malnutrition; the highest
proportion of clinics with very high levels of malnutrition (83 percent) were found in this urban
area, as against 73 percent in the Upper Region, 50 percent in th Nolthem Region, and 27
percent in the rest of the country (UNICEF, 1988a).

In the education sector a number of input indicators reveal the declining quality of
education during the 1980s. In Dar es Salaam, for example, the teacher:pupil ratios fell from 1:45
in 1983 to 1:65 in 1988. The classroom: pupil ratio is even worse; it is reported to have declined
from 1:50 to 1:73 over the same period (Feldman, 1989).

A range of other amenities can also indirectly impact on urban productivity, among these
are housing, water, and garbage disposal. The !Musing sector has been adversely affected by the
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Figure 5. Trends In economic servics expenditure. (As a percentge of totl expenditure.) Selected counries.
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saringent financial situation in the 1980s. The following data compiled from the IMFs GFS report
reflect this (see Figure 6). In the Philippines, for instance, housing production experienced a sharp
drop, particularly in 1985 when only 17,770 new units were constructed under both assisted and
govenmment financed projects. A marked increase, however, was apparent in the

Table 39. Stae, capital, and gmlter Si Paulo ngion: peaenage of children with low bklh weight who died aef%wu
flint bluday, 1979-1983

State of Greater City of
Sao Paulo Sao Paulo Sao Paulo

1979 17.1 19.3 19.7
1980 18.2 21.6 22.2
1981 19.9 22.0 23.1
1982 20.3 22.7 25.8
1983 21.6 25.5 26.4

Sre: Foundat SEADE (Stttisaical Agency of fte Stane of So Paulo) in Macedo 1988.

development of sites and services schemes. The urban housing shortage remained critical,
particularly in Metro Manila, in view of the unabated migration to the cities (UNICEF, 1988b).

The housebold level

The household budget comes under increasing strain with the introduction of or increase
n user fees for education and health and other services such as electricity and water. In
Guayaquil, the annual school entry matriculation fee has become a crippling expense for those
households that are unable to save during the year. In some instances the fees can cost up to
more than one months' salary of a domestic servant. This is in addition to the costs of books,
uniforms, and tansportation (Moser, 1992).

In Guadalajara, household expenditure on education actually declined from 6 pe .ent to
4 percent. However, this did not necessarily entail a decline in educational opportunities for
school age children-merely that less money is being spent on the items related to school
attendance. In 1982, the amount of money given to children to take to school (pocket money to
buy snacks and lunches) was often above 50 percent of the total education expenditure, an
amount notably reduced by 1985. By the latter year mothers were providing homemade snacks
to save money (Gonzalez de la Rocha, 1988).

The introduction or increase of user fees for health care has increased the possibility of
poorer households being priced out of the system. In Jamaica, an overhaul of health policies
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Box 8. Pdvate pailipallon in infsmctuw povisbion

Private enterprise can provide infiastructure efficiently as the following examples illustrate.

Private Water Supply. Successful private provision of infrastructure is demonstraied in Cote d'lvoire, where
drinking water is supplied by the Societe de Distribution d'Eau de la Cote d'lvoire (SODECI) to 130 cities and
towns. SODECI is jointly owned by private Ivorian interest, the government, and a French firm. SODECI
has operated under a system in which the public authority handles the construction of the system but contracts
out its operation, maintenance and collection of charges to a private operator.

SODECI's revenues derive fiom a fee nat is about one-third of the water tariff. Although the tariff structure
provides for a lower tariff for the small consumer, which helps the poor to afford water, overall it is set to
reflect total costs, financing of debt service and cash regeneration for future investments. The water tariffs and
the fee are borne by the consumer and since the system is metered, water loss is low. SODECI has consistently
shown a profit and has expanded rapidly.

Refse Collection. Another example is the collection of waste by a private firm in Togo, SOTEMA. SOTEMA
began collecting and disposing of Lome's solid waste in 1974. Through the maintenance of responsible disposal
standards and sound management, the company has grown steadily and profitably. With local financial support
it intends to expand to other cities and abroad.

Public Passenger Transport. In Kinshasa they are the fula-fulas (covered ten ton trucks) and kimalu-malu
(station wagons whose name means "those that can go fast"). In Dakar, they are the car rapides. In Dar es
Salaam, they are the dala dalas, named for the silver cion they charge as fare. In Nairobi they are the matatus,
minibuses that got their names from the 30 cent flat fare they used to charge.

The ridership ofthese private, small-scale operators has increased dramatically during the eighties, and in many
African cities more than 50 % of all public transport trips are taken in these vehicles. These operators are also
major employers, particularly of the poor. In 1986 in Kenya, the small-scale public sector transport employed
17,000 and received fare revenues of S140 million. Though this form of transport has been legalized in many
cases, for example Kenya, problems regarding passenger safety and vehicle maintenance still remain.

deliberately introduced user fees for drugs and hospital services. In this situation, the fees are
waived for certain groups, such as children under five, pregnant/lactatng mothers, and the
recipients of food stamps, Poor Relief, and Public Assistance (Lewis, 1988; 1989). In some cases
such as Sri Lanka, where the user charge has not been officially instituted, due to the grave
shortage of basic drugs, "an unofficial system of fee-levying" has emerged.

The high cost of water, electrical, and similar services further constrain the household
budget, reduce access and can push households to less satisfactory options. These alternatives
may not necessarily be cheaper, for example, the shift from electricity to the almost daily
purchase of charcoal and firewood by residents in the urban areas in Uganda (Banguire, 1987).
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FIg'Jre 6. Trends in housing and community expenditum (As a percentage of tota! expenditur) Seleted counties.
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The quaity of sevice provision also has implications for thte household. In Dar es
Salaam, for example, this has led to parents opting for extra tution classes in the aftenoon. The
average tuition fee reported was Shs. 159; the range was Shs 100 to Shs 200 per student.
However, this rresents apploximately 12 percent of the minimum wage of low income earners
and it is therefore a relative luxury for those parents. The net effect is that poor urban children
ae further disadvanaged in the system.

The period of adjustment has also witnessed a shift in service proision from the public
to the private domain. In the case of health care, many poor urban households have responded
to thir declining access by tuning to care in the home and traditional medicines. In
Guadalajara, "cuanderos' (traditional healers) and cheap homeopethic remedies for common ills
have been rediscovered (Gonzalez de la Rocha, 1988).

At the household level, both Moser and BJenena have noted qualitative impacts with
respect to home upkeep. In Mexico City, unpainted wals, unpaved floors, lealdng roofs, and
broken tables and chairs were a common sight not just in the poorest homes but in others ta
had regularly aen care of these tasks (Beneria 1989, 25). Finally, the reduction in expenditure
and provision has resulted in a wide diversity of community level initiatives. In Latin America,
for eaample, clubes de madres have set up child care centers managed by mothers themselves
who alterate in weeldy shifts. In this way a substantial amount of mothers' time is freed to
pursue productive and other activities.

The intrahoushold level

In their reproductive role as carers, women tend to be prime users of these services and
are therefore disproportionately affected by the cuts. In the case of health care, for example,
additional tme may be sent standing in queues to obtain a much diminished and poorer quality
service, (for example, in Dar es Salaam, clinic visits can take up to eight hours) and in home
care.

The increased community level provision of infrastructure has had important implications
for women, who are spending more time than before in their community managing role to ensure
access. These programs tend to be based on the unpaid involvement of women on a regular long
term basis. In addition, as an exteson of their domestic responsibilities, women tale pnmary
responsibility for the success of community level projects.

in Guayaquil, for example, in August 1988, up to two hundred women were meeting for
three hours a week to gain access to Plan InteraIonal's community level housing level housing
investment pogram. At the same time, women with constantly sick children attend health ta
run by the NGO health clinic on a regular basis (Moser, 1990).
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There are also implications for women's productive role. The fact that women are
disproportionatly represented in the uban informal sector, implies a great demand for facilities
and servces like markets and transport. The inadequate provion of infrastructure under
adjustment can therefore severely affect women's econonic acivity.

The imcased cost of education combined with the falling real incomes at the household
level and the pacipation of children in the labor force, can negatively affect children of school-
going age. Decreases in the attendance and survival rates have been recorded. Though sex-
disaggregated data are not readily available, one can assume that such a trend, superimposed
upon male bias within the household, usually proves detrmental for girls. There are important
long term implications of this. Studies have shown that one year of mother's education has been
assocated with a 9 percent decline in under-five mortality. The children of better educated
mothers, other things beig held equal, tend to be healthier. The effects of education on fertility
are less clear cut (World Bank, 1990c). The cuts in health provision intertwined with the
mequitable intrahousehold food distribution described earlier can also impact negatively on
females.

Concusions

Chapter I has reviewed the importance of the urban dimensions of adjustment and
economic reform. The evidence presented points to the relationships, direct and indirect between
macroeconomic reform and the process of impoverishment taling place in urban areas in
developing counties. Changes in prices, wages, and public expenditure are often associated with
consumption and income losses and the reduced access of the urban poor to economic and social
services. Deficient instructe povision also constains the contribution of urban areas to
macroeconomic development.

More specifically, there have been differential impacts on the various categones of the
poor. The changes in the labor market and wages have led to the impoverishment of the working
classes, giving rise to the "new poor." The changes in food prices have particularly affected the
borderline poor; increasing their "vulnerability.' The plight of the chronic poor has been
exacebated by the changes in prices, wages, and public expenditure.

On a more positive note, the targeting of food subsidies during adjustment can increase
their effectiveness, providing an important income transfer to the urban poor. In addihton, the
increased private provision of inf such as in the trant sector ultimately can
enhance the productive capacity of the urban poor.

As always, the household is the locus of survival, developing various coping strategies
to buffer the effects of the changes in prices, wages(labor market, and public expenditue. These
tend to vary in a number of ways. In the African context, for example, there are often greater
nlk between urban and rural households, the latter can be particularly important in the

provsin of baic food items and the fostering of children. In Latin America, on the other hand,
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wbere there is a longer history of urbanizto, rural/urban linkges are more tenuous and
therefore provide less of a suppoct system. Inter-household networking and commwnity based
initiatives tend to be more common in the Latn Anerican context. In addition, strategies vary
among households. As illustrated in the case of Mexico, the coping strategies of middle class
households are differnnt from those of the chronic poor, given differenti access to and control
of resources. More intrestly, in some instances, the new poor and the borderline poor have
adopted strategies that have long consdtuted a way of life for the chronic poor.

However, the household is not an undifferentiated unit. Adjustment policies can have
distinct intrahousehold impacts, provoking diverse responses from household members. For
examnple, where women and children lack power, relatively speaking, within the household, they
can be dispoportionately affected. Evidence suggests an increase in the participation of children
in the labor market, as a respon to declinig household real wages. In addition, given women's
responsibility for the mtenance of the well-being of the household members, often they are
i'strumental in opeationalizng coping strategies. In many instances, this has further constrained
em in their capacity to balance their triple role in the time available.

The negative social and economic effects associated with structural adjustment can
constain the productive capacity of individuals, households, and businesses. In addition, given
the impotant linkages between the urban economy and macroeconomic performance, there are
sgmficant rercussions for long term sustainable growth.

There are also important political considerations. Macroeconomic policy initiatives can
adversely affect certain politically vocal groups, for example the new poor. To the extent that
these responses cannot be managed by governments, they can directly affect the sustainability
of the adjustment effort The abandonment of the adjustment program in 1987 in Zambia,
following riots and protest in Lusaka and other urban areas, attests to this.

Recognition of the need to address such issues has resulted in policy recommenuations,
both to strengthen the human resource base of the economy and to modify adjustment packages.
These have included a redirection of public expenditure to meet the needs of the poor and the
incorporation of components into SALs (Structural Adjustment Loans) and SECALs (sector
adjustment loans) aimed at protectng the poor and vulnerable durng the adjustment process.
Recently, the World Bank and other donor agencies have assisted several countries to initiate
targeted compensatory interventions. Such interventions, which incorporate a wide spectrum of
income-generation and income Unsfer programs as well as soal safety nets are reviewed in
Chapter II of this paper.



IL APPRAISING URBAN COMPENSATORY INTERVENTIONS

The second part of his reew ammnes compensatory intervenions in vaious countries
and assesses whether they have alleviated the particular problems that urban populations
experience nader conditions of adJustment. This secdon appraises more than 30 different
compensatry interventtons that policy makers caried out within about a dozen countries. The
intention is to assess the extent to which such measures have helped the urban poor meet their
basic needs.

lBacound

Duing the early years of the adjustment process, economists believed hat structural
adjustment would be a temporary phenomenon. It was assumed that as economic growth
resumed, it would reduce poverty and temper some of the adverse effects that accompanied the
adjustment process (Ribe et al, 1990). Events in various countries experiencing adjustment have
shown that structurl distortions may slow economic recovery and impose severe social and
emonomic dislocation costs. In many adjusting countries various impediments have led to long
periods of social and economic stanaton and deterioration in social condifions. These bariers
have included ineffcient fctor mobiity, inadequate supply responses to price changes, and
institutional weakeses.

Negative factrs such as these have led many in the development fidd to conclude that
achieving long-term sustaible growth-oriented adjustment with benefits reaching the poor
requires additional short-term measures to protect the poor from the negative effects of the
adjustment process itslf.

In this contex, countries adopting structural adjustnent bave ta acion at various
levels to reduce the soal costs associated with macroeconomic reform policies. Ttis has
included reallocating public expenditure towards those sectors that are particularly important to
the poor, such as primary health and primary education, and measures aimed at making social
expenditures more efficient. Several countries have incoxporated measures within their overall
structural adjustment programs, supporting them with structural adjustment loans (SALs) and
sectoral adjustment loans (SECALs). The goal has been to protect the poor and vulnerable
groups during the adjustment process (World Bank, 1990f).

An increasing number of countries also have initiated targeted compensatory
interventions. As Annex 1 shows, the dming of such interventions varies. In Ghana, for
eample, the government launched the Program to Mitigate the Social Costs of Adjustment
(PAMSCAD) almost five years after it initiated the Economic Recovery Program. In Bolivia,
plnners conceived the Emergency Social Fund (ESF) in 1985 while economists were designing
the strucural adjustment program. More recently, as in the case of the Hungarian Employment
Fund and the Zambian Social Recovery Fund, countres are launching oompensatory
interventions along with adjustment policies.
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With the, wban context, changes in prces, wages, and public expenditure can adversy
affect the poor under adjustment. More specifically, te poor bear the burden of relative price
changes in the form of incasing prices of essential basic commodities, including food. They
also may face severe unemployment and income loss as a result of fiscal and monetary
contrcton. They may expiece constraints on access to basic social services such as education
and health because of conactions in public expenditure (World Bank, 1991a).

Compsautoy interventions and social safety nets are designed to reduce short-term costs
of adjustmt. Measures to assist uran popWulation groups contain income-generation and income
transfer programs. These include, for aeample, short-term relief efforts such as temporary
employment programs designed primarily to offset income losses, as well as rehabilitng social
and economic infrastucture. Urban compensatory interventions may be classified into three
major categoies.

* Nutition and food assstance interventions aimed at replacing income losses
arising primarily from reduced purchasing power.

* Employment/income interventions aimed at stimulating employment and
increasing income to ameliorate income and consumpton losses.

* Social and economic infrastructure interventions aimed at providing a social
safety net to improve the access of the poor to such services.

This review outlines the framework to assess urban compensatory interventions. It
identifies the types of intervendons to be appraised and the criteria used, mentioning several
imporant points in conducting such an appraisal. Finally, using the framework outlined, it

assesses country experiences with urban com y interventions.

The Fmework for Appraising Urban Compensatory Interventions

Policy makers bave undertakn three major categories of targeted compensatory
interventions in adjusting countres to alleviate the conditions of their urban populations duing
stuctural adjustment. These include the following.

First, nutrition and food assistance interventions aim at ameliorating the income and
consumption losses that arise from changes in the price and availability of consumption goods,
in particular food items. These include various types of in-kind transfer programs intended to
be targeted primarly towards the borderline and chronic poor. Examples of these types of
programs include the Jamaican Food Stamp Program, the Mexican Milk Coupon Program and
the Colombian EBI Program. The major objective of such interventions is to mitigate against
the reduced purchasing power that anses from changes in the prices of food items. The appraisal
of these types of interventions will be made in terms of both the effectiveness of the intervention
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as an in-ldnd transfer and in terms of its coverage, i.e., its success in reaching intended
beneficiaties.

Second. employment and mcome geneation mterventions are designed to reduce income
and consumption losses that aise from changes in the composition and level of employmeutt and
wages. These have included sevence cash payments, labor retaining, labor-intenive public
works progms and credit schkmes targeted primariy towards the new and chronic poor.
Examples include the public works projects n Ghana and Bolivia, the Ghanaian Credit Line for
Small-SctIe Enterprises Project, and the Employment Fund in Hungry. The review appraises
tese types of interventions on the basis of their effectiveness in targeting the nitended
beneficiaies and in providing employment and income to the intended beneficiaries.

Third, social and economic inastructure inteventions strive to reduce losses stemming
from reductions in public expenditure on the provision of social and economic ifrastructure 2nd
services. These include the provision of essential inputs such as health and education materials
as we3l as the constructon and/or rehabilitation of physical social and economic infirastuctre.
Examples of these types of interventions include the rehabilitation and construction projects in
Bohvia, Sao Tome and Principe, Honduras, and Ghana. These interventions primarily target the
borderline and chronic poor. This revew assesses their effectiveness in improvmg the access
to basic social services for the intended beneficianes, in terms of both the affordability of
serices and their location.

Constraints in the assessment

In undertaldng a comparative assessment of targeted urban compesatory interventions,
several important considerations must be mentioned at the outset. First, differences in approach
that adjusting countries take in the design of targeted urban interventions. One approach focuses
on a single sector, with policy makers designing targeted compensatory interventions to address
prblems within a specific sector. Such sectors might include employment, health, education,
nutrition, and other social & - conomic concems. Employment programs such as public works
schemes may address employment and income losses that urban population groups experience.
Other programs might include nutdtion assistance interventions specifically designed to prevent
reductions in consumption levels stmming from changes in the prices of food items.

Another approach involves the design of a cross-sectoLal portfolio of targeted
interventions within one overall program. This approach involves packaging a group of
interventions within several sectors such as in health, education,, employment, and nutrition.
These multoral progrms may include various types of interventions including short-run
measures to relieve distess such as temporary employment schemes and severance payments.
Other measures might consist of social and economic infrastrucue interventions which try to
resolve longer tenn issues conceming the reduction of poverty.
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The second conide concems the different lvels of paicipaton in seketion
procedmwes that countries have used in designing interventions. In some instances, policy makers
have used a "demand-drvent approach, responding to specific needs that targeted beneficiaries
have expressed. In this case, benefis are im"olved in not only implementing the
interventions, but, in most instances, they acdvely p;a -v ,ate in their generation and design.

Another seJection method used is a supply-driven approach. This involves identifying
interventions and actions before countnes launch them. .n most instances, this has involved
idenifyig and preselecting interventions to be undertaken based on specific targeting and
implementation citeria. This approach, in most cases, embodies minimal benefcicy
participation in designing interventions to be undertaken.

The tiird considertion relates to the different institonal stnxmures within which
countries administer targeted interventions. Several countries have delegated overall
responsibility to execute and administer compensatory mterventions to official govemnmental
agencies, such as ministries or other public agencies. In the case of sectoral interventions, the
revt line ministries or governmental agencies may have the overall responsibility for its
implementation. For example, in the case of nutrition interventions, the Ministry of Health or
a relevant government agency would be responsble for adminstering the nutrtion program. In
the case of multi-sectoal programs, a government often assigns one key ministry, such as the
Mnistry of Planning or Finance, the overall responsibility to carry out an intervention. Other
relevant line ministries often get the responsibility to administer interventions falling within their
mandate, as illustrated in Box 9.

Another approach that countries use to administer compensatory interventions is to
establish a separate institutional organizon. Govenments have designed these institutions,
known as Social Investment Funds (SIFs), primarily as mechanisms to channel external and
domestic resources towards targeted interventions. While the major objectives of SIFs are
similar, their institutional design differs according to the political and economic settings in which
they operate.

The first instiutional type operates outside the regular administrative structure of the
govemment. In this instance, a government establishes the SIF with full juridical, financial and
administrative autonomy. Officials appoint a Board of Directors or Administrators, consisting
of representaives from relevant line ministries, govemment and other agencies involved in
proect activities, to provide overal policy guidance for the activities underaken by the SIP. The
managemenat structure of the SIF itself opeates on functional lines, i.e. identification and
prepuaron, appraisal, supervision, and monitoring and administration, with the responsibility
for specific activities under the mandate of each functional department. Box 10 descibes an
example of this type of SIF.

The second approach involves integrating a social fund within an existing government
ministry or agency. In this case, the government establishes the fund as a separate institution
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Box 9. The lnstolsaW fmmewodk of a mul-sectouu compematoty pigmnl_-
The economc tmangement and social action project

In 1988, the Government of Madagascar designed, with the assistance of the World Bank and other donor
agencies, an action progrun that aimed to mitigate against the transitional costs of the adjustment measures
that it had undertaken. The Economic Management and Social Action Project (EMSAP) was designed to
initiate a program of emergency actions targeted towards the disadvantaged and vulnerable groups within the
country.

Based on specified targeting criteria and the development principles stated in the its Letter of Development
Policy, the Govemment identified and appraised a list of interventions to address the plight of the most
vulnerable groups. Three major components were identified: 1) The Social Action Program; 2) An Institutional
Strengthening Component; and 3) An Economic Management Assistance Program. The interventions included
in the Social Action Program consist of short-term measures such as severance payments as well as vanous
social assistance interventions which forn a longer-term strategy for reducing poverty.

Overall responsibility for the coordination of EMSAP activities is delegated to the Directorate General of
Planning, which reports diecly to the Presidency, and is administered by an appointed Manager. The Social
Action Progamm is coordinated by the Diectorate of Social Planning within the Directorate General of Planning
with each relevant ministry or govenment agency given r-monsibility for the adminisftion of the
interventions falling within its mandate.

The implementation of the various interventions under the Social Action Program has been delayed as a
consequence of problems experienced in coordinating activities among the various agencies involved in project
activities. In particular, the complexity of the program has resulted in problems of domestic and foreign
coordination.

though it is integrated within the organizational structure of a line ministry. The government also
sets up a committee or other entity consisting of representatives from relevant ministries and
other agencies and directs it to establish policy guidelines under which fte SIF would operate.
A new management unit within the ministry takes responsibility for the day-to-day operations of
the SIF.

Ihe third type of social fund involves joint management by representatives of government
and non-govermental agencies. In this case, the govemment creates a division within a relevant
line ministry such as the Ministry of Planning to coordinate the government and non-
governmental agencies. A steering committee with representatives from both goverunental and
non-governmental agencies has direct responsibility for managing and carrying out compensatory
interventions.

Finally, several countries have delegated the responsibility for managing compensatory
interventions to non-govemmental agencies, such as community, volunteer, and religious
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Box 10. Mme Imdtulou fumewaork of a socid investie.t fnd-
The Bolivian Emeigency Social Fund

The Emergency Social Fund (ESF) was established by the Government of Bolivia in 1986, to serve as the
mechanismn to quickly and directly address the conditions of the poor and alleviate the deterioration in social
conditons arising from the adjustment process. It was established by Supreme Decree as an inde Pr dent
institution with full juridical, financial and administrative autonomy. In an attempt to bypass bureaucratic
impediments and facilitate operations, it was accorded an "emergency' status and exempted from national
salaty and procurement laws in an attempt to bypass bureaucratic impediments and facilitate its operations.

The ESF was administered by an Executive Director who reported directly to the President of the Republic.
A Board of Directors, consisting of the President of the Republic, the Executive Director of the ESF and three
members representing the technical and political community and non-governmental social institutions was
established to provide overall policy guidance for the activities undertaken by the ESF. The management
structure of the ESF was designed on functional lines with each functional department headed by a director
who reported to the Executive Director of the ESF.

Primarily, the ESF served as a financing intermediary, mobilizing tesources from domestic and foreign sourCeS,
to fund projects generated at the community level. Using simplifed appraisal and targeting procedures, the ESF
served as a quick-disbursing mechanism for financing projects formulated and executed by a variety of
agencies including municipalities, ministries, local and intemational NGOs, religious organization and
cooperatives.

During the first three years of operations, the ESF funded a total of 3,045 projects valued at $181.1 million.
The projects funded included activities in areas such as social infrastructure (45 percent of funding), social
assistance (9 percent of funding), economic infrastructure (42 percent of funding) and support to productive
activities (4 percent of funding).

The institutional structure of the ESF has been modified and developed by other countries designing multi-
sectoral social investment funds. Examples include the Honduran Social Investment Fund, the Economic and
Social Fund in Haiti, the Social Infiastructure Fund in Sao Tome and Principe, the Social Investment Fun in
Guatemala among others.

Soure: Jau et a, ads.. Easing the Poor Throu Eonom Crisi and A4un The Stofy of Bolivis Emergency Soci Fund.
Washngon D.C.: The World Bank. 1991.

organiations. Such agencies have served in different capacities including soliciting agencies for
financing and as the agencies for carrying out interventions.

The fourth consideration concerns the varying financing mechanisms that govenmments
have used to pay for compensatory interventions. In some cases, resources have come from both
domestic and external sources, such as donor agencies. In other instances, govenmment resources
have primarily financed interventions.

The fifth consideration relates to the urban-specificity of the compensatory interventionsc
In some cases countries have targeted specific urban population groups. But a significant
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proporton of compensatry inteventions try to address the problems that both urban and rural
populations experience togetfier. It is necessary, therefore, to differenffate the urban-specific
impacts of the interventions.

This apprais has used various sources including World Bank and non-World Bank
documentation. In addition, the study has employed anecdotal evidence, such as discussions with
individuals responsible for project atvities.

The rvew has divided the comparative appraisal of compensatory interventions into
three sections: 1) Nutrition and Food Assistance Interventions; 2) Employment/income
Interventions; and 3) Social and Economic Infrastcture Interventions. Each section includes
an introduction and a summary of key findings concerning various country experiences. It then
reviews detailed country case studies identifying the objectives of specific interventions, target
groups, and institutional sructures that carried out the intervention. Finally, the review appraises
the likely impact of the interventions on the intended beneficiaries.

The Appraisal of Urban Compensatory Interventions

Nutrition and food asistance interventions

Macoeconomic policy reforms, such as pricing reform policies and the reduction and
elimination of subsidies, may have adverse impacts on urban population groups. Negative effects
may include changes in the price and availability of consumption items, particularly food.
Changes in relative prices arising from cunrency devaluation and the deregulation of agricultural
prcing policies also may have significant negative impacts on the urban poor, as net consumers
of food items. Changes in agricultural prices, that drive up the price of food, also may produce
adverse impacts on the urban poor, who spend a significant proportion of their income on food.
Reductions in subsidies for basic commodities, particularly for food products, may have an
adverse impact on the poorer segments of the population (World Bank, 1990a).

Because of their effects on household income and purchasing power, adjustment programs
may produce negative impacts on the consumption levels and the nutritional status of the urban
poor. These may fall hardest on the chronic and borderline poor, groups least able to withstand
the losses in income and purchasing power.

Several adjustng countries have camied out different transfer programs designed to
compensate for losses in household incomes (World Bank, 1990c). These have included targeted
nutrition and food assistance programs. Such programs can provide direct compensation and
protect consumption levels of groups who are most likely to face reduced access to food because
uf higher food prices. Such interventions primarily have targeted the chronic and borderline
poor.
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Box 11. M 4saet the benefits of food stmps-Te ase of Sd l*kam

Despite a food stamp program specifically implemented to provide benefits to the poor, some of the poorest
households within Sri Lanka lack access to obtaining rice, their main food staple. The main reason for this
is the lack of flexibility of the design of the targeted food stamp program.

Firs, a targeted food stamp program was implemented in 1979 to direct benefits to the relatively poorer
segments of the population. However, persistent inflation doubled the price of food between 1979 and 1982
which halved the purchasing power of the food stamps as their face value remained unchanged. As a result,
the absolute amount of real income transferred to the poor was, by 1982, considerably lower than when the
food stamp program had begun in 1979.

Second, after March 1980, new applicants were not accepted into the program which resulted in the
disqualification of new-bomns and other eligible households. Further, inadequate screening of intended
beneficiaies resulted in the leakage of benefits towards high-income households.

The effects of mistargeting were quickly discernible. The national average daily calorie consumption per capita
was virtually the same in 1981-82 as it was in 1979. Further, while the per capita calorie consumption of
households within the lowest decile fell, the calorie consumption of those in higher income deciles rose.

The experience of the Sri Lanka food stamp program highlights the fact that the effectiveness of targeted
progrms must be subject to continuous monitoring. This is particularly so for programs being implemented
under conditions of rapid economic change, where changes in consumer or producer prices, employment and
wage levels may have significant impacts on their effectiveness.

Sorce: Adapted fiom Box 3.2 in me Unied Ntion Deekpna Popmmc, Hum Dveopnt Repot 199.

to families, or individuals, in identified target groups. Governments have launched these programs
in an effort to improve the diets of the poor and to raise their food consumption levels. Box 11
presents an example of one such food stamp progm.

One result of the raftonalization of fiscal expenditure has been the reduction and
elimination of globa! food subsidies. As a result several countries have launched targeted food
subsidies in an attempt to redirect the benefits of subsidies to the relatively poorer segments of
the population.

These interventions are justified not only because nutrition and health as basic needs, are
important social goals, but also because improving nutrition can be an investnent in human
capital, stimulating future economic growth by enhancing the productivity of the poor. In
addition, appropriately administered interventions may serve as mechanisms to encourage the
poor to participate in other social programs such as health and nutrition education. Mexico,
Jamaica, and Honduras, among other countries, have tried to do this.
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Major fidhg

The major objectives of food and nutntion subsidies are to provide food or food-
purchaing power so as to sustin the nutrition and consumption levels of those individuals and
househods who face the greatest risk of deterioration in living standards arising from price
changes. Food stamps and food coupons primarily have targeted young children and pregnant
and lctatng mothers. With adequate targetng, they may provide effective temporary reiief to
intended beneficiaries, as a number of case studies demonstrate.

The caes of Jamaica and Mexico highlight the difficulties in determing the exact level
of income benefit that these types of programs will provide. (Grosh, 1990a; Torche, 1991) This
depends on sveral fcrs including the types of food items that poor people can purchase
through the coupons or stamps, the extent to which the poor consume these food items, the price
levels of other coasmpton goods, and the size of the household.

Jamaica, in particular, demonstrates what happens when food coupon or stamp programs
do not consider differentiation in terms of household size. Food sta-up programs can be
ineffective in providing sufficient compensation to offset reductions in purchasing power of large
households. Furer, calculating the level of income tansfer based on minimum wages may not
be an accuate or appropriate way to assess the level of benefits necessary. This is particularly
the case when food prices have risen and the minimum wage itself is inadequate to support
households' food expenditure.

Governments begin targeted food subsidies in an effort to redirect income tansfer
benefits towards the poorer segments of the population. They believe that such subsidies vill
compensat the poor for losses in purchasing power arising from the elimination of subsidies.
The impact of food price subsidies depends on various factors. They include the degree of
targeting, the choice of which commodities to subsidize, and design and implementation of the
distrbution scheme. Governments have used various methods of targetng beneficiaries for food
subsidies. These include geogaphic targeting mechanisms, locaton of residence and commodity-
targeting mechanisms such as the imposition of subsidies on foods consumed by the poor.

Nutrition and food assistance programs have also been used as mechanisms to encourage
taget groups to participate in other social programs. In addition to the provision of food or
food-purchasing power, some food stamp programs have tied to encourage participation in
nutrition and health education programs. The experiences of Jamaica and Honduras show that
if a country uses an appropriate system then this may be an effectve vehicle to enable
individuals and households to obtain access to essential health and nutnron services. In this case,
appropriate systems are those that are available to the urban poor, such as health posts or clinics.

Food supplementation programs aim to provide direct compensation and to protect
consumption levels of those individuals coming from households that are likely to fae reduced
access to food. These programs aim to provide supplementuy food to these high risk groups to
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offset potential reductions in consumption levels and to reverse any deterioration in nutritional
levels.

Supplemental feeding programs have served as vehicles to enhance incentives for school
attendance by poor children, and, at the same time, to help to improve their nutrition and
general health. Development spcalists have viewed these interventions as imt because
enrolling children in school involves substantial sacrifices for poor households. Moreover, where
children work to augment the family income, they must forego earnings in order to pursue the
opprmuity for education. The case of the HBI program in Colombia demonstrates the
importance of community participation to enable such programs to succeed. Community
partiipation, through cash contribution and administration of the program, is necessary to
sustain the program in the long-term.

Various indicator targeting mechanisms, including correlates of poverty such as
residence, nutritional status, age, and sex, have served to identify target populations. For
example, geographic targeting identified beneficiary communities for nutrition and food
assistance programs in Jamaica, Ghana and Honduras and Venezuela. Targeting based on
nutritional status, age and sex pinpointed affected population groups for interventions in Jamaica,
Honduras, Colombia, Ghana and Madagascar. Means targetng-the identification of target
groups based on detenrined levels of income-identified target groups in Mexico and Jamaica.

Supply-driven selection of interventions using the target mechanisms mentioned above,
neglects to consider some key issues. Identficaton of target popWulations in terms of household,
and identification of interventions to meet these needs, for example, ignore intra-household
diffeentiation. In particular, this approach does not take into account the differing coping
strategies of individuals within the houselhold to deal with rising food prices. The underlying
assumption in this approach is that providing food or food-purchasing power to the household
or to the family unit will result in equal benefits to all household members. This may not be the
case as the Jamaican Food Stamp Program has demonstrated.

In the studies reviewed here, existing official government agencies have constituted the
institutional struture employed to administer targeted compensatory interventions. These have
included ministries in Jamaica, Madagascar, Venezuela, and Ghana, and govemmental agencies
in Honduras and Colombia.

A substantal level of adminstrative coordination is necessary in order for targeted food
and nutrition interventions to succeed. Their primary objective is to offset consumption losses.
Therefore, the coordinatng mechanisms established between all agencies involved in intervention
are particularly important. This coordination is necessary at various levels:

* First, between agencies involved in target groups identification and those who
have pnmary responsibility for carrying out these interventions.
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* Second, between these agencies and the agencies responsible for providing
financing.

* Third, betwee these agencies and the beneficiary communities themselves.

The Jamaican Food Stamp Progam demonstrates the importance of establishing adequate
coordinatng and implementation mechanisms. Those established between the Ministry of Labor,
Welfare and Sport, the agency responsible for the administation of the program, and the
Ministry of Health, whose facilites were used as outlets for the distribution of coupons to
beneficiaries, were importanc in encouaging the program.

In the Colombian HBI progmm, policy makers established effective implementation and
coordinating mechanisms between the ICBF, the agency responsible for the administration of the
program, and the beneficiary communities themselves. Program organizers achieved coordination
at all levels, including participation of the community in program management, which enhanced
the effectiveness and sustainability of the program itself.

The example of Jamaica shows the importance of the distribution mechanism used to
carry out food coupon and stamp programs. Use of the public health system in Jamaica enabled
better targeting of beneficiaries, because it effectively screened out the relatively wealtiier
segments of the population. On the other hand, in Mexico, the use of distribution outlets located
only in specified urban areas limited the level of coverage achieved. In this case, poor urban
families not living in communities where these distribution outlets were located, found that the
milk coupon program effectively bypassed them.

In several instances, mothers and other volunteers have a tered food
supPlementation programs. In Madagscar volunteer workers were used exclusively to manage
and administr these programs. Where volunteer workers are unable to provide their services
without being paid, weaknesses in program management can result. It is important to recognize
that generally low-income women need to earn income and, thefore, to be compensated for
their work. The success of the HBI program in Colombia illustrates this point. Finally, if food
supplementation progams are to succeed, child-and day-care services are necessary to encourage
participation of children from female-headed households. In Madagascr, the lack of these
services sometimes prevented women from bringing their children to the feeding centers.

Case Studies

These case studies elaborate in greater detail the above findings. In the case of food
stamp/coupon programs they show interesdng comparisons between programs implesmented in
Jamaica, Mexico and Honduras. Three different types of food supplementation programs and a
targeted food subsidy program are also compared.
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Food stamplcoupon progrm

Jamaica

In 1984, the government introduced a food stamp scheme in Jamaica in an effort to
protect vnerable groups from the combined impacts of a substantal devaluation of the local
currency and the elminaon of general food subsidies, induced as a result of a reduction in
public spending. The govenmment expected a significant adverse impact on a lare segment of
the population because staple foodstuffs were mostly imports, and food expenditure consttuted
a significant percentage of household income. National food expenditure accounted for 51
percent of household expenditure while food expenditure accounted for 70 percent of household
income for the low-income groups (Grosh, 1990b).

The country iniated a food stamp program, targetng those individuals who were at
nutritional risk as a consequence of the measures sutaed above. The program targeted two main
groups:

* First, all pregnt or lactatming women and children under 5 years of age.

* Second, the poor, elderly, handicapped and indigent, that is, low-income
households that earn total income of less than A$ 2,600.

Food stamps contribute towards the purchase of cornmeal, rice and powdered skim milk,
all considered staple foods products for the poor. (They also serve as legal tender in transactions
between retailers and wholesalers.)

Program administration was the responsibility of the Ministry of Labor, Welfre and
Sport which was also responsible for the distribution of food stamps to beneficianes. For the
pregant and lactating women and children category, the program used the facilities of the
Ministry of Health for registration and distribution of stamps to beneficiaries. lRecipients had to
pick up their stamps at a public health clinic, encouraging preventive health care and other basic
health services. Beneficiaries who were elderly, handicapped, or indigent, picked up their stamps
at speified civic sites (Grosh, 1990b, 5).

The program has been relatively ineffective in providing adequate compensation for the
target groups. Even after two increases in value in 1988 and 1989, beneficiaries were receiving
J$ 40 every two months, equivalent to US$ 5.71 (after 1989 devaluation). This constituted a
small income transfer, especially for large families that had only one recipient member (Grosh,
1990b). This was inadequate compensation for the reduction in purchasing power occurred
because of successive currency devaluations. Since food exenditures constitute a significant
amount of household expenditure, it is vaLid to conclude that the program has failed to
compensate households for their reduced purchasing power. Because of this problem, the
goverment recently refonnulated the program to include differentiated benefit and eligibility
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levels for differt household sizes. Single person households earning up to J$ 3,000 per year
are now eligible to get stamps worth J$ 60 every two months in benefits. Larger families eaning
Up to J$ 7,200 per year are eligible to receive J$ 120 every two months (Grosh, 1990b).

In August 1988, 23 percent of Jamaican households received food stamps, according to
a srvey conducted by the Jamaican Swvey of Living Conditions. Of these, 51 percent were in
the poorest income quintile and only 6 percent were in the richest income quintile. (World Bank,
1990c). Among households with pregnant or lactating women, an average 37 percent received
food stamps. Of these almost 75 percent were in the poorest quintles, while only 4 percent of
the households were in the richest quintiles. Of households wnth children under five years of age,
38 percent received food stamps; 61 percent of these households were in the poorest quintiles
while 11 percent were in the wealthiest quintile. As for the second category of target
groups-households with elderly family members (defined as over 65 years of age for men and
over 60 years of age for women)-35 percent received food stamps. Of these households, 55
percent were in the poorest quintiles while 13 percent were in the wealthiest quintiles (Grosh,
1990b).

Therefore, overaU the food stamp program has not succeeded in reaching a significant
percentage of the total population-less than onequarter of the target population within the
country were able to benefit from the program. But, of those that were able to obtain food
stamps, a significnt number were from poor households. The program has proided some level
of compensation, albeit insufficient, to individuals and households who need it the most.

Leakage of food stamps was minimal. Only about 8 percent of the households getting
them did not meet any of the eligibility criteria. Leakge and under-coverage of eligible
households appears to be more prevalent in the component of the program targeted towards the
second category of tget groups. For the first component, the relatively small level of leakage
may have occurred becuse the public health system constituted the distribution system for the
food stamps. This distribution through the health system is extensive; almost 95 percent of all
Jamaicans living within ten miles of a public health clinic get stamps in this way. Mis system
screens out wealthier households, which tend to utilize the private health care system (Grosh,
1990b). Purther, it encourages beneficianes to seek preventive health care and other medical
services, which may produce long-term beneficial health and nutrition effects.

Mexico

In 1983, the Government of Mexico insdtuted a milk coupon program targeted towards
poor families within urban areas. The purpose was to offset the potentially negative effects of
eiminating global food subsidies. The Government aimed to address malnutrtion arisnsg among
the urban poor, who had suffered from the elimination of subsidies. Of particular importance
were preschool children of poor famulies, an estimated 30 percent of whom were extremely
malnourished.
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The Government tried to address rising malnutrition tirough the distribution of subsidized
reconstitited nilk targeted towards poor urban areas. This was targeted at families eaning less
than two minimum wages and with children 12 years of age or younger. Eligible families were
selected through geogrphic targeting criteia, including the identification of marginal zones in
conjunction with socioeconomic charactizations of families. The Government bought liquid
milk in the internatonal market and distributed it through more than 1,400 sate-owned dairies
within selected urban areas. Eligible families were entitled to receive four liters of liquid milk
per chld at a reduced price lower than the market price. Recipients were to queue in front of
distribution outlets, at specified dmes to receive their allotted milk rations (Torche, 1991).

While the milk coupon program provided some level o6 income transfer to poor urban
fmilies, the overall level of benefits has been minimal. For those families that received the milk
coupon in 1989, income benefits were estimated at about US$106, a total benefit of about 9
percent of the minimum wage (Torche, 1991). While any level of benefit, no matter how
minimal, may be impotant to the urban poor, the level of benefit this program achieved has not
been sufficient to offset the substantal income losses ftat they incurred because of the
eimination of these subsidies. Given the overll nse in the price of food items because of the
dimination of subsidies, the income transfer of 9 percent of mininum wage was not enough to
offset the reducton in the urban poor's purchasing power. This is particularly so since target
group families earn less than two minimum wages. Given the overall nse in food prices, the
miniimum wage itself may not be sufficient to support one person's food consumption let alone
that of a household. In addition, depending on external markets to purchase the reconstituted
milk, meant that distibution of milk to the poor urban families was erac. As a result, even
this modest level of income benefit has not been consistently available to the poor.

The milk coupon program has had a Limited impact on reaching the identified target
groups in urban areas. Although the level of overall coverage, in terms of families reached, has
increased since 1983, the program's coverage remained below 20 percent of eligible families in
1988 (Torche, 1991). During that year, of an estimated 10.3 million eligible families (about 28
million persons), the program, reached only 1.96 million urban families; about 18 percent of all
eligible families (Torche, 1991). Finally, as milk was distributed only through state-owned
dairies, the urban families the program was reaching were those living within areas where the
LICONSA dairy-stores were located-with the program bypassing those living elsewhere.

Honduras

In March 1990, the Government of Honduras introduced a senes of economic reforms
including cunrency devaluation and measures aimed at reducing the public sector deficit. The
Government anticipated that the adjustment measures would have significant negative impac
on the poor, particularly on health and nutrition. The nutrition indicators within the country are
among the worst in the Western hemisphere, with malnutrition rates for children of less than five
years of age varying between 55 and 71 percent in the poorest regions (World Bank, 1991d).
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The Government tried to cushion the negative effects of its policies on vulnerable groups.
In particular, pregnant and lactatng mothers and children under five years of age were identified
as extrmy vulnecable to the reduction in consumption of basic foods resultng from a reduced
purchaing power. The food coupon program targeted these groups to protect them from a
deterioion in their nutritional status. The overall management and fund raising for the coupon
redemption was the responsibility of the Family Assistance Program (PRAF) woridng in
collaboration with the Mistry of Health. The Ministry was also responsible for managing health
centers where the coupons were distributed. The PRAY received asistance through the
Honduran Social Investment Fund.

The coupon was good for the purchase of basic staple foods such as maize, rice, oats,
beans, fat, and mil. These were distributed to all children under five years of age and mothers
attending health posts and centers in spefied low-income urban and rural areas. Mothers
received coupons worth 20 Lempiras a month (equivalent to US$ 3.60) and each child received
a coupon in the amount of 10 Lempiras a month (equivalent to US$1.80). The coupon was
designed to provide a 30 percent supplement in calories and proteins to the beneficiaries.
Further, based on an average family size of a mother and three children, this would represent
an estimated income transfer of US$108 per year, or 22 percent of the average annual income
in Honduras (World Bank, 1991d).

The government launched the food coupon program on a pilot basis in two areas within
the country-one urban and one rural. The pilot program within the urban area was initiated in
two health centers which serve a population of 40,000 living on the outskirts of the capital city
of Tegucipala. While a complete analysis of the precise level of income benefits that the food
coupon provided is not yet available, it has been estimated that the coupon has provided recipient
families with benefits of almost 25 percent of their income. This relatively high level of benefit
occurred because those the program design took into account household differentiation in terms
of size and consumption needs.

In terms of coverage, as the two health centers were located in low-income
neighborhoods, self-targeting might be expected. Initial reports suggested that slf-targeting may
be taking place as more mothers wnthin these low-income neighborhoods have begun to attend
the health centers in response to the food coupon being provided. This in tum has resulted in
substantial collateral benefits including the increased provision of health and nutrition education
to mothers as well as the vacdnaion and immunization of young children.

Food supplementation programs

Colombia

The Govemment of Colombia instituted numerous nutrition programs in an effort to
counteract the rsing level of poverty and malnutrtion within the country. One such program is
the "Pograma de hogares de bienestar familiar" (HBI), launched by a government agency, the
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Colombian Institute of Family Wellbeing (ICBF) in February 1987. The program primarily
targeted single mother with yotmg children (ages 06 years of age). It provided children with
Bienesta-ina, a nutridonal supplement made of wheat, nce or ma flour (60 percent), soybean
flour (30 percent), low-fat powdered milk (eight percent) and minrals and vitamins (two
percent). The program combined this supplement with the provision of day-care center semces
and training in community education and development. Targeting of beneficianes was
geogrphical as well as by age-group.

The premise for the design of the HBI program was the active and full participation of
the community. Thus mothers, "madres comunis," selected from within the community by
other parents, ran the program. They operated the program in their own homes or in community-
owned buildings with each day-care center designed to accommodate a maximum of 15 children.
Befre running the program, volunteer mothers recived training in child-care, nutrition,
hygiene, and other reed subjects. In addition, the ICBF provided volunteer mothers with loans
to upgade er homes to include necessary facilities so as to provide adequate day cae services
to the children. Commumnty mothers got compensation through a system of monthly stipends or
"becas" co-financed by the ICBF and contibutions from parents.

By 1988, 400,000 school children, primarily witdin poor urban areas, had received food
supplementation through this program (World Bank, 1990). The program has provided food
spplementation amounting to an estimated 80 percent of each participating child's daily
nutritional requirements. Overall, the coverage of the program had been high in all-age groups
ecept children in the 6 to 24 month age category where coverage is extremely low. The main
reason was the unwillingess of community members and parents to separte infants from their
mothers duming the inital years of childhood. This proved to be a major weakness of the
program because malnutrition generally is most severe dunng this early period of infant life
(World Bank, 1990).

Although the program has experienced some problems in the coverage of many infants,
the overall impact has been postve. This relative success stemmed from several factors. First,
the substantial level of community involvement has proven to be a key element. In addition to
providing financial contibutions to sustain the program, the ICBF has involved community
members in all aspects of program opertions. In some instances, fostering of participation has
been difficult. Nevertheless, community members have become involved in all aspects of the
program including selecting "community mothers" as well as participating in cooling and child
care activities (World Bank, 1990).

Second, the compensation that community mothers received, increased the ability of the
program to sustain itself, while providing a much needed source of income to those women
responsible for administration of the program. Furte, day-care centers services, enabled
women, particularly single mothers, to seek employment outside of their homes (World Bank,
1990).
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Madgascar

hi an effort to address the severe malnutrition prevalent within the country, the
GoveCnment of Madagascar included a Food Security Policy Sub-component within the Social
Action Program of thee EMSAP. This sub-component consisted of various interventions designed
to address the food security problem and rising malnutrition within the country. Puttng the sub-
component into effect was the responsibility of the Direcdon de la Securite Alimentaire within
the Ministry of Agriculture with help from UNICEF and the World Food Programme.

One of the pilot operations included in the Food Security Policy Sub-component was a
pre-school child feeding program. This was designed to provide supplemental feeding five days
a week to malnoushed pre-school children witin urban and rural communities across the
country. Management and administradon of the program was the responsibility of volunteer
mothers who were in charge of the feeding centers. The government attempted cost recovery by
requiring contributions amounting to FMG 100 per meal from parents of school children.

The program suffered from several weaknesses that have impaired its effectiveness in
providing adequate compensation to the intended target groups. First, the imposition of the cash
ontribution of 100 FMG per child proved, in some cases, to be excessive, particularly for those

poor households unable to pay the fee. As a consequence, children from these households might
have had limited access to the program and not got adequate food supplementation.

Second, the frequency of the meals the program provided did not meet the needs of the
most malnourished children. As a result, the meals served not as supplements but rather as
replacements for meals provided at home. This might have been particularly true for children
from poorer households where dietary and consumption patterns had already changed in response
to changes in the price of food.

Third, it has been estimated that almost 70 percent of the malnourished children within
the uran areas came from female-headed households. Because these households did not get day
care services, these children often were absent from schools and feeding centers. Their mothers,
seeldng employment elsewhere, were not able to bring them to the feeding centers. This is likely
to have had significant negative impacts on the nutritional level of these children.

Fourth, ineffective targeting and screening led to the inclusion in the program of children
who are not acutely malnounshed. This diverted some food supplementation from those who
need it the most. Further, relying exclusively on volunteer mothers to manage and admiister
the program caused weaknesses in the management of the program and thetened its
sutinabiqty. This occred prmyay because without remuneron such women had to seek
employment elsewhere.
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Venezuela

The Govenment of Venezuela, in an effort to compensate for fte short-term effec of
economic policy changes on the prices of food items, begn a nutritional grt program in both
urban and ral areas, ugeted at low-income families of school children ranging from preschool
to gmade six. In November 1990 it launched the Beca Alimentaria progmm as a temporary
income compen measure. It consists of a direct monthly cash ftrnfer of Bs. 500
(prmimately US$ 11) to the mother of each qualifying child, up to a maximum of three
childrn (World Bank, 1991).

Eligibilit requirements for children included their registration and regular attendance in
preschool or special education schools. Eligibility requirements for participant schools included
the provision of free education and the location of school facilities within magal urban and
rural areas or a high percentage of attendance of children coming from these areas (World Bank,
1991b).

One major progm objective was to increase the incomes of poor families so as to
compensat for rising basic food and tanwsport prices. Another goal was to attend to the urban
poor school children's nutritional needs. Finally, the program aimed to increase school
attendance and school enrollment (World Bank, 1991b). The program employed geographic
targedng mechasm to identify potential beneficiares. The Ministry of Education had overall
responsibilty to administer the program at the central level. At the local level, the government
distibuted grAnts to beneficianes through 37 private bans in 794 branches throughout the
country. Local commissions, comprised of representatives from the educational community,
supesed the receipt of grants to ben$iciaries (World Bank, 1991b).

By May 1990, a total of 1,611,341 students had benefitted from this program. The
government estimated that the program would be effective in providing benefits to the families
of an estimated 1.7 million children by the end of the year. Total program costs for 1990 were
esimated at Bs. 12.6 billion. The government estimated that the program trasferred about Bs.
850 million to poor families each month. (World Bank, 1991b) However, because of the
inauracy of the targeting mechanisms, it appeared that a high level of leakage has occurred,
with a significant amount of the income benefits going to families who were not poor. Program
operators sdected eligible schools mainly by using poverty maps that provided disaggrege-!ed
data at the state and municipal level, excluding information at the barrio, school, or student
level The presidential decree that created the program declared al children within selected
schols were elgible to participate in the program which meant that children from wealthy as
well as poor famnies were eligible to receive the grant. This leakage nught have undermined the
effectiveness of the program m addressing the needs of children from poor urban families
(World Bank, 1991b).

The reliance on local authorities to help in identifying eligible schools appeared to have
resulted in favoitism. Anecdotal evidence suggested that tis may have occurred in some cases,
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with certain schools with a significant number of children coming from wealthier households
receiving the grants while schools with children coming from poorer household were excluded
(World Bank, 1991b).

uer, while the program had reached 1.7 million children by 1990, the number of
households it reached was less considering that some hunilies received the grant for more than
one child. A significant proportion of the 1.9 million households estimated to be living below
the critical poverty line did not benefit. Moreover, it was not Sear whether families used the
cash to buy food for the children beneficiaries (World Bank, 1991b).

While the use of private distribution channels such as the private banks has been effective
in guaranteeing some level of transparency, it also has led to severe delays in distributing grants
to the intended beneficiaries. Banks had no financial incentive to participate in the program, a
presidental decree made their participation mandatory (World Bank, 1991b).

Targeted food subsidies

Mexico

As part of its economic adjustment program, Mexico eliminated global food subsidies in
1983. Although the poor benefitted less than the rich from the global food subsidies the near
elimnation of these subsidies had a significant negative impact on the poor. (The richest 30
percent accounted for about 50 percent of national food expenditures while the poorest 30
pmrcent accounted for only 15 percent). The increase in the price of basic products induced by
the phasing out of subsidies eroded the real purchasing power of the poorest 20 percent of the
population by 6.5 percent (World Bank, 1988d).

In an attempt to offset the negative effect of the pnce changes on the urban poor, the
Government of Mexico instituted a targeted food subsidy program. The program provided a
conmsume subsidy on maize tordlas. Corn accounts for 40 percent of food consumption for
individuals in the poorest decile (Torche, 1991). The targeting mechanism for the "tordbonos-
enompassed both geographic targeting and commodity targefing. In the first instance eligible
reciients were identified as families with income no greater than two minimum wages living
in poor urban areas. The program enabled recipients to purchase two kldograms of tortllas a day
at a price set at 25 percent below the market price of tortillas. The government distributed
coupons primarily through stae-owned stores (World Bank, 1988d).

In 1989, the program provided an estimated average transfer of income of 9.5 percent
of the minimum wage Crorche, 1991). While this might have provided a limited level of benefit
to urban poor families, it was not enough to offset the erosion of their purchasing power. One
of the reasons that the level of income transfer that the tortibono subsidy provided was relativCy
small has been the inability of the government to effectively link the pnce of the tortila coupon
(purchase price) to the price of tortillas (market price) (World Bank, 1988d). This resulted in
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the decline, in real terms, of the benefits of the subsidy particularly during periods of high
inflation. The income benefit of the subsidy continually eroded as a consequence and failed to
provide an adequate level of compensation to the urban poor.

The tortbono program reached an estimated 24 percent of its targeted population in 1989
(Torche, 1991). One of the major reasons for this relatively low l,vel of coverage was the
inaccsibility of the distribution outlets to the targeted populations. A significant level of
leakage occurred because of ineffective administrative procedures, including inadequate screening
of beneficiaries as well as manipuladon resulting in the diverting program benefits away from
the relatively poorer segments of the urban poor (World Bank, 1988d).

EmploymentlIncome Generation Interventions

Struct adjustment involves substantial losses in employment and income for various
urban groups. Employment losses may be concentrated in particular sectors of the economy. The
ationaization of public expenditure, for example, will have significant impacts on individuals

who work within the public sector. Measures aimed at increasing the efficiency and
competitiveness of public enterprises will induce unemployment within contacting industries
such as parastatals and other industries that had enjoyed production and investment subsidies.
Furte, because of overall macroeconomic demand restraints, unemployment, or
underemployment, will increase with the contraction of the formal economy. These changes in
te composition and level of employment, in turn, may have significant negative impacts on the
level of nominal and real wages.

Several countries undergoing adjustment have undertaken measures designed to offset the
income and consumption losses arising from changes in the level and composition of employment
and wages. These measures have included a variety of income-generating interventions aimed
at simulating income and employment. The objective of such measures is to temporarily replact
income losses.

Witi the urban context, sevel groups are partucularly vulnerable to the impact of
stuctural adjustment in the Labor market. The 'new poor," include workers laid off from the
civil semice, paasttals, and other protected industries, while the chronic poor in urban areas
are those inQ cng unemployment or underemployment. Employment/income-generating
interventions targeted towards these groups fall into three categories:

* Redeployment measures including severance payments and labor retaining
targeted primarily towards the new poor.

* Labor-intensive public worls schemes.

* Credit schemes.



97

Major fidings

The experience of the countries this review has assessed demonstrates that compensatory
interventions such as severance payments and labor-intensive public works programs, with
accurate targeting, may effectively provide temporary relief to the urban poor. They will not be
effectivc, however, in helping them to enhance their employment and income generating
capacties in the long-term.

The case of Ghana and Bolivia show that cash severance payments may be the most
effective kdnd of intervention to reach the redeployed. Direct cash payments may be easier to
implement because progam operators target them primarily toward an identifiable
group-retrenched civil servants or displaced workers. But, as experience in Ghana has shown,
these types of interventions may not benefit some of the "new poor" who may need income
compensation the most. This group includes lower level civil servants and low-skilled personnel
in the civil service. This has serious implications for women in pardcular, because most of them
work within these categories.

A major objectve of redeployment programs is to encourage labor mobility in order to
brng about a better match within the labor market-to make supply of labor responsive to the
dynamics of the labor market. Redeployment programs which incorporate labor retraining can
be effective only to the extent that they respond to the needs of retrenched workers and the
demands of the labor market. Training programs provide little benefit unless they impart flexible

sks enabling the redeployed to successfully seek employment in expanding sectors. In Ghana,
for insance, very few redeployed participated in the labor retraining programs that the
government provided.

Further, as the importance of the informal sector increases, both as a source of
employment for the poor as well as a source of growth for the urban sector, it is necessary to
inpart practical skills to displaced workers that enable them to participate efficiently within this
sector.

Labor-intensive public works programs have proliferated in adjusting countries. These
types of employment programs may be effective in achieving two goals:

* To rapidly employ displaced labor and thereby provide income.
* To rehabiitate and/or construct essental social and economic infrastructure.

Temporay labor-intensive public works, accurately targeted by imposing low wages and
other hiring requirements, may effectively provide income to the urban chronic poor. But as
such progams in Bolivia, Ghana, and Chile, have shown, this source of income is only short-
term; it is not intended to compensate for long-term losses. Experience in Bolivia and Ghana
demonstrates that women may find it difficult to find employment through these types of
programs. This is especially true in programs that target industries that do not employ them.
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One objective of labor-intensive public works projects is to give some on-the-job training
to participants, to assist particpants seek employment elsewhere once temporary employment
ends. The experience of the countries reviewed suggests that the level of on-the-job training is
minimal. This is particularly the case for those engaged in low-productivity jobs, who, in most
instances, come from the urban chronic poor.

Offering credit to the poor requires mechanisms that would approve loans for people
who, in most instances, aready have minimal income, may be unemployed, and own no assets
other than their labor. Establishing mechanisms is particularly important in giving credit help
to women and the urban chronic poor because they face severe structural constaints that block
their access to credit. These constraints include the lack of colateral and inexperience with credit
facilites. In Ghana, for instance, the inability to establish mechanisms that ensure the poor's
access to creit diluted the scheme's effectiveness.

Case Studies

The case studies presented below elaborate in greater detail the findings made above.
Redeployment programs in Ghana, Hungary and Madagascar are compared. The different
experences in labor-intensive public works projects implemented in Bolivia, Ghana, and Chile
are also presented, and a credit scheme in Ghana discussed.

Redeployment prognams

Retenching civil servants and public and para-public sector employees is often a highly
politically sensitve issues for countres undergoing adjustment. Since these groups are often the
most visble victims, countries undergoing adjustment have incoporated measures to encourage
the redeployment of redundant labor. Program designers target those considered the direct
vicims of strucural adjustment. These include civil servants and public sector employees, laid-
off because of public sector rationalization. They a:so include others who may lose their jobs
because of adjustment measures aimed at industrial restuctunring. While these groups may not
be the poorest groups within the society, public sector and parastatal employees are the most
vocal. Seveal adjusting countries have targeted compnsatory measures towards these groups
in an attempt to generate political support for the adjustment program itself.

Redeployment programs consist of a vanety of interventions including income support
measures as well as measures aimed at developing human capital through the enhancement of
skills. These programs may consist of a combination of the following measures: first, cash
compensation packages for redeployees; second, job counseling and business advisory services;
and third, skill training to er-able the redeployees to find self-employment or employment in the
private sector.
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Ghana

An example of a redeployment program is The Actions to Help the Redeployees Project,
a component of the Progrwamme of Actions to Mitigate the Social Costs of Adjustment
(PAMSCAD) in Ghana. This consists of various measures including seveance payments made
to retrenched public sector workers (totally an estimated US$ 10 million); job counseling and
guidance services; and labor retraining all aimed at facflitating the geographic and labor mobility
of an esimated 45,000 personnel from the Civil/Ghana Education Service into the private sector.
The Program is implemented by the Ministry of Mobilization and Social Welfae and
administerd by a Redeployment Management Committee established within the Ministry.
Counseihg and job guidance is provided through regional labor employment centers and labor
reaining services are provided through private training institutions.

Of the various initiatives undertaken to assist the redeployed, the compensation package
has been relatively effective in reaching a signficant number of the workers displaced from the
public service. As of January 1990, 38,037 retrenched employees had received severmnce
payments (Government of Ghana, 1990). However, as the value of the compensation provided
to the redeployees was determined on base salaries and the length of employment, higher level
redeployed civil servants received more adequate severance packages than did those in the lower
echelons of the civil service, such as laborers. In some instances, employees who were either
casual or contract labor had not been included in the redeployment progra at all (Multi-donor
Review Mision, 1990).

As a signifcant number of the retrenched were lower st civil service workers,
including laborers, cleaners, clerical and secetarial personnel, it may be assumed that the
severance program while benefiting the relatively well-off civil servants has been ineffective in
mitigating income losses of those individuals least able to absorb reduction in income. In most
developing countries, women employed in public sector in most cases are in the lower cadres
positions. While data disaggregated by gender of redeployed civil servants in Ghana is not
readily available, it is likely that the severance program was less -ffective in providing sufficient
income to women.

The training component of the Redeployment Program proved less effective than the
severance program. As of April 1990, demand for training was only five percent of redeployees
totalling about 1,900 redeployed (Multi-donor Review Mission, 1990). There are two main
reasons for this. First, as some of the redeployees had not received any allowance during
training, in particular those that were laborers, found that they could not support their families
while undergoing training programs and therefore opted not to participate. Second, the
redeployees that did participate, felt that the skills with which they were being provided, in areas
such as tailoring, metal rod work etc., were not commensurate with both their occupational
preference as well as with labor market demands (Multi-donor Review Mission, 1990).
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Madgascar

Madagascar launched a public retrenchment program in 1987 as part of the Government's
public sector adjustment strategy. The govemnment initiated a redeployment progam as part of
the socal action program component of the Economic Management and Social Action Project
(EMSAP). The program consists of a Redeployment Fund established under the management of
the Ministy of Civil Service and Labor. This program helps to provide severance payments to
an esimated 7000 public sector employees laid-off because of reforms in the public sector.
Also, the govemment established a Reemployment Prgram under tis Ministry to providc on-
the-job traiing. This training came from private enterprs or through specialized institutions
for the redeployed established to encourage their employment in the private or the informal
sector.

By early 1991, the government had not fully carried out the redeployment program
because of delays in enacting public sector institutional reforms. As a result, the program has
succeeded in redeploying and extending severance pay to only a small number of the estimated
7,000 public sector employees. Of those that have been redeployed, severance packages were
provided determined on the basis of length of employment and base salaries at the time of
retenchment. The average cost of severance pay per worker for the period 1988-1990 is
estimated at US$350 (World Bank, 1988c).

The differential severance payments to the redeployed, calculated according to base
salaries and length of employment, will benefit more those displaced workers who are at a
higher level within the civil service and who have worked there longer. Those in the lower strata
of the civil service, including day laborers and those worling under contract, are not likely to
meet the requirements necessary to obtain adequate compensation. In these cases, the severance
program will not adequately compensate, and may even bypass, those individuals who may need
compensation the most.

The program has succeeded in redeploying only a smal number of workers so far.
Moreover, the private enterprises ard specialized institutions selected to participate in the
reemployment program have provided little training in the reemployment program. The
effectiveness of these training institutions in encouraging the occupational and geographic
mobility of the redeployed, once the retrenchment program is underway, will depend on the type
of training that they provide. When the reemployment progam began, the Government estimated
that 30 percent of the laid-off workers would seek help through the reemployment programs,
mainly for self-employment assistance (World Bank, 1988, 19).

Hungar

Another example of a redeployment program is the Employment Fund, established in
Hungary in 1988 to strengthen existing employment services and retaining programs. One main
purpose of this fund is to encourage the occupational and geographic mobility of labor, primarily
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among those diplaced because of indut restructuing. The Wages and Labor Office within
the Ministry of Labor admiistes the Employment Fund and gets money for its activiies from
the government's budget. Money for the activities of the Employment Fund was Ft. 10 billion
for 1990 and will reach an estimated Ft. 29.6 billion in 1991 (World Bank, 1991e).

The government established the Fund to help distribute unemployment compensation to
workers displaced in the industrial restructuring taldng place as part of Hungary's structural
adjustment program. In 1990, development specialists declared that about 50,000 displaced
workers would seek employment services and help in obtaining new jobs. (World Bank, 1990n)
in addition to providng unemployment compensation to displaced workers, the fund also aimed
to support retining and job counseling assistance programns.

Various factors, including the length of employment and past eaming capacity, determine
the value of seveance payments provided to displaced workers. In addition, the govemment
provides temporary allowances at fixed rates to ceruin groups who remain unemployed for one
year or more. In September 1990, one-third of the regiered unemployed, nuribering about
20,000 persons, were unable to get either basic unemployment compensation or temporary
allowances. The primary reason for this was their lack of adequate employment records; the
government calculates unemployment benefits using data based on past employment eaniings.
(World Bank, 1991e) This has serious implications for those unemployed workers who are new
entrants into the labor market. In most instances, since these groups do not have previous
employment expeience, the Employment Fund may effectively bypass them, and, as a result,
they may not get any income compensation. Due to these perceived weaknesses, the Government
in 1991 reformed the unemployment insurance program to incorporate new eligibility
requirements, duration of benefits and other reforms to enhance the coverage of the program to
intended beneficiaries (World Bank, 199le).

Bolivia

in Bolivia, a major element of the Government's economic recovery program during the
mid-1980s, was to reduce the work force of its tin parastatal, COMIBOL, from about 30,000
to 7,000 employees. In its efforts to offset the costs associated with these massive lay-offs, the
government chose not to institute a redeployment program. Instead, retrenched workers from
COMIBOL got severance payments amounting to US$ 3,000 per worker; the progam provided
a total of US$ 62 million for an estimated 21,000 retrenched tin miners (Jorgensen et al, 1991).
in addition to severance payments, the government made other special efforts to provide
employment opportunities for displaced workers. These included providing credit assistance to
retrenched tin miners, and the involvement of displaced tin miners in constuction-related
activities on social and economic infrastructure project activities in the Emergency Social Fund
(ESF).

The retrenched tin miners did not take advantage of the various special initiatives that the
redeployment program offered. There are several reasons for this. First, the separation packages
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tin miners receied, amounting to almost five times per capita GNP for the peiod (GNP was
estimated at US$570-580 for 198641987), were extremely generous. These stipends provided
them with the means to sustain their living standards and enabled them to seek employment
elsewhere. A sgnificant number used the cash payment to relocate and start enterprises in the
informal sector. (Nunberg and Nellis, 1990) Second, the efforts to attract tin miners touard
ESF-fimded activities were not as successful as anticipated. Most workers did not need the
additional temporary income. Additionally, the tin-miners' skills were incompatible with
construction-relatd work. As a result, only about 10 percent of the total retrenched tin miners,
worked in ESF-funded project activities.

Labor-Intensive public works programs

Various counties encing adjustment have launched public works programs in an
effort to create employment for the newly and chronicaUly unemployed. Unlike rgular
inrasthcture projects which define their pnrmay goal as the creation of infrastructure, these
projects are designed as specal enploymn generation schemes aimed at infrastructure building
(Ribe et al, 1990). Temporary public works schemes have aimed to offset the loss of
employment, decline in real incomes, and the deterioration in living standards arising from
structuradjustment.

In some countries, governments have designed these programs to reduce the competition
in the labor market from retrenchments in the public and private sectors which threaten to
depress real wages and temporarily increase unemployment or underemployment. These special
employment programs are designed, in most instances, to use labor-intensive techniques, and
to get under way quicldy. They are intended to create employment and income-generating
opportities for the newly and chronic unemployed through employment in civil works as well
as through supply and consulting contracts.

The rationale to fund such progrms has been that during economic austerity labor-
intensive public works generate employment udlizing displaced workers and the unemployed.
Policy makers believe that these programs will help to provide much needed wage income to the
poor, particularly to the semi-sldlled or un-skilled labor force, while also helping to reconsuct
infastucure. Further, they hope that such activities wilU enhance productivity. Skill transfer
is intended to enable unskilled and semi-skIlled workers, to find employment after the temporary
work bas ended.

Public works programs have attempted through various means to target income benefits.
Some programs offer market wages comparable to those in a low-income sector, for example
construction, in an attempt to attract poor workers. Many public works schemes have tried to
target wage benefits by imposing restrictions or quotas on the hiring process. Another forn of
targeting has imposed below market wages in an attempt to attract the relatively poorer segments
of the population.
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In adition to employment and income benefits, govemments expect to see these
pograms exert beneficial impacts on the rehabilitation and maintenace of essential social and
economic infrastrucre. In most cases, project designers concentrate actvities in areas such as
the rehilitaton and/or construction of social infrastructure including schools, nealth posts,
drinage and sewerage systems as well as economic infrastructure including the rehabilitation
and maintenance of roads.

The Emergency Social Fund (ESF) of Bolivia paid for small-scale labor-intensive public
works projects. Vanous public and private institutions, including community organizations and
NGOs, identified these projects. The ESF acted primarily as a financing intermediary, soliciting
and fimding projects generated at the community level.

The ESF attempted to target employees from the construction industry to work on
nfrastructure projects that it financed. The economic crisis of the early 1980s had negatively
affected the industry. The program offered workers market wages prevailing within the
construction industry. Program operators believed that offering market wages in a low-income
seor, would atact workers who were primarily poor, if not the poorest of the poor. By so
doing, they hoped to channel the income benefits to low-income workers who depend heavily
on wage income.

A deailed study of a sample of 64 urban economic infrastructure projects and a random
sample of 600 ESF workers found that the typical worker on ESF-financed urban infrastructure
projects was male (99 percent of sample), married (71 percent of sample), head of household
(93 percent of sample), and the sole income-earner in the family. For a significant number of
the households within the sample, the income obtained from ESF-sponsored activities was the
primary source of income. In 62 percent of the households there was only one reported income
eamer and in 25 percent there were two. Only 7.2 percent of the ESF workers had a secondary
job. The analysis confirmed that this pxofile of ESF workers closely paralleled that of the
construction sector as a whole (Jorgensen et al, 1991).

The ESF was relatively effective in reaching its intended target groups-displaced
construction workers. About sixty percent of those worlkng on ESF-financed urba infrastructure
prqects worked priously in the construction sector. One reason was that sub-contractors did
not have to follow hiring requirements which obliged them to hire specific groups of workers.
In the ESF case, sub-contractors chose to hire former construction industry workers. The ESF
was relatvely ineffective in providing employment to other groups such as retrenched tin miners
who comprised only 1.4 percent of ESF workers and small vendors who compnsed only 5
percent (Jorgensen et al, 1991).

The ESF succeeded in providing substantial temporary income to worlers involved in
ESF-ftmded activities. The average ESF worker experienced a 22 percent increase in wages and
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a 45 percent increase in weeldy earnings beyond what the employee would have earned if
working in the absence of the ESP. While some leakage may have taken place and benefitted
some individuals in the higher earning deciles, the findings of the analysis suggest that 25
percent of workers would have belonged to the poorest tenth of the population had they not
obtained employment through the ESF (Jorgensen et al, 1991). To this extent, the ESF has
provided income to the poorer, if not the poorest groups of workers within urban areas.

Wage benefits from ESF-financed activities went to male heads of households. For many
this was their pimary source of income. While the overall increase in income may have been
beneficial, the impact of the wage benefits at the intra-household level obviously depends on the
income distribution within the household.

The evidence indicates that very few women worked on ESF-financed urban econonic
infrastructur projects. This was primarily because the project did not impose requirements such
as quotas for hiring women, miners or other groups of workers and allowed subcontractors to
employ the workers they chose. Further, contractors targeted their activities toward the
construction industry, which employs few women, older men, or younger men. Thus, the direct
benefits of income from ESF-financed urban economic infrastructure projects most likely will
not reach the relatively poorer segments of the population, such as women and certain segments
of the chronic poor.

The benefits in the form of on-the-job tining were mixed. A survey of 249 ESF
workers in 1988 found that about half of the workers believed they had not improved their skill
level by worling on ESF-financed projects. Of these workers, 44 percent previously worked in
the constuction sector (Jorgensen et al, 1991).

Ghana

Another example of a public works program is the Priority Works Project instituted by
the goverment of Ghana as a component of PAMSCAD. The Ministries of Works and Housing
and Roads and Highways jointly administer the program.

Tbe project was designed primarily to generate short-term employment opportunities to
help alleviate the unemployment problems resulting from the contraction of the Ghanaian civil
service. The primary objective was to generate an estimated 10,000 productive jobs over a two-
year period, through the use of labor-intensive techniques. Program directors concentrated
activities in four urban areas - Accra, Tema, Kumasi, and Sekondi/Takoradi.

The underlying concept was to provide employment and income opportunities for the
new, chronically unemployed through jobs in civil works and the promotion of local small and
medium contractors. The program paid laborers salaries below market wages in an effort to
target the wage benefits toward unskilled and semi-skilled laborers.
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By September 30, 1990, the Priority Works Project had perfonned at levels below
epectations mainly because of financial and institutional bottlenecks it faced at the outset. The
project schedule was lagging more tman a year behind schedule. The level of employment
generated to that date represented about 80 percent of the projected level (Government of Ghana,
1990, Table A m-1).

Data on actual project beneficiaries is not readily available. The imposition of below
market wages, however, is likely to reduce leakage of wage benefits, and effectively target
benefits to relatively poorer groups, such as unskilled and semi-skilled laborers within selected
urban areas. The project may prove effective in providing much needed temporay income to
the urban chronic poor.

Local small and medium contactors who have secured construction and consultng
contracts have also benefitted. Many of these previously worked in the construction sector and
were suffering income losses arising from the downturn in this industry rherefore, the contracts
secured on these projects will provide them with an essential source LI income. Further, the
project has awarded some contacts to retrenched public sector workers. While these groups may
not be the poorest groups within the urban areas, they have suffered income losses as a result
of the contraction in the construction industry and the retrenchment in the public sector.

Data on the gender of the actual beneficiaries are not readily available. Anecdotal
evidence suggests, however, that few women have been able to obtain employment either as
laborers or through consultant conats. This may be because few women are involved in
constuction-oriented activities. Thus, the project has been ineffective in providing much needed
income to one significant group of the urban poor-women within poor urban households.
However, since many women work as laborers in civil works, they are likely to find a source
of much-needed income, albeit one that is temporary and minimal.

The ability of the project to improve occupational mobility, by improving the skill level
of the workers, will depend on the kinds of activities in which workers engage. Those who are
engaged in low-productivity jobs such as street cleaning and garbage collection may achieve only
minimal skill enhancement. Thus, to the extent that unskilled and semi-skilled laborers
participate, the project is not likely to improve the occupational mobility of these laborers once
they terminate their employment on project activities. This has partcular consequences for
women and the chronic poor who are most likely to once again face unemployment once project
actvities end.

CO7e

Chile first initiated varous emergency employment programs to counter the negative
impact of economic crisis in the mid-1970s. These were labor-intensive public worls programs
concentraing on construction and maintenance of urban infrastrucure. The most significant was
the Programa de Empleo Minimo (PEM) which operated during 1975-1988 as the largest and
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longest running of the employment programs within Chile. At the height of the country's
economic crisis during 1983, the PEM employed 7.8 percent of the total labor force within the
country (Graham, 1991). Although the PEM was designed primarily to provide temporary
employment and income compensation in the context of a recession, it also employed a
sificant level of unemployed people when Chile began its structural adjustment program in
1986.

The PEM was under the jurisdiction of the regional "intendencias". The municipalities
who chose the public works projects administered the progrm. Program directors estabLished
communal committees within each municipality that included the mayor, an urban advisor and
other representatives from communal groups. These committees then selected the infrastructure
projects that the program would undertake. Works chosen included the creation of public parks,
street cleaning, painting of public buildings, and construction of public faciities in poor urban
areas.

In an effort to target benefits toward the relatively poor segments of the population, the
progam imposed eligibility requirements for laborers. Workers had to be over 18, unemployed,
and not getting any other form of government compesation. They had to work seven hours a
day for five days a week and got the equivalent of one-fourth the minimum wage (Graham,
1991).

In 1988 when the government phased out the PEM it was providing almost 68 percent
of employment to aU of those worldng in the various emergency employment programs. The
program proved highly effective in giving needed wage employment to women as well as to
other groups of the chronic poor, such as the structually unemployed who included youths and
informal sector workers. In 1986 women comprised 75 percent of the PEM work force. Fifty-
seven percent of PEM workers had completed basic education, 33 percent had a high school
degree, and five percent had a higher technical or university degree (Grham, 1991).

Where female participation in the formal labor market was constrained, the PEM was
highly effective in providing women with the opporunity to obtain a source of income. Since
many of the public works projects were within communities where the women lived, the
opportunity to earn money close to home also was beneficial to women.

The PEM produced significt positive effects on women. Observers noted certain
negative side-effects, however, of the increased productive role of women. Tensions appeared
tD rise, for example, in male-female relationships and the rise in divorce and marital problems
was attributed partally to the growth of women in the work force and their increased
independence (Graham, 1991).
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Credit schemes

In countries undergoing adjustment, the informal sector is important as a source of
employment and income. Within the urban context, as the formal economy contracts a large
share of economic activity occurs outside the formal sector. In partcular, the reduction in formal
sector employment, arising from fiscal as well as demand restaints, has caused labor to shift
from the formal to the infonnal sector. Retrenched public sector and parastatal workers as well
as those displaced because of industrial restructuring have sought alternative employment
opporunies within this sector.

Some adjusting countries have tried to aid the absorption of the newly poor into the
infonnal sector through targeted interventions designed to promote small and micro-enterprise
development. They have also tied to improve the income-earnng opportunities of the chronic
poor withn this sector. Targeted interventions have included providing credit assistance to the
new and chronic poor to ease their absorption into enterprises operating within this sector.

Ghana

In Ghana, a key element in the employment generation strategy of PAMSCAD is its
Credit Line for Small Scale Enterprises component. The major objective of this credit scheme
is to help the redeployed, and other unemployed to genemae employment within urban and rural
areas through the formation of small scale enterpnses (Govemment of Ghana, 1990a).

The Ghana Enterprise Development Corporation (GEDC) and the National Board for
Small-Scale Industries (NBSSI) administer a US$2 million credit lne as a revolving fund. The
regional staff of the GEDC and the NBSSI and the Regional PAMSCAD Credit Committee
review prospective enterprises and approve all loans. The lender channels the funds through the
Bank of Ghana to local banks which appraise loan applications that entrepreneurs present to
them. In order to encourage lending to small-scale enterprise owners, most of whom do not have
adequate collateral and/or credit expenence, local banks get a spread of 8 to 10 percentage
points.

By March 1990, the staff had approved and financed 109 projects within the 10 regions
of the country. Eighty-six projects were on-going activities and 23 were new start-ups, launched
by rdeployees. Thity three projects were small-scale enterprises headed by women (Multi-
donor Review Mission, 1990, Attachment 3, 4). Data on the location of these small-scale
enterpnses in terms of urban versus rumal locations is not readily available, with beneficiares
living within the 10 districts of the country. It appears, however, that in regions in which the
scheme has been launched, most enterprises are located within or close to regional or district
capitals. For example, within the Upper East Region, the majority of the 12 projects financed
are located within or near Bolgatanga, the regional capital city. The reason may be that the
GEDC and other implementing agencies are represented only on a regional basis and, to this
etent, are able to reach only those within these areas.
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Overall, the beneficianes that have been able to obtain access to the crecit scheme are
not the poorest within their respective communities. Rather, they are small-scale entreeneurs
who would have had to close down or reduce their activities without tis credit scheme. A
sigificant number had never applied for credit through a bank, since in most cases they would
not bave been elgible (Multi-donor Review Mission, 1990: Attachment 3). Therefore, it is
reasonable to conclude that the credit scheme has given these beneficiaries an essential means
to sustain their activities and ear income.

In the majority of cases, funds went to finance on-going activities in areas such as metal
and leather works, auto-mechanics, baklery, poultry earing, and carpentry. For most small-scale
entrepreneurs, this source of funds appeared to be an essential source of financing, with funds
primarily used as working capital rather than for investnent purposes. The scheme therefore has
effectively provided income both to the owners of businesses, as welt as to laborers within the
enteprises. To the extent that these are unskilled or semi-skilled laborers, the credit scheme has
sceeded in offeing an essential source of incom-e to one segment of the chronic poor.

The regional implementing agencies have not been effective in soliciting loan applications
from female entrepreneurs, particularly with new enterprises. In most instances, women's
applications have been for mvestment in on-going operations. The main reason has been the
inability of regional orniations to help women entrepreneurs overcome their lack of
fmiliarity with credit attainment procedures.

One of the major drawbacks of the overall credit scheme is that entrvpreneurs do not get
effective taining in such subjects as business management and credit solicitation. A majority of
the entrepreneurs lack basic accounting and managerial skdlls they need to properly run
businesses. This is likely to have significant negative impacts on the ability of program opertors
to sustain the credit scheme in the long-run, and their ability to repay loans, paricularly in a
highly inflationary environment (Government of Ghana, 1990a).

Social and Economic Infrastructure Interventions

Many counties undergoing structural adjustment have recognized that during a period
of adjustment, it may be approprate to insulate certain types of public enditure, particularly
social and economic infratucture and services, from the general cuts in public spending. It is
revnt to protect public spending intended to benefit those population groups whose standard
of livng would be reatened if such services were reduced. In this context, countries
undergoing adjustment have incopoatd reforms to reallocate public expenditures towards those
sectors of particular importance to the poor, such as primary health and education. Measures
such as user fees and other cost-recovery mechanisms have been introduced, aimed at improving
the efficiency of social and economic expenditure.

In conjuncton with these measures, several adjusting countries have implemented
compensatory actions designed to improve the access of the poor to basic social and economic
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services. These aim to improve access to health and education services by providing essential
recurrent inputs such as essential drugs, textbools, and school desks. They also are intended to
improve the delivery of social services through the construction and/or rehabilitatin of social
infrastructure such as health posts, schools, water and sanition facilities. Economic
infrtructure interventions attempt to improve access to economic services through the
construction and rehabition of resources such as roads.

Within the urban context, various groups have been identified as particularly vulnerable
to socal and economic services public spendig cuts. They include the urban chronic poor-poor
urban households, who lack access to basic social and economic services-and the borderline
poor-those who face increased risk due to cuts in public expenditure on these services.

Major findin

Structural adjustment entails reductions in overall public expenditure. Reductions in
public spending on social and economic services may have significant negative impacts on human
capital development with consequent effects on labor productivity and overall economic growth.
In this context, several adjusting countries, along with measures aimed at reallocating and
ationalizing public expenditure, have carried out immediate actions aimed at countercting the

potential deterioration in standards of living arising from cuts in public spending. The prime
objective of these measures is to improve social service delivery to the urban poor.

Compensatory interventions aimed at offsetting the negative impacts of reductions in
public ependiture have provided both essential materials and ifstuture. They have included,
for example, cruca items such as textbooks, essential drugs, and other matrials, as well as
rebilitation and construction of educational and health facilities, water and saitation
infrastrucur, and low-income housing. The goal of these compensatory interventions is to
increase the access of the poor to social and economic services in order to develop human capital
and promote labor productivity.

This review identified two methods that countries have used to select compensatory
interventions-demand-driven and suppi, liven approaches. Bolivia and Honduras have tried
to use the former approach, soliciting requests for the financing of interventions from various
types of organizations including public and private agencies and NGOs. In most cases,
beneficiary communities were involved in identifying and carrying out interventions. Experence
to date suggests that beneficiary participation in project activities will improve project
effectiveness and may increase the ability of projects to sustain themselves.

Conversely, the experiences of Ghana, Guinea-Bissau and Sao Tome and Principe show
that a supply-driven approach may not be effective for two reasons. First, since targeted
beneficiaries do little to identify interventions, the effectiveness of the interventions designed to
address their needs will be limited. Second, since beneficiaries, in most cases, are not actively
involved in carrying out interventions, this may limit their sustainability.
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Expeice to date suggests that commuty level involvement is important to generate
and to carry out compensatoy interventions. The sustainability of interventions will increse if
communites can partcipate actively in identifying interventions designed to address their needs.

This review found that countres used several ypes of istitutional arrangements to carry
out compensatory interventions. These include the establishment of a Social Investment Fund
(SIP), the use of existg official agencies and the use of NGOs. While it is not possible to
specify any single institutional framework as the most appropiate means to carry out
compensatory interventions, the experiences of the countries this study has examined illustrate
some important issues.

The case of Bolivia and Honduras demonstrate that less complicated and tanspart
institutional procedures may be necessary to carry out effective interventions. In both cams,
flexble institutional arangements enabled the timely financing of interventions. Conversely, the
experience of Ghana and Guinea-Bissau show that complex institutional procedures can slow the
speedy implementation of interventions.

The experience of these same countnes also shows that NGOs can serve as effectve
alternative vehicles to carry out compensatory interventions. This is particularly true in cases
whe governmental agencies, either because of a lack of technical capacity or inaccessibility
to specific areas, can not effectively carry out these interventions. In many cases, NGOs may
be able to reach and work with communities that official agencies have been unable or unwilling
to reach.

Effective coordinating mechanisms must be established to properly implement
cmpensatory interventions. This is particularly true in cases where numerous agencies are
involved in the process. The exrence in Ghana and So Tome and Principe show that
institutional and financial bottlenecks may block effective implementation. Here lack of
mechanisms linking donor and implementng agencies severely delayed implementation. This in
turn severely reduced the effectiveness of the intervention in increasing access to basic social and
economic setvices for the targeted beneficiaries. Conversely, the expenience in Bolivia and
Honduras illustrates how important it is to establish simplified coordination and implementation
procedures.

Ca Studies

The case studies presented below elaborate the findings presented above. Examples of
varous social and economic infrAstructure interventions are presented from Bolivia, Ghana, SAo
Tome and Principe, Senegal, and Honduras.
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Education services

Bolivia

A prolonged reducdon in investment saverely constrained the educational system within
Bolivia during the 1980s. By mid-decade, it had become over-stained. Inadequate facilities and
linited educational materials constrained students' access to quality education, partcularly within
poor urban communities.

To address this severe shortage in educational materials, the ESF financed an education
assistance program aimed at improving students' access to educational materials. By April 30,
1990, the ESF had approved financing totalling $17.1 million towards the financing of education
and health assistance programs including educational materials such as textbooks and the
constuction of school desks. NGOs and other community level organizations played a significant
role in administering and carrying out these programs, receiving about 57 percent of total ESF
financing in this category. Beneficiary communities also contnbuted through casti contributions
as well as in kind through labor (Jorgensen et al, 1991).

Within the first three years of operation, the ESF financed distribution of 640,000
textbooks and construction of 65,335 desks within schools across the country. While
disaggegated data on the urban versus rual allocation of these educational materials are not
readily available, the ESF did allocate a significant amount of its funding to finance education
assiance programs within several low-income pen-urban areas within the country. It is
reasonable to assume that the ESF has been relatively effective in improving access to
educational services.

Sio Tome and Pncipe

Because of resource constraints resulting from the rationaliztion of public expenditure,
Sio Tome and Ptincipe's educational system became severely overburdened during the 1980s.
Inadequate classroom facilities and shortages in educational materials became endemic within
schools across the country. Textbooks, in particular, became viually non-existent within the
country during the latter part of the 1980s kvWorld Bank, 1989d).

To address this problem, the country included a Textbook Sub-project as a pilot program
within the social assistance component of the Social and Infrastructure Fund (SIF). The Ministry
of Education was responsible for carrying out the program. Technical assistance from a
Portuguese NGO, the Caltouse Gulbenkian Foundation, assisted in designing the textbooks. Since
progam directors determined that textbooks would cost more to produce within the country,
they cntrcted local printers in Portugal, shipping the books to Sao Tome and Principe. Schools
could obtain delivery of bools after school principals presented written orders. The program
inposed security deposits on each textbook. Students received books on loan for the academic
year, subject to substantial penalties for improper care.
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Overall, tius program failed to improve access to educational materials for the targeted
school children. The program suffered from severe institutional bottlenecks causing delays in
printing as well as the distribution of textbooks to schools. As a result, in some cases, textbools
amved after the school year already had started, while in other cases, students attended school
throughout the academic year without textbooks.

Further, the program failed to improve the access to textbooks and exercise books for
students from poor urban households. Since the program loans textbooks to students against a
substantial security deposit, those without the financial means to pay deposits are likely to get
only limited benefits. For students from poor urban households these additional fees impose
additional constaints on household budgets.

Ghana

As part of the soc assistance component within the education sector, PAMSCAD
included two targeted interventions aimed at counteracting the negafive effects of decreases in
public expenditure in education. The Ministry of Education was responsible for identifying
schools to participate in both programs and for the overall management of program activities.

The first program, the Paper Commodity Aid to Support Primary Education program
aimed to promote better access to educational materials such as textbooks and exercise books
for primary school students within selected poor urban and rumal areas within the country. The
main objective of the program was to use paper aid donated by the Government of
Canada-3,000 tons of paper and 500 tons of cover boards-to print textbooks and exercise
books and make them available to students attending selectee schools within poor urban and rural
communities. The program sold exercise books at cost and charges a book user fee. Program
opeaors deposited proceeds in a revolving fund designed to finance printing and distribution
costs of the bools (Government of Ghana, 1990a).

Institutional bottlenecks and delays in implementation have plagued the program. As a
result the effectiveness of the program has been limited. First, because of financial and
bureaucratic problems, the paper and cover boards donated by the Canadian Govemment arrved
more than a year behind schedule. A furthei delay occurred as a result of the Ministry of
Education's inability to award printing contracts to local printers. As a result, by niid-1990, the
printing of the books had not begun (Government of Ghana, 1990a). In view of these problems,
the program has as yet has failed to improve students' access to educational materials.

Further, even if the distribution of textbooks takes place, the ability of the program to
improve access to textbooks for students coming from poor urban households is questionable.
Because of the user fees, these students are unlikly to obtain educational mateials. As in Sao
Tome and Principe, these additional educational costs may impose fiuther constraints on the
budgets of already poor urban households.
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The second progam, the Bulk Purchase of Food for Institutional Feeding, aimed to
provide supplemental food to students whose families have suffered from the reduction of the
school feeding subsidy and the rise in school fees. This program aimed to offset the nse in
educational costs imposed on parents of secondary school children. Food, donated by the World
Food Programme, went to some pre-selected schools within the 10 regions of the country.

The govermment determined individual daily per student rations on the basis of portion
control rations recommended by the Ministry of Education. This consisted of portions of rice,
maize, canned fish, vegetable oil, bean and wheat flour. The program sold food items to
secondary schools at 1988 constant wholesale prices and asked them to pay an average of 60
cedis per student per day. Program operators stored food items within regional food depots and
distriuted allotted quantities to schools. The money received went into an account earnarked
for refurbishing schools and for bulk purchases after World Food Programme assistance ends.

Data specifying urban and rual allocation to the selected schools are not readily
available. By mid-1990, however, an estdmated 86,000 secondary school children received food
assistance within the 10 regions of the country. Within the Greater Accra region, which includes
Accra and its peri-urban areas, more than 7,000 students received food rations (Government of
Ghana, 1990a, Appendix 2). The program has succeeded in providing a limited amount of food
assisnce to students within urban areas and, therefore, has offset the costs asociated with
reducing public expenditures on education services such as reductions in feeding subsidies.

The program suffered, however, from substantial institutional and financial bottlenecks
and its overall impact on the intended beneficiary students has been limited. One problem has
been the delays in delivering food items, with institutional bottlenecks in the Ministry of
Education exacerbating this problem (Govemment of Ghana, 1990a).

Education infastructure

Boliva

The decline in investment within this sector arsig from reductions in public expditure
by the mid-1980s madc the educational infrastucture system within Bolivia inadequate to meet
the needs of the country. By the mid-1980s, inadequate educational facilities-dilapidated school
buildings as well as severe shortages of schools-causing severe overcrowding witiin
classrooms-were typical in the country's school system.

The government designed education infrastructure interventions to address these
problems. Iley included construction and rehabilitation of primary and secondary schools,
finarced by the ESF. The govemment asked both public and private agencies including NGOs
and other community level organations to help finance these intiatives. The program
channelled a significant proportion of total funding for educational infrastructure interventions
through various organizations. They included the National Committee for School Construction,
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a governmental agency speializing in the construction of schools, NGOs such as Save the
Children, and others operating within the education sector. The program required beneficiary
communities themselves to make contributions in labor or material in constructing educational
facilities within their respective communides.

By April 30, 1990, the ESF had financed the construction of 224 schools within Bolivia.
(Jorgensen et al, 1991) Disaggregated data are not readily available concerning targeted urban
and rural areas. The ESF did attempt, however, to target relatively poorer areas within the
country using poverty area maps. The program focused a significant amount of its financing on
peni-urban areas of La Paz, Cochabamba and Santa Cruz. Overcrowding, dilapidated school
facilities, and inadequate access to educational materials, characterized the educational network
system within these areas. This had caused severe constraints on educational opportmities for
a significant porion of the popuation.

The ESF responded to many demand-driven requests, originating in most instances, at
the communty level. Thus, it is valid to conclude that the program to a great extent has
succeeded in addressing the real needs of the communities where these faciLities have been built.
WiLthin communities such as El Alto, for examp. e, a peri-urban area on the outskirts of La Paz,
raid rural urban migration had resulted in increased pressure on the educational system. Here
the construction or of schools is likely to produce positive impacts. In particular,
the program may help to address severe overcrowding. Construction of schools may have
signiicantpositive impacts by improving access to education and thus increasing the educational
opportnities for children living within these communities.

Honduras

The educational infastructure system within the country suffers from severe problems,
particulaly insufficient and inadequate classroom capacity to meet the needs within the country.
The existing school network system meets only 30 percent of total needs and more than 50
percent of this requires substantial rehabilitation (World Bank, 1991d). This has led to severe
constraints to access to educatonal opportunities for students within poor urban and rual
communities.

The government established an institutional framework designed to address the severe
inadequacy of the educational network system. The Honduran Social Investment Fund (FHIS)
financed rehabilitation and construction of pre-primary and primary schools within targeted
communities across the country. Similar to the ESF in Bolivia, the FH1S used a demand-driven
aproach to solicit requests from various agencies. These include municipalities, public sector
agencies and NGOs and other community level organizations. The program required soliciting
agencies to show evidence of the need for educational facilities within the various communities
within which they operate. The progrm also asked beneficiary communities themselves to
contribute in labor or material in constructing and rehabilitatng schools.
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Between the creaion of the program in March 1990 and December 1990, the FHIS had
chaneled 15 percent of its total financing-about US$ 1.1 million-toward funding scial
infstructure interventions, including the construction and/or rehabilitation of schools witin
targeted areas (World Bank, 1991d, 14). Data about urban versus rural allocation of these funds
are not readily available. However, the FHIS employing various indicator targeting mechanisms
including nutritional status and access to samitation and water services, specifically targeting all
290 municipalites within the country (World Bank, 1991d).

In the past, the educational system within relatively poorer urban areas had failed to meet
the needs of the communities. Thus, these interventions are likely to alleviate some of the
constaints these communities face. Since communities themselves are involved in choosing and
implementing the interventions, the construction of educational facilities financed within poor
urban areas probably will improve access to educational services for these communities.

Health services

Ghana

In an effort to address the insufficiency of essential medical drugs within the country, the
governent included an essential drug component in PAMSCAD. Its goal was to relieve critical
problems of chronic undersupply and high prices of essential drugs in poor urban and rurl areas
through a community-level drug supply program. This would provide a regular supply of basic
essential drugs to 30 health institutions and 75 community centers located within selected poor
urban and rural communities across the country. These were selected on the basis of social and
geographic data. Targeted regions included the Greater Accra region, which encompasses the
capital city of Accra and its surrounding urban communities. The program chose six health
insitutions and 15 health centers within this area to participate in the program (Government of
Ghana, 1990b, 23).

Under the supeiion of the Ministry of Health, the program was designed to use multi-
donor funding to import essential drugs and necessary equipment for sale to target groups within
selected communities. Guidelines directed the program opetrs to run it on the basis of cost
recovery. This included creation of a revolving fund to finance the regular re-supply of essential
drugs to these selected areas. Further, the govenment planned to expand this scheme to
incorporate more than 150 communities in all regions of the country.

The essential drug scheme suffered from severe organizational and institutional
bottlenecks. As a result, the program's benefits to the target groups have been negligible. By
mid-1990, the program had distributed no essential drugs although the country had imported a
substantial amount of drugs through UNICEF (Government of Ghana, 1990b). Also, the storage
fcilities within the selected districts, ncluding drug stores and other health institutions, proved
to be totally inadequate to serve as storage facilities. To date, the program therefore has failed
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to address the critcal problems of chronic undersupply of essential drugs and has not improved
accss to esntial medication.

Health infucture

Bolivia

The health infrastructure network within Bolivia during the mid-1980s failed to meet the
needs of the country. In particular, some areas lacked any health infrastructure networks, while
in others the eisting infrastructure was too weak to effectively address the health needs. Lack
of investment in this sector has further eacerbated this situation.

To address this problem, the ESF financed health infrastructure interventions, including
the constwcon and rehabiliton of health posts, clinics, and primary health centers. The
program obtained requests through a demand-driven approach, with soliciting agencies comprised
of both the public and private sectors, including NGOs and other community level organizations.
The progam required beneficiary commumities themselves to make contributions in the form of
labor or material.

By April 30, 1990, the ESF had financed construction of 259 clinics and health posts
within Bolivia (Jorgensen et al, 1991). The ESF tried to target the relatively poorer areas within
the country, focusng its financing on pen-urban areas around La Paz, Cochabamba, and Santa
Cnuz where health systems were severely dhlapidated. One of the areas that the ESF targeted,
for example, was the Villa Primero de Mayo, a low-income neighborhood on the outslirts of
the country's second largest city, Santa Cruz.

The construction of health facilities within poor areas is likely to produce positive impacts
on the targeted beneficiaries by increasing their access to health services. To the extent that the
commuimties themselves take part in choosing and carrying out these interventions, these are
likely to succeed in serving the real needs of the communities.

Hoeduius

The health network system within Honduras suffers severe deficiencies. Health facilities
are grossly inadequate, and most clinics, health posts and prmary health centers within the
country are in total disrpair. As a result, Honduras has one of the lowest health indicators
within the Western Hemisphere. This situation is likely to grow worse because of the reductions
in public expenditure, arising from fte economic adjustment policies that the government has
undertaken.

In an effort to improve the health network system within the country, the Honduran
Social Fund financed rehabilitation and construction of clinics, health centers, and posts within
targeted poor communities across the country. The FEITS employed various indicator targeting
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mechnms including nutritiot status and access to sanitation and water services, targeting all
290 municipalities withiin the country.

During the first ten months of its operations, the FHIS channelled 15 percent of its
available finmcing, amounting to about US$ 1.1 million toward funding soc infastructure
interntions. Like the ESP in Bolivia, the FHIS used a demand-driven approach to solicit
funding for health infrastructure interventions. Soliciting agencies included public and private
agencies such as municipalities, ministries, NGOs, and other community level organizations. As
in Bolivia, interventions to rehabilitate and construct the health infrastructure wil improve poor
people's access to health services. Where the beneficiary communities themselves take part in
choosing and implementing project activities these are more likely to address community health
needs.

Water and sanitation

Sio Tome and PNacipe

te capital city of SAo Tome and other urban areas within the country have experienced
rapd urbaniztion because of increased migration from rurl areas with consequent substantial
increases in population densities. During 1988, for example, population density in the capital
area was 1,962 inhabitants per square Idlometer (World Bank, 1989d). An already deteriorating
and overstrained social infrastructure now fails to provide even basic essential services for the
urban populations.

Water and sanitation infrastrucure, in particular, has experienced severe and prolonged
deterioration within major urban areas. Within the capital city of SMo Tome only about 40
percent of households have house or patio connections, with the remainder using water from
badly fimctioning standposts (World Bank, 1989d). The inadequacy of existing services is
associated with poverty, poor health conditions, and high levels of communicable diseases.

In an effort to counteract tis severe deterioration of the water supply system within the
capital city, the Social Infraucture Fund included a Water Supply Project. Its goal was to
rebabilitate and extend the water supply system. Institutional bottlenecks have meant that to date
the project has had limited impact on intended beneficiaries. By early 1991 the Government had
not even established the agency wbich was to have direct responsibility to carry out
implementation of the project. As a result, this project had litte effect on improving the
communities' access to water and sanitation services.

Bolia

By April 30, 1990, the ESF had financed installation of 181,038 meters of sewerage and
water systems witiin communities across the country (Jorgensen et al, 1991) The ESF responded
to financing requests presented from various agencies, including NGOs, municipalities, and
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regional development corporations. A significant amount of funding went to regional
development corporations which implemented water and sanitation infrastucture projects within
urban and rural communities across the country.

Estimates suggest that the program had allocated a significant amount of funding to the
rehabilitation and construction of these systems within urban areas such as La Paz and its
surrounding areas. In particular, the ESF targeted El Alto, a poor community on the outskirts
of the capital city in which 350,000 residents live where fewer than half of the residents had
access to running water in their homes and only one out of five houses was connected to
sewerage systems.

In communities such as this, the ESF has been relatively successful in financing
construction and rehabilitation of water and sanitation systems. The primary reason has been its
ability to reWond effectively to communities' financing requests. Unlike the case of Sao Tome
and Principe and Ghana, the ESF here has been relatively free of the institutional botdenecks
which have impeded activities. As a result, the F ,F largely has succeeded in improving access
to basic water and sanitation services for poor )mmunities, with its long-term impact a likely
improvement in the health and nutrition stus of communities.

Gyhana

An Urban Upgrading Component was included as part of the Priority Works Project
component of PAMSCAD, identifying three low-income urban communities in Accra (East
Maamobi), Kunmas (Moshie Zongo) and Tema (Ashaiman) as target areas for PAMSCAD
financing to rehabilitate or construct water and sanitation infrastrucure. These communities were
chosen as particularly vulnerable to the severe inadequacy of existing water, drainage, and
sanitation infrastructure (Government of Ghana, 1990a).

The project aimed mainly at rehabilitating existing drainage systems within these targeted
areas and constructing public sanitation infrastructure such as public latrines in areas which
lacked these facilities. By mid-May 1990, the project within all three communities was
encountering severe delays, and was more than a year behind schedule (Government of Ghana,
1990a). This was the result both of institutional bottlenecks in the Technical Services Center of
the Ministry of Works and Housing, as well as financial bottlenecks occurring because of delays
in donor financing.

Housg

Bolvia

The availability of low-cost housing within Bolivia was severely inadequate during the
1980s. In particular, the shortage of housing became extremely acute within pen-urban areas
where rapid rual urban migration had significantly increased populations witin these areas. The
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shortage within the country was further exacerbated during the economic crisis in the mid-1980s
as a result of reductions in govemment expenditure in this sector.

To address this problem, the ESP funded low-cost housing projects within targeted urban
and rural communities across the country. It attempted to target low-income pen-urban areas
such as El Alto and Villa Primero de Mayo where the migration of peasants from the
countryside and laid-off workers from mining towns had combined to exacerbate the housing
shortages.

A significant proportion of the housing that the ESF financed were self-construction
projects. In the majority of cases, community level organizaions solicited funds from the ESF
for materials for housing units within their respective communities. The ESF channelled funds
for the purchase of housing materials, such as tile roofs, and adobe bricks, with the beneficiary
communities themselves providing labor for unit construction. Each housing unit constructed cost
an esfimated US$ 2,000. The program made funds available to targeted beneficiaries at a
discounted purchase price of US$ 1,400, with low interest loans repayable to the National
Housing Fund over 20 years. Within the first two and one-half years of its operations, the ESF
committed US$ 14 million toward financing housing projects that resulted in construction of an
estimated 10,000 low-cost housing across the country.

To the extent that this program has increased the overall availability of low-cost housing
vithin these low-income areas, it is reasonable to assume that these projects will have a positive
impact on the targeted communities. Although these houses sell to residents at low costs they
are however, still likely to be too expensive for the relvely poorer households within these
communites.

Ghana

The Priority Works Project of the PAMSCAD included a Sites and Services sub-
component, the purpose of which was to alleviate the acute low-income housing problem within
Tema, one of the country's largest secondary cities (World Bank, 1991c). It aimed first to
develop 400 serviced plots for sale to companies and individuals for low-income housing within
the city, as well as provide credit through the Bank of Housing and Construction (BHC) to help
the financing of low-income house construction.

The government established a Sites and Services Department (SSD) within the Technical
Servces Center of the Ministry of Works and Housing with responsibility to carry out this
program. This included the identification of eligible companies and the sale of serviced plots.
By early 1990, financial and logistical bottlenecks that implementing agencies were experiencing
had severely delayed this project. By 1990, after a delay of almost one and a half years,
consolidation of the sites had not begun mainly because implementing agencies were not able
to coordinate their acdvities.
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Economi bf cture

Senegal

Economic infrastructure, in particular roads, within Greater Dakar and other cities in the
coutry has deterioated severely. Within Greater Dakar, street rehabilitation and mtenance
are inadequate. The urban road network system has become severely dilapidated causing
constraints on pedestrian and vehicular traffic. In an effort to address this problem, the Public
Works and Employment Project finances activities aimed at rehabilitation and maintenance.

Execution of the urban economic infrastructure projects, supervised by the Public Works
and Employment Project, has progressed despite some delays. By February 1991, seventeen
projects within urban areas including Dakar, Khombole, Thies and St Louis, had been
completed. In those communites where the program has rehabilitated the economic
infrstuctre, positive impacts are likely to occur. These may include reduction in tc
congeston and improvement in communities' access to goods and services. Overall though, the
delays in reabilitating the urban economic infrastructure may cause further constraints on
economic activity within Greater Dakar and other urban areas.

Bolii

The ESF allocated 42 percent of its total financing (equivalent to US$ 76.2 million)
toward funding economic infrastructure projects across the country (Jorgensen et al, 1991).
Municipalities, regional development corporations and national road services received almost 70
percent of total funding for these kinds of projects. Economic infrastructure projects included
aetvities such as improvement of urban and access roads. By April 30, 1990, the ESP had
fiaced construction of 2,760 blocks of urban streets and the upgrading of 6,368 Idlometers of
inter-city roads (Jorgensen et al, 1991).

Since urban economic infrasrucre within Bolivia is weak, economic infrastructe that
ESF fiancing provided will have significant positive impacts on communities. Where
insufficient economic infrastucture has caused constraints on overall economic activity, it will
be particularly beneficial. The potential positive impacts include reduction in the bariers to
economic viability including improved transportation systems which will improve communities'
access to factor markets. Reduced constraints on factor and labor mobility and the consequent
increase in labor productivity also are likely to produce positive impacu.

Summny

The secnd part of this review has described the compensatory interventions a number
of govenments have undertaken to address some of the problems experienced by urban
population groups in the context of adjustment. Where effectively implemented, in most cases
they have offered short-term relief to specific target groups within cities. Nevertheless, evidence
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to date suggests that such interventions have not been sufficient to offset the short-term negative
impacts of adjustment. At the same time it is important to recognize that compensatory
measures, as designed, were not intended to address the longer-tern structura issues related to
urban poverty reduction.

Thus while nutrition and food astnce interventions have been effective in providing
short-term relief, they have not addressed more fundamental issues relating to attaining long-term
food sewuity. These interventions primarily have targeted vulnerable groups such as women and
children.

Employment and income generation interventions also have succeeded in providing short-
term relief. These include severance payments and public work schemes. However, evidence
suggests that such interventions have not increased employment opportunities or labor
productivity, addressing the stuctural issues related to urban poverty. At the same time these
mterventions have often been designed without sufficient attention to women's diverse
responsibilities and roles, particularly their reproductive role. As a result, frequently they have
provided only limited benefit to women.

Country experiences in carrying out social and economic infrastructure interventions
have varied. Where governments used simplified and transparent institutional procedures these
approaches seem to ease implementation. Conversely, complicated institutional arrangements,
and financial bottlenecks, in many instances, have impeded carrying out these interventions and
undennined their effectiveness in expanding the availability of social and economic services to
urban population groups.

The participation of beneficiary communities, both in the design and execution of
compensatory interventions, increases the ability of these programs to sustain themselves in the
long-term. This may happen because beneficiary participation can foster a sense of ownership
and, thereby, male it more likely that the intervention will succeed.

The type of institutional structure that a country chooses to administer compensatory
interventions depends on several factors. The first is the technical and administrative capacity
of existing official institutions to launch an effective effort to address the social and economic
costs anrsing from adjustment. The second relates to the existence of non-official agencies and
their technical and administve ability to administer targeted interventions. The third factor
retes to the political context within which the overall administation of the interventions takes
place.

Differing political and socio-economic contexts do not permit recommendation of a single
institional framework within which to launch compensatory interventions. Nevertheless, it is
possible to point to some important issues. First, it is essential to develop an institutional
framework that embodies simplified procedures concerning the design and the execution of
compensatory interventions. Second, it is important to streamline coordinating mechanisms in
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order to encourage successful implementation of interventions. Third, it is necessary to identify
mechanisms stha will accurately identify intended beneficiaries.

The extent to which NGOs and other community organizations are involved in the
administation of interventions differs among various countries and depends on several factors,
including these:

* The level of NGO activity existing within the country at the time of the
implementation of the intervention.

* The technical and financial capacity of these organizations to effectively
implement targeted interventions.

* The relations between these orgaitions and governmental agencies.

In some instances, NGOs and other community level organizations, may have a more
effective ability to work within communities in which official agencies have not been able to do
so. As a result they may be better able to assist in identifying local needs.



CONCLUSION

This review has identified reasons why urtban dimensions of adjustment are of cntical
importance. The evidence presented has shown that there is a dynamic interface between
macroeconomic distortions and the process of impoverishment taking place in urban areas of the
developing world. Changes in prices, wages and public expenditure have resulted in consumption
and income losses and the reduced access of the urban poor to basic social and economic
services. Such negative social and economic impacts can constrain the productive capacity of
households and firms. Given the linkages between the urban economy and macroeconomic
performance, therefore, this can also have significant repercussions for long-term sustainable
economic growth.

To date, the performance of structural adjustnent has been largely evaluated by
macroeconomic indicators. However, the review has described the extent to which under
adjustment, the household is the locus of survival. If the particular needs of the urban poor are
to be adequately addressed, it is imperative to intensify micro-level research from which policy
can be formulated. In recognition of this, the World Bank througl the Living Standards
Measurement Survey (LSMS) and the various surveys initiated by the Social Dimensions of
Adjustment Unit, has taken steps in 'his direction. In addition the Urban Development Division
is currently undertaking a collaborative research project on "Urban Poverty and Social Policy in
the Context of Adjustment" with longitudinal micro-level case studies in Budapest, Guayaquil,
Lusaka, and metro Manila.

In assessing the efficiency and equity of the survival strategies developed by households
and communities and the extent to which policy can improve their effectiveness, it is clear that
support should be given to those strategies that emphasize the growth of employment and
productivity of the informal sector and the various community-based initiatives developed to deal
with rising food prices and the reduction in access to services.

Adjustment policies have also had differential intra-household impacts provoking distinct
responses from different members of the household. For example, womer, and children, due to
their relative lack of power within the household, have been disproportionately affected. Given
women's responsibility in the maintenance of the well-being of household members, they have
been instrwnental in operationalizing coping strategies. In many instances increased labor force
participation, and work at the community level has further constrained the ability of women to
balance their triple role within the household.

This review has assessed a number of compensatory interventions designed to alleviate
some of the worst 'shocks' of adjustment for particular target groups. In many instances, they
have largely provided short-term relief. While it is essential to mitigate the short-term costs
associated with adjustment, structural impediments must also be overcome to ensure sustainable
economic growth. In order to achieve this, compensatory interventions must shift their focus from
short-term objectives toward addressing longer term structural problems associated with poverty.
This can be accomplished by improving the human capital of the urban poor and increasing their
labor productivity.
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Of the various initiatives undertaken to compensate for losses incurred under adjustment,
within households men have been primarily targeted as 'providers'. This is evidenced in the
employment and income generation interventions undertaken by various countries. It is only
within the food and nutrition interventions that women have been specifically targeted, generally
as passive recipients of welfare, i.e. "vulnerable groups," and not as active participants in the
maintenance of household welfare. In fact the implementation of these interventions often
requires the extensive participation of women at the community level. Where women's role as
community managers is recognized, and they are remunerated, this has significant consequences
for the sustainability of the intervention.

This review has shown that children have also been adversely affected by the changes in
prices, wages, and the provision of public services with an increase in their labor market
participation in many areas. Also, their nutritional status, particularly those under five years of
age, has deteriorated and their access to public services, especially health and education, has
declined. Compensatory interventions targeted towards children have primarily attempted to
redress the nutritional impacts and those associated with declining access to services. However,
these have ignored the increasing economic contribution that children have been required to make
under conditions of adjustment.

Overall, compensatory interventions need to take greater account of the dynamics of the
household. They need to recognize the unequal structure of the household and the "hidden" costs
associated with the maintenance of the well-being of household members. By so doing, these
interventions can assist all household members particularly women, to better absorb shocks
experienced under adjustment.

In the design of compensatory interventions there are, also, iportant political
considerations. Macroecono:ic policy initiatives can adversely affect certain politically vocal
groups, for example the new poor. This has important implications for the design, speed and
timing of the adjustment package. It is also important to effectively manage responses to the
adjustment process and forge alliances that will ensure the sustainability of the program.

The review has also identified the fact that in the majority of cases, the implementation
of these compensatory interventions has been plagued by financial constraints and institutional
bottlenecks. This has worked to severely limit their effectiveness in addressing the needs of
intended beneficiaries.

Differing political and socio-economic contexts do not allow the recommendation of a
particular institutional fiamework within which compensatory interventions can be implemented.
However, in order to guarantee the efficiency and effectiveness of compensatory interventions,
it is important to keep a number of issues in mind. First, in order to better respond to the felt
needs of the intended beneficiaries, a greater involvement of community-level organizations
should be encouraged both in the design and implementation aspects of compensatory
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interventions. Second, it is essential to develop an institutional structure that incorporates
simplified procedures with regards to the design as well as the implementation of interventions.
Third, it is essential to streamline coordinating mechanisms among all agencies involved. Fourth,
it necessary to properly identify intended beneficiaries. To this end, there is a great need for data
disaggregated by gender and age. Fifth, it is necessary to make a realistic assessment of the
technical capacity of agencies involved in the implementation of interventions. To this end, it is
essential to ensure that institutional capacity building is made an integral part of the design of
compensatory interventions.
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1 EF I EmF10yten Fund (Hungary)
ESp (conomSc Fund (Bolivia)
EKSAP Economic Managenent and Social Action Project
IBS (Madagascar)
PADS Honduran Social investment lund
PAMSCAD Social Development Action Project (Chad)
SIr Programe of Actions to Mitigate the Social Costs of
Sir Adjustment (Ghana)
SlAP social investment Fund (Bolivia)
SD? Social Infrastructure Fund (Sao Tome and Principe)
S.F Social and Infrastructure Relief Project (Guinea-
SWP Bissau)
PEB Social Development Fund (Venesuela)
Pt?P Social Recovery Fund (Zambia)
EBX Social Well-Seing Program (Jamaica)
BRDP Programa de Smploe Minimo (Chile)

Public Works and Employment Project (Senegal)
Programa de Hogares de Sienestar Familiar (Colombia)
Human Resource Development Program (Jamaica)

SAP Structural Adjustment Program
SAP Structural Adjustment Facility
ERP Economic Recovery Program
SAL Structural Adjustment Loan


