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Drought in Southern Africa: 
Shocks and Research
The response to the Southern African Drought of 1991/92 was the 
largest internationally co-ordinated relief effort since action against 
the threat of famine in Western Europe immediately after the Second 
World War. In the course of one year, starting in February/March 
1992, the ten SADC countries and South Africa imported 11.5m tons 
of food, approximately 9m tons more than normal import levels. Not 
surprisingly, this is seen as a great success for internationally co­ 
ordinated food aid. Huge volumes of food can be organised and 
successfully moved to prevent famine.
In economic and political terms too it Zimbabwe and even South Africa). Many 
marked a major step forward, towards the policy makers had, up to that time,
economic and political re-integration of 
South Africa with its economic neigh­ 
bours. It was an encouraging harbinger 
of possible future regional co-operation 
and of the prospects for peace and 
economic recovery in Mozambique.

Nevertheless, the contributions to this 
issue of Insights suggest a more complex 
and less triumphal evaluation of the 
experiences of this period. They also 
show how the agenda of social science 
research itself (no less than policy) 
evolves over time.

Before the 1991/92 drought, the African 
food crisis of the mid-1980s had 
stimulated research on Early Warning 
Systems and household food security. At 
that time, researchers and funding 
agencies were concerned with the extent 
to which countries, regions, particular 
communities and vulnerable groups were 
affected by and coped with drought. An 
earlier issue of Insights (Summer 1990) 
reported some of the findings resulting 
from that wave of research.

Current research into drought - Africa's 
principal form of natural disaster - has 
some different focuses. First, researchers 
are trying to redress the powerful 
tendency of economic and social policy 
to ignore work in the natural and 
environmental sciences, despite its direct 
relevance to policy. Second, while the 
disasters of the mid-1980s mainly affected 
the largely rural, least developed 
economies of the Sahel and the Horn, the 
1991/92 drought impacted severely on 
economies with larger urban populations, 
high levels of industrialisation and water 
dependent energy supplies (Zambia,

conveniently equated drought with the 
problems of semi-arid agricultural areas 
and food aid and relief; now it is 
recognised as impinging on the process 

of macroeconomic liberalisation. Drawing 
these two threads together, this issue of 
Insights summarises current wisdom in 
the natural sciences (climatology, 
hydrology and plant ecology) regarding 
drought forecasting and management. It 
also shows the consequences for 
economic performance and policy of 
failure to take this knowledge into 
account.

Recent developments in climatology 
are summarised by Hulme. In many 
countries on-site and satellite monitoring 
information is being incorporated into 
national policy making through Early 
Warning Systems. Information from 
satellite images to assess the intensity of 
the drought has been especially helpful 
in Mozambique, where conventional 
terrestrial monitoring has been very 
difficult.

Meteorologists have been able to 
identify different patterns of variability in 
rainfall in different parts of sub-Saharan 
Africa. The Sahel has experienced a 
statistically significant decline in rainfall 
(desiccation) over 30 years or more, 
creating a problem of adaptation to a less 
favourable environment, not just of 
coping with drought. In contrast, South- 
East Africa experiences  well-established 
18-21 year cycles, including wet and dry 
periods. Unfortunately this knowledge 
was not taken into account by Zambian 
and Zimbabwean authorities in the 
Continued on page 2, lower column 1

The natural science research reported in this issue, as we acknowledge with gratitude, was all 
presented to a meeting of the Drought Working Group of the UK National Committee of the 
International Decade for Natural Disaster Reduction (IDNDR) at the Institute of Hydrology, 
Wallingford in September 1993.

Climatic Information 
for Managing Drought
Recent developments in climate 
science, combined with new 
satellite technologies, now enable 
climate-related information to 
contribute in three different ways 
to drought management: drought 
early warning, climate/seasonal 
forecasting and climate change 
prediction.
Climate monitoring yields information 
which is the shortest term and is the 
most locally specific and appropriate 
for integration into Early Warning 
Systems. Near real-time monitoring of 
climate is undertaken in Africa using a 
combination of conventional ground- 
based observations of climate and i 
information extracted from satellite 
images. Both contributions are 
necessary for Early Warning Systems, 
although the potential utility and 
reliability of satellite-derived 
information is probably greater, 
especially in regions which have 
sparse observing networks or which 
are subject to war. Such monitoring is 
usually undertaken by national (e.g. 
National Meteorological Agencies) or 
regional institutes (e.g. AGRHYMET in 
Niger) located within Africa. Examples 
of relevant information for drought 
mitigation generated by climate 
monitoring are near real-time 
assessments of rainfall deficits (using 
METEOSAT imagery), or the impact of 
climate anomalies on vegetation 
productivity (using a Vegetation Index 
derived from NOAA satellites), crop 
growth, or river flows.

Seasonal forecasts provide 
information about the future 
characteristics of climate up to a year 
ahead - usually rainfall - with a lead- 
time of between one and six months. 
Continued on page 2, upper column 1
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Continued from page 1 column 3- 
They make use of our understanding of 
the deterministic processes which govern 
short-term climate anomalies (such as vol­ 
canic eruptions or sea surface temperature 
anomalies), or of analyses of the statistical 
relationships which exist between climate 
variables in different regions of the world. 
Both methods can yield skilful forecast 
information. The first makes use of 
numerical climate models, which are 
usually operated in large scientific institu­ 
tions in Northern countries. For example, 
the UK Met Office issues seasonal rainfall 
forecasts for two or three regions of sub- 
Saharan Africa each May and June. The 
second approach is not so demanding of 
computer resources and can be under­ 
taken by any institute with desktop com­ 
puters and access to near real-time climate 
data. For example, the Drought Monitoring 
Centre near Nairobi produced a good fore­ 
cast in advance of the 1991/92 wet season 
of the severe seasonal drought which 
afflicted south-eastern Africa. Both types of 
forecasts make statements about the likeli­ 
hood and size of future seasonal rainfall 
deficits averaged over a particular region.

Climate change prediction is the most 
scientifically demanding of the three 
enterprises. It requires an understanding of 
the complete global climate system and its 
sensitivity to both short-term and long- 
term influences, which may be natural or 
anthropogenic in origin.

The primary method for generating 
climate change predictions uses climate 
models - usually General Circulation 
Models - to undertake experiments which 
investigate how the climate system will 
respond to, say, large-scale deforestation, 
desert expansion, or continued increases 
in the atmospheric concentration of 
human pollutants. This activity requires 
major international collaboration between 
scientific research institutes and 
programmes; it can at present only be 
undertaken by well-resourced centres, 
mostly in Northern countries. These 
experiments aim to yield assessments, on 
time-scales of decades, of the likely future 
direction of rainfall trends in different 
regions and thus of whether - on a 
probabilistic basis - drought frequencies 
are likely to change. But their predictive 
reliability still remains low.
Mike Hulme, Climatic Research Unit, School of 
Environmental Sciences, University of East 
Anglia, Norwich NR4 7TJ Tel. 0603 593162, Fax. 
0603 507784. Publications: Hulme, M., Biot, Y., 
Borton, J., Buchanan-Smith, M., Davies, S., 
Holland, C.K., Nicholds, N., Seddon, D, and 
Ward, M.N. (1992) Seasonal rainfall forecasting 
for Africa. Part I: current status and future devel­ 
opment International Journal of Environment 
Studies (A), 39, 245-256 and Part II: application 
and impact assessment International Journal of 
Environment Studies (A), 40, 103-121. Hulme, 
M. (1994) Using climate information in Africa: 
some examples related to drought, rainfall fore­ 
casting and global warming. IDS Bulletin, 
Brighton, IDS , Vol 25 No 2, 59-68.

Continued from page 1 column 2 
management of water resource systems 
(see Box A).

On the other hand, forecasts of climate 
change over the longer term remain unre­ 
liable. Speculative accounts in the media 
and elsewhere about long-term decline in 
rainfall in Southern Africa, driven by global 
warming, are not warranted.

Part of the conventional ecological 
wisdom of the 1980s was that 
intensification of land use to sustain 
increasing populations in Africa was 
degrading the environment. But there is 
growing evidence of a slowdown in the 
opening up of marginal lands and an 
increase in soil conservation activities in 
association with agricultural intensification. 
Plant ecologists are trying to identify the 
plant species mixes that contribute most to 
the stability and resilience of dryland 
ecosystems. Andersen's analysis implies 
that interactions between climatic 
variability and the eco-system are varied 
and complex, requiring multi-disciplinary 
research by ecologists and social scientists, 
investigating the nature and causes of 
changes in land use. When there has been 
a proper assessment, for example Zambia, 
it suggests that even severe drought has 
had little lasting impact on the environ­ 
ment. The changing perspective on 
pastoralists, long seen as the enemy of 
their environment, may be related to this. 
Pastoral practice is now seen to involve an 
appropriately flexible and not

fundamentally damaging response to an 
unpredictable environment.

The resilience of ecosystems, at least 
under certain circumstances, may be quite 
robust. But robustness certainly cannot be 
taken for granted and the conditions for it 
need to be established case by case. 
Moreover, in the interim part of the 
desiccation-regeneration cycle, as Wallace 
shows, the hydrological impact can be 
severe and ill-informed actions at this time 
may undermine recovery. Simulations for 
the Sahel show that degradation of vege­ 
tation increases runoff and greatly reduces 
the aquifer recharge rate. Fortunately, 
Wallace is also able to paint a fairly 
optimistic picture of widespread potential 
for improvements in ground water exploi­ 
tation and water use efficiency in drought 
prone areas in Africa.

The Southern Africa drought has shown 
that the drought mitigation agenda also 
has to include the economy-wide or 
macro-economic implications of drought as 
an exogenous shock to African economies. 
But the policy practice of the international 
financial institutions, and the development 
assistance community more broadly, has 
historically been to exclude drought 
shocks from the mainstream economic 
policy agenda. Agricultural development 
activities for semi-arid areas often do not 
explicitly take into account the risk of 
drought. Nor has the probability of 
drought been taken into account in 
structural adjustment programming (see

Box A: Lake Kariba and the 
1991/2 Drought
Long-term mismanagement of the water 
supply was an important factor contributing to 
the electricity supply crisis in Zambia and 
Zimbabwe in 1992, and the risk to urban 
drinking water.

Since 1981/2, there had been a predicted 
sequence of, on average, years of lower 
rainfall in the Kariba and Kafue catchments. 
Climatologists had identified in the 1960s a 
statistically robust 18 year cycle in the 

I summer rainfall region of South Eastern 
Africa, and successfully predicted the wetter 
and drier periods of the 1970s and 1980s 
(Tyson, 1978). This regional rainfall pattern 
appears to be distinctive from the rest of 
sub-Saharan Africa (Hulme, 1993).

Water offtake for power generation at 
Kariba by the Zambian and Zimbabwean 
electricity generating authorities was based 

I on the average intake for the relatively more 
j favourable 1970s. Offtake was not adjusted 
i to the sequence of relatively lower inflow 

levels in the 1980s and so exceeded on aver­ 
age the rate of inflow into the lake by 16%, 
making the system increasingly vulnerable to 
further rainfall anomalies. At least in the case 
of Zimbabwe, such reckless management 
may partly reflect pressures to minimise 
short-run costs of power generation in face 
of the large operating deficits of the 
Zimbabwe Electricity Supply Authority. The 
effects of electricity curtailment in Zimbabwe 
in 1992 were estimated as a reduction of 
Z$560m in GDP, Z$200m in exports and a 
loss of 3,000 jobs. (Benson et al, 1993). 
Benson, C. et al. (1993) 'The Impact of Drought 
on Sub-Saharan African Economies and Options 
for the Mitigation of such Impacts by National 
Governments and the International Community'. 
London: ODI. Hulme, M. (1993) 'A note on the 
incidence of drought in sub-Saharan Africa'. Draft 
paper prepared for the Overseas Development 
Institute. Norwich: Climatic Research Unit, Uni­ 
versity of East Anglia, October. Tyson, P.D. and 
Dyer, T.G. (1978) The predicted above-normal 
rainfall of the Seventies and the likelihood of 
droughts in the Eighties in South Africa'. South 
African Journal of Science, 74: 372-377

Box B).
From a research perspective, part of the 

reason was the lack of systematic explor­ 
ation of the links between drought and the 
performance of African economies. The 
effect of an exogenous but internal shock 
to the economy and economic per­ 
formance is difficult to isolate. As recent 
research for Zimbabwe illustrates, although 
economic modelling is costly it can pro­ 
vide important insights (Box C).

Development studies, from the outset, 
has been committed to interdisciplinary 
research. The material in this Insights 
demonstrates the continuing need for such 
an agenda in research and policy analysis 
work on drought. 
Edward Clay,
Overseas Development Institute, 
Regent's College, Regent's Park, 
London
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Hydrological strategies: from agroforestry in Kenya to 
irrigated gardens in Zimbabwe
Many observers report that 
widespread land degradation has 
occurred in arid zones in Africa. 
Scientists do not really know the 
relative contribution of human 
activities and climate change. But 
irrespective of what causes dryland 
degradation, there are always major 
impacts on the hydrological balance. 
Recent simulations of the hydrological 
effects of vegetation degradation for 
the Sahel indicate not only a reduction 
in rainfall, but also a large increase in 
surface runoff (more than double) and 
reduced groundwater recharge (by 
around 50%).
Such radical changes in the hydrological 
balance have profound implications for 
dryland management. But the situation is 
far from hopeless, if the necessary water 
balance information can be collected and 
applied. Developments in two areas are 
quite promising and may help reduce 
degradation in future.

First, although many practical problems 
remain to be overcome, mixed cropping 
systems, e.g. intercropping and agro- 
forestry, are attractive as they can lead to 
increased water use efficiency. For 
example, in the bimodal rainfall climate in 
Kenya, traditional monocrops only use 
about one third of the annual rainfall. 
There is clearly potential for utilizing more 
of the rain to grow trees as well: as much 
as 7 tonnes/ha of wood could be grown 
annually. The challenge is to find tree and 
crop mixtures which are complementary in 
their demands for water. The Institute of 
Hydrology is working with ICRAF (the 
International Centre for Research on

Agroforestry), Nairobi, in pursuit of this 
goal.

Another approach is to seek to improve 
exploitation of groundwater, much of 
which remains virtually untapped in semi- 
arid regions in sub-Saharan Africa. New 
techniques have been developed for 
enhancing the yield of hand dug wells. 
Furthermore, in traditional arid zone 
agricultural systems water, as rainfall or 
irrigation, is not efficiently used and there 
is great potential for improvement. For 
example, traditional dryland millet in 
Niger, West Africa, only uses about half of 
the rainfall; the rest is wasted as direct 
evaporation from the soil or runoff.

An innovative, simple small scale 
irrigation scheme in Chivi Province, 
Zimbabwe has attempted to integrate low- 
cost improvements in both areas. In a 
collaboration between the Lowweld 
Research Station (Department of Research 
and Specialist Services, Zimbabwe), the 
Institute of Hydrology and the British 
Geological Survey, large diameter collector 
wells have been hand dug both on and 
off-station. They include horizontal bore­ 
holes, extending up to 30 metres in each 
direction, drilled radially from the base. 
These can greatly enhance the yield of 
water by tapping a larger area of the 
aquifer and intersecting discontinuities. 
This type of well is suitable in areas 
underlain by basement complex rocks, 
which constitute 30% of arid and semi-arid 
areas of developing countries worldwide. 
The well water is then applied in home 
made clay pipes or pots beneath the 
surface or by using mulches on the 
surface, reducing evaporation and

increasing water use efficiency by up to 
30%.

The first season of the scheme had many 
social and institutional teething troubles, 
but the second season was a resounding 
success. The off-station well provided a 
continuous supply of vegetables for more 
than 1200 people for home consumption 
and sale, while other water sources dried 
up during the drought. The first garden 
and a further six schemes are currently 
being monitored so that the long-term 
technical and socio-economic viability of 
collector well gardens can be assessed. 
Particular attention is also being given to 
the criteria and procedures that should be 
adopted in widescale siting and installation 
of groundwater based communal or 
allotment-type gardens. It is encouraging 
to note that one NGO is already 
committed to installing two collector well 
gardens in southern Zimbabwe. 
Hydrologically there is no reason why 
there should not be a -widespread uptake 
of the research recommendations from this 
project.

Jim Wallace, Institute of Hydrology, 
Wallingford, Oxfordshire OX10 8BB. Tel. 0491 
838800, Fax. 0491 832256. 
Publications: Wallace, J.S. (1994). 'Hydrological 
processes and dryland degradation'. WMO Bull­ 
etin 43, 22-28. Sivakumar, M.V.K., Wallace, J.S., 
Renard and C. Giroux, (eds) (1991). 'Soil water 
balance in the Sudano-Sahelian zone'. (Proc. Int. 
Workshop, Niamey, Niger, February 1991). IAHS 
Publication No. 199, IAHS Press, Wallingford, 
UK, pp 628. Wallace, J.S., Lloyd, C.R. and 
Sivakumar, M.V.K. (1993). 'Measurements of 
soil, plant and total evaporation from millet in 
Niger'. Agricultural and Forest Meteorology, 63, 
149-169.

Box B : Drought and Economic Risk Analysis
The possibility, indeed the near 
certainty, of a future drought is often 
ignored, by both governments and 
donors. For example, the first two five 
year national development plans in post- 
independence Zimbabwe assumed 
continued growth in the agricultural 
sector and the economy more broadly, 
making no allowance for the effects of 
some years of poor rainfall. Similarly, the 
Zimbabwe Government's ESAP did not 
include an explicit risk analysis, identify­ 
ing possible obstacles to reform; and in 
particular made no reference at all to the 
possibility and implications of a drought. 

In contrast, Government budget state­ 
ments, particularly in post-drought years, 
include lengthy references to the import­ 
ant relationship between rainfall and 
performance of the economy, and the 
need to ensure that realistic economic 
targets are set, taking the possibility of 
drought and other exogenous shocks

into account.
Donors, too, rarely take into account 

explicitly the possibility of a drought in 
designing either economic reform or 
sectoral programmes. Again in the case 
of Zimbabwe, the World Bank Report 
and Recommendations on a US$125m 
loan and a US$50m credit in support of 
the ESAP also excluded from consider­ 
ation the possible consequences of a 
major drought, such as that of 1983/4. 
Yet there was a risk assessment identify­ 
ing three other possible risks associated 
with the reform programme: weakening 
of political support; limited technical and 
managerial capacity; and slowness in 
external financial support materialising 
for the strategy.

Early indications are that the 1992 
drought has created greater awareness of 
the economic consequences of drought 
and the importance of taking into 
account a possible drought in designing

policies and programmes in Southern 
Africa. For example, the World Bank 
identified poor rainfall as a risk factor 
proposing in 1993 a Second Structural 
Adjustment Credit to Zimbabwe. But 
such awareness may not be sustained 
over time or translated into differences 
in practice.

Drought conditions have become 
more persistent in the Sahel during the 
last thirty years (Hulme, 1993); and there 
is a general appreciation of the econ­ 
omic enormity of the 1984/85 drought. 
But frequently drought is neither ident­ 
ified as a risk factor, for example, in 
World Bank country strategy papers, nor 
are measures for mitigating the impact of 
drought incorporated into programmes 
or projects in the region (Benson et al, 
1993).
References: See Box A



Ecological Aspects of Drought Mitigation
Dryland ecosystems (e.g. savanna) 
exhibit 'pulse-reserve' dynamics, that 
is, intense seasonality in biomass 
production in response to infrequent 
rainfall events. Where rainfall is low 
and erratic, native vegetation survives 
either by avoiding or by tolerating 
drought. The dominant plant life 
forms (therophytes) manage to avoid 
drought by passing the dry period as 
dormant seeds; others (geophytes) 
die-back above ground and persist by 
means of underground storage 
organs. Plants adapted to tolerate 
drought (xerophytic shrubs and stem 
succulents) remain apparent through­ 
out the year but provide little food or 
fodder useful to human populations. 
It is the pulses in primary productiv­ 
ity that, by providing such resources 
for livestock and humans, dictate the 
population size of consumers that 
can be supported. Rain-fed farming 
systems must also operate within the 
constraints of a short active growth 
period for annual crop production, 
and a long period when the system is 
dormant.
The critical property of dryland plant 
communities is thus the extent to which 
they can survive prolonged periods of 
drought and recover during the rains. 
Although dryland systems are adapted to 
survive the temporal variations in climate, 
disturbance results in yield reductions 
and changes in species composition, 
especially an increase in the proportion 
of woody shrubs and unpalatable species. 
Arid zone systems, in particular, have a 
high degree of resilience, i.e. capacity to 
recover to equilibrium conditions, but, 
once the bounds delimiting any system's 
stable equilibrium point are crossed, a 
radical change in community structure 
will occur with one set of dominant spe­ 
cies being replaced by a second, more 
xeric set. This second state will also, 
however, exhibit resilience; so that a 
spontaneous return to the original com­ 
munity structure cannot occur.

If rainfall distribution were to return to 
its former pattern, and the original envi­ 
ronment thus restored, there could be a 
move back to a plant community equival­ 
ent to the initial one; probably not with 
exactly the same species mix, but func­ 
tionally so. The ability to move back will

depend mostly on the time scale over 
which change has taken place, 
whether the original species still exist 
in the soil seed bank of the area or are 
available in adjacent communities, and 
whether changes in the soil structure 
and fertility have occurred.

Where human population pressure 
intensifies land use (e.g. grazing, culti­ 
vation, collection of fuelwood), long- 
term stability will be further 
jeopardised by loss of the dormant 
reserves or consistent removal of the 
above-ground vegetation preventing 
backflow of carbon to the reserves. 
Under such circumstances the system 
may lose the capacity to recover. Eco­ 
logical research aimed at drought miti­ 
gation therefore focuses on determin­ 
ing how much these systems change 
and how much they can change 
before the bounds of the system are 
exceeded.

Work at the Bangor Research Unit is 
aimed at explaining how spatial and 
temporal heterogeneity in the distribu­ 
tion of available soil moisture affects 
the plant species composition and 
production of a savanna system 
through the mechanism of root com­ 
petition for limited water. Different 
intensities of rainfall fill the soil reser­ 
voir to varying depths, and since water 
is not rapidly redistributed, it is 
differentially available to roots placed 
at different levels in the soil. Plants 
with dissimilar timing strategies and 
rooting patterns have adapted to 
exploit this spatial heterogeneity, and 
the dominant species in each site will 
be the one that has the largest com­ 
petitive advantage in the utilisation of 
the store. Increasing our understand­ 
ing of the relationship between biodiv­ 
ersity in this respect and sustainability 
in dryland systems is a prerequisite for 
improving natural resource manage­ 
ment in dryland regions. 
Lloyd Anderson, Bangor Research Unit, 
Institute of Terrestrial Ecology, Bangor, 
Gwynedd, LL57 2UP. Tel (0248) 370045, 
Fax. (0248) 355365. Publications: Anderson, 
L.S. (1992)'Maintenance & preservation of 
dryland ecosystems'. Spectrum (British 
Science News), 232, 8-10. Anderson, L.S. & 
Sinclair, F.L. (1993) 'Ecological interactions 
in agroforestry systems'. Agroforestry 
Abstracts, 6, 57-91, and Forestry Abstracts, 
54, 489-523.

Box C : Economic 
Modelling and Drought in 
Zimbabwe
The impact of drought on economic activity is 
investigated by Davies et al (1993). They 
construct a model in the Taylor tradition of 
flexprice-fixprice, applied general equilibrium 
models, adapted for a small dependent econ­ 
omy and built around a social accounting 
matrix for 1985. It has five sectors: food agri­ 
culture (mainly maize); non-tradeable con­ 
sumer goods; non-tradeable capital goods; 
exportables (including tobacco and cotton); 
and importables. In the food sector, a target 
level food consumption is assumed. If 
production falls below this level then it is 
assumed that food is imported rather than that 
the domestic price of food increases. The 
model does not take account of changes in 
stocks held by the parastatal, the Grain Market- ' 
ing Board. The model assumes quantitative 
rationing of imports given an exogenous trade 
deficit, linking import capacity to capacity 
utilisation in import-dependent manufacturing 
industries, to capture the system of foreign ' 
exchange rationing which has been in place ; 
since the early 1980s. /

This model is used to examine the impact of    
changes in rainfall, devaluation and a change ~ 
in public expenditure patterns. The impact of 
rainfall was analysed by assuming an alter- /• 
native scenario of constant agricultural growth 
over the period 1981/2 to 1987/8. It was found .; 
that agricultural shocks were important for the 
economy, but that when an easing of import .; 
compressions coincided with a period of 
poorer rainfall, the impact of the two events  '; 
offset each other, as, for example, in 1984. ;

This quite simple model provides some use- ; 
ful results in analysing the impact of drought.  ; 
However, insofar as non-food agricultural 
products such as cotton and tobacco are not 
taken into account in the model, it does not 
fully capture the impact of drought on the ; 
Zimbabwe economy (Benson et al 1993).    ; 
Larger and more costly models would be ,'i 
required for analysing the impact of the V 
drought fully through the economy. ;; 
Benson, C. et al. (1993) See Box A, Davies, R., Ratts, ; 
J. and Ragnar, T. (1993) The Macroeconomics of 
Zimbabwe in the Eighties - A GCE-Model Approach'. ; 
Harare, Oslo and Trondheim: University of '; 
Zimbabwe, University of Oslo and University of : ; 
Trondheim, June. Contact: Rob Davies, Department 
of Economics, University of Zimbabwe, P.O. Box 
M.P 167, Mount Pleasant, Harare, Zimbabwe. Tel. J 
+263 (04) 303211. Fax. +263 (04) 333407/335249, 1
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DEVELOPMENT RESEARCH

Europe and development policy after 
Maastricht
EC policies towards developing countries are changing rapidly. Since the 
speed and precise direction of change are uncertain the process should be 
kept under scrutiny.
The Maastricht Treaty is one source of change. It has replaced the rickety framework 
of legal text and administrative interpretation that has underpinned the evolution of 
the Community's complex policies over the past three decades. At the same time, 
existing policies are being eroded by trade liberalisation and changing patterns of 
politico-economic relations which elevate Eastern Europe and the Mediterranean and 
relegate sub-Saharan Africa in European self-interest.

'Complementarity' not subsidiarity
The Maastricht Treaty will affect the policy 
framework for developing countries in 
two ways. First, it may result in a 
redistribution of responsibilities between 
the Community institutions and the 
Member States. Nothing is certain: neither 
that there will be a redistribution nor, if 
there is, its shape. At a minimum, Articles 
130 u-y of the new Treaty simply provide 
a clear legal framework for development 
co-operation. But in providing this new 
basis Maastricht also opens up the 
possibility that the Member States may 
choose to extend the areas in which they 
pool their authority.

No major transfer of responsibility looks 
likely in the short term, as Jean Bossuyt 
points out. The British Government is 
firmly of the view that the principle of 
subsidiarity does not apply to 
development co-operation, i.e. there are 
no areas in which the Community 
institutions have, or should have, sole 
responsibility. Rather the code word is 
complementarity, i.e. Western Europe has 
thirteen overlapping development co­ 
operation policies. But a recent House of 
Lords Report has concluded that 
'complementarity is a myth'.

While the formal transfer of responsibil­ 
ity from national to Community level may 
be slow, however, there are other ways in 
which the balance of power may alter. 
The power of the purse is one which 
affects the UK in particular. Community 
aid programmes have been absorbing an 
increasing share of British aid, up from 
18% in 1980 to 23% in 1991/92 (compared 
to an average for all Member States of 
17%). The principal reason for this is that 
total UK aid has grown more slowly than 
the Community average. The other EC 
Member States have been more able to 
accommodate growth in the Community 
programme than has the UK.

This process is likely to accelerate. At its 
Edinburgh Summit, the EC Council agreed 
to permit the maximum level of external 
spending to increase in real terms up to 
1999 by some 61% over 1992 levels. The 
precise implications are still uncertain, but 
on current UK spending plans it is 
extremely likely that the Community will 
absorb an increasing share of British aid, 
with the bilateral programme taking the 
strain. Both the House of Commons 
Foreign Affairs Committee and the House 
of Lords European Communities 
Committee have expressed concern.

Eastern Europe
Besides aid for developing countries,   
assistance to the former Soviet bloc is the 
main call on EC external spending: will 
the latter take precedence over the 
former? Many believe that 'aid and trade 
diversion to Eastern Europe is a reality'. In 
trade, developing countries may in fact be 
best served by a substantial EC 
liberalisation towards Eastern Europe than 
by niggardly concessions. The former, as 
Jim Rollo and Alasdair Smith emphasise, 
could result in dynamic gains for Eastern 
Europe and the EC, to the benefit of all. 
The latter, which will simply increase the 
number of States able to sell into a 
heavily regulated market, will dilute 
narrowly-drawn developing country 
preferences. Unfortunately, Rollo and 
Smith conclude that the EC's market 
opening to Eastern Europe is more 
apparent than real. The EC is offering 
restricted access on a similar list of 
products to those on which developing 
countries receive preferences.

The Impact on non-aid policies
While EC trade policy decisions are at 
least subject to some scrutiny by 
developing countries and others in the 
Continued on page 4.

European development 
cooperation in the post- 
Maastricht era
In the Treaty of Maastricht, general 
objectives for EC development sspg 
cooperation have been formulated^;: 
for the first time. As stated in ; 
Articles 130u-y, these are to further,;: 
sustai nable economic and social ; 
development, particularly in the ;; 
poorest countries; to foster the 
campaign against povt 
integrate developing ctu  _~^ ^i^> 
the world economy; and to 
contribute ^~ " *---: pursuit of 
democrat uman rights. 

;>3|je cenlix ; ,Cs formal 
lipvelopm. .,,,... ., :,ic Lome 
Convention, a comprehensive, contrac­ 
tual agreement of 'partnership' between 
the EC and ACP (African, Caribbean 
^rid Pacific) countries, covering both 

jp(|;jaii8;trade. The current Convention 
i'(Lome TV) has been signed for 10 years i 
(1990-2000), although the Financial 

:J>fotocol attached to it, referring to 
ifgsources in the European Develop- 
irnent Fund (EOF), runs for only five 

: ;':(1990-1995). The EDF is clue for 
replenishment beyond 1995 after a mid- 
tenn review of the Convention.

Without making any changes to the 
Convention itself, the terms of EDF 
replenishment, post Maastricht, and 
Continued on page 3.
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Contingent protectionism: EC trade with Eastern Europe
Despite a commitment to open trade 
with Eastern Europe, with the 
objective of reaching industrial free 
trade in 2002, the EC has offered only 
a limited liberalisation of protection 
against imports of a core set of 
'sensitive' product categories 
(agricultural products, textiles and 
clothing and footwear, steel and 
chemicals products). It has reserved to 
itself the right to reintroduce 
restrictions on market access for 
Eastern European producers, should 
circumstances warrant it: 'contingent 
protection', as it is called.

Agriculture is now and will remain 
heavily protected. It is likely that non-tariff 
barriers with nominal protection levels of 
around 100% will remain in place against 
East European producers, even in 2002. 
For textiles and apparel, footwear and iron 
and steel, contingent protection is likely to 
have as significant, if less visible, effects. 
Despite the rundown in explicit protection 
promised by the Europe Agreements, the 
effective cartelisation of the European 
market will maintain EC prices and 
producers will act in concert to keep out 
imports, as recent safeguards (August 
1992) and anti-dumping actions 
(November 1992) demonstrate. Chemical 
products are also likely to be subject to 
anti-dumping actions if past EC behaviour 
is any guide. Past anti-dumping duties 
against Eastern European of chemicals 
have been estimated to be equivalent to 
average tariffs of 16%.

These sectors are certainly important to 
the EC economies. Agriculture accounts for 
just over 6% of value added in the four 
largest EC economies (Germany, France, 
Italy and the UK) and 10% in the rest of 
the EC. Iron and steel, textiles and clothing

and footwear, and chemicals account for 
not less than 5% of GDP (except in Greece 
and Denmark). Employment shares are 
similar to or greater than value added 
shares.

Yet the product categories named do 
not warrant the label 'sensitive' in the most 
pertinent sense. Even on the most extreme 
scenario for the increase of exports from 
Eastern Europe to the EC, the effects on 
the EC would be well within the range of 
normal experience of economic change. 
The import penetration ratio of products 
from Eastern Europe is for almost all prod­ 
ucts less than 1% of EC output, so import 
flows could be multiplied several-fold 
without major ill-effects on EC producers.

Even if protectionist measures are not 
imposed at the behest of EC producers in 
the event of increased imports from 
Eastern Europe, the threat of contingent 
protection will be damaging. Eastern 
European producers are fully entitled on 
the basis of past experience to assume that 
absence of overt protection is no guaran­ 
tee of market access: investment in 
production capacity in Eastern Europe will 
be inhibited.

Not only will this prevent increases in 
output and income in Eastern Europe, it 
will prevent the realisation of a net welfare 
gain to the EC itself. In each sector there 
would be a gain to consumers and 
taxpayers (through reductions in prices 
and producer subsidies) which would 
outweigh the loss of producer surplus. 
Assuming an increase in Eastern European 
manufacturing exports by a factor of four 
over a ten year period and a doubling of 
agricultural exports, the net welfare gain is 
largest in agriculture, amounting to at least 
1.5% of total EC consumption (even after 
compensating farmers for their losses). In

manufacturing, the effect would be small- 
but positive in each product category. 
These estimates do not include any 
increase in EC producers' surplus from 
increased sales to Eastern Europe. It is 
inconceivable that trade could grow in 
only one direction, so that these figures 
clearly underestimate the total EC welfare 
gain.

To the Eastern European economies, the 
opportunity to increase exports of these 
products would be exceptionally valuable. 
They represent a much higher share of 
total value added in their economies than 
they do in the EC. They represented over 
a third of value-added and employment in 
manufacturing and over 40% of manufac­ 
turing output in 1989. The collapse of the 
USSR and disappearance of GDR trade 
have made the EC by far the main destina­ 
tion for exports. But since 1989, exports of 
sensitive products to the EC from Bulgaria, 
CSFR and Hungary have grown more slo­ 
wly than total exports and at about the 
same rate in Poland. It has been suggested 
that this is due to the uncompetitive cost 
structure of production in these sectors in 
East Europe; but this is not convincing. 
The imposition by the EC of trade 
restrictions through anti-dumping and 
other measures is the most likely cause, 
whether by actual refusal of imports or by 
deterrence of investment in production 
capacity.
James Rollo, Royal Institute of International 
Affairs, Chatham House, St James' Square, Lon­ 
don SW1Y 4LE, Tel. 071 957 5700, Fax. 071 957 
5710 and Alasdair Smith, School of European 
Studies, University of Sussex, Palmer, Brighton, 
BN1 9QN, Tel. (0273) 678008, Fax. (0273) 
623246. Publications: J. Rollo and A. Smith, 
1993, 'The political economy of Eastern Euro­ 
pean trade with the European Community: why 
so sensitive?', in Economic Policy, Vol 16, April.

EC Beef surpluses
Each year around ten per cent more 
beef is produced than is consumed in 
the EC and there is now an un­ 
precedented stock of 1.2 million 
tonnes. Because of the high costs of 
storage surpluses are sold outside the 
community with the help of large 
subsidies. These surpluses have a pro­ 
found impact on local economies and 
agriculture, particularly in west Africa. 
In the dry lands on the Southern fringes of 
the Sahara desert, fragile soils and uncertain 
rainfall mean that people cannot rely on 
cropping. Instead, millions of people in 
Mali, Niger and Burkina Faso rely on 
extensive livestock production to provide 
for their economic needs. Traditionally they 
have sold their animals to the wealthier 
coastal countries like Cote d'lvoire, Ghana, 
Togo and Benin.

However, since the mid-1990s large quan­ 
tities of heavily subsidised European beef 
have been arriving in the region. This cheap 
EC beef (subsidised to the tune of two 
ECUs per kilo) is up to two-thirds cheaper 
than locally-produced beef and thus

destroys the market for African farmers. 
Since 1984 the EC has spent more than 400 
million ECUs in export subsidies to dispose 
of beef in west Africa. This is paid for by 
tax-payers in Europe.

These EC policies not only undermine the 
efforts of millions in the region to survive, 
they also undermine the aid policies of the 
EC and its member states, which spend 
considerable sums on livestock support and 
other aid to west Africa. Hundreds of mil­ 
lions of ECUs from the European Develop­ 
ment Fund have been spent supporting 
beef production in west Africa. Almost all 
west African countries have received such 
support, ranging from refrigerated abattoirs 
in Ouagadougou and Bamako and improve­ 
ment of cattle breeds in Mali, Gambia and 
Sengal to fattening units and disease control 
in Cote d'lvoire and Ghana.

Cattle production is one of the only pote­ 
ntially viable sources of income for millions 
of people in west Africa. The EC should not 
solve its agricultural problems by creating 
problems for poorer countries and peoples. 
It should instead aim for consistency 
between its development, agricultural and 
trade policies. There are, of course, local

impediments to beef production and trade 
in west Africa, but if the EC continue to 
dump surpluses in the region then beef 
producers have little chance of a better 
future.

The amounts of beef involved are large 
for West Africa but are a tiny portion - less 
than a half of one per cent - of total EC 
production. The trade could be stopped 
with little or no impact on EC farmers, with 
big savings for EC budgets, and with 
enormous benefits for the people of the 
Sahel.

After intensive lobbying by Christian Aid 
and other organisations the EC has accepted 
that there is a problem. In June 1993 it 
reduced export subsidies on beef to west 
Africa by 15 per cent. This was a move in 
the right direction and showed that the 
Brussels bureaucracy is not impermeable. 
However, the reduction is not enough to 
restore the market for west African 
producers.

Peter Madden, Christian Aid, PO Box 100, 35-41 
Lower Marsh, London SE1 7RT, Fax. (071) 620 
0719, Tel. (071) 620 4444. Publications: 'Brussels 
Beef Carve-up', available from Christian Aid.



CAP reform and developing country interests
The EC's Common Agricultural Policy 
has a significant impact on developing 
countries. Guaranteed intervention 
prices allied to import controls have 
greatly increased European self- 
sufficiency in agriculture, so that 
considerable export surpluses have 
emerged hi most sectors. Surpluses are 
transmitted onto world markets, 
normally with the help of substantial 
export subsidies. 
These subsidised exports deprive 
developing countries of foreign exchange 
by reducing their market shares and 
depressing world prices. They also 
undermine Third World food systems by 
flooding local food markets with heavily 
subsidised EC surpluses. This depresses 
prices, reduces the household incomes of 
staple food producers and discourages 
investment in agriculture.

Driven by budgetary pressures and the 
need to accommodate a GATT Uruguay 
Round agreement, the EC is currently 
reforming the CAP. A major package of 
reforms covering cereals, beef and butter 
was agreed in May 1992 and more reforms 
are in prospect.

Yet there is no guarantee that reforms 
will be in the interest of the Third World. 
On the contrary, the desire to minimise 
change in the current balance of benefit 
for the EC interest groups affected by the 
CAP means that, if European policy-

makers are forced to take difficult 
decisions, there will be a tendency for the 
burden of adjustment to be transferred 
whenever possible onto Third World 
countries, because they cannot retaliate 
effectively.

Policy-makers in the EC are often 
unaware of the effects of the CAP and 
implications of its reform for the world's 
poorest countries and food producers. 
Within the European Commission there is 
no coordination of policy between the 
Directorate General for Agriculture (DGVI) 
and that for Development (DGVIII). As 
public concern over the chronic food 
insecurity of sub-Saharan Africa has 
mounted in recent years, non­ 
governmental organisations have been 
faced with increasing demands for 
information on food policy issues - 
including the interlinkage between the 
CAP and food systems in developing 
countries.

The Catholic Institute for International 
Relations is therefore implementing a 
three-year information and advocacy 
project on the trade and food security 
effects of the CAP. The project aims to 
update and generate information on the 
effects of EC production and export 
subsidisation policies in three sectors of 
special interest to Third World countries: 
cereals, oilseeds and animal feedstuffs, and 
sugar. It aims to raise the awareness of

policy makers and the public of the 
relationship between the CAP and food 
security problems in the Third World. 

Case studies are being carried out in 
collaboration with Third World partners 
(NGOs, academics) in a selected group of 
developing countries that have different 
trading arrangements in the agricultural 
sector: Brazil, Burkina Faso, Guyana, 
Jamaica, Philippines, Zimbabwe. The case 
studies examine how the CAP affects 
foreign exchange earnings and the 
household incomes of peasant farmers 
involved in producing for export markets 
and, in the case of food deficit countries in 
sub-Saharan Africa, the effects of EC cereal 
exports on local prices and investment in 
agriculture.

The case study approach has been 
adopted in order to strengthen the 
information base and research capacity of 
the Southern partners, by providing them 
with information on the EC market and 
changing EC policies and to make the 
relationship between the CAP and food 
security problems in developing countries 
more accessible to target groups in 
Europe.
Jenny Pryke, Development Desk Officer, CIIR 
(Catholic Institute for International Relations), 
Unit 3, Canonbury Yard, 190a New North Road, 
Islington, London, Nl 7BJ. Tel. (071) 354 0883, 
Fax. (071) 359 0017.
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pressures to contain its level, may make 
for substantial modifications to Lome in 
practice. Lome's dismal record of 
development assistance makes it ripe for 
reappraisal. Most ACP countries still seem 
trapped in adjustment, debt and poverty. 
Some argue that whilst Lome may provide 
ACP countries with some .'  '-  -=n, 
it underpins a system of cr «•• i: ; nch 
has prevented genuine development. 
Others argue that the problems have lain 
in implementing the partnership principle, 
but that this is increasingly valuable as 
more ACP countries move towards 
democracy. The micl-term review may 
attempt to accommodate both criticisms by 
focusing on a review of implementation 
mechanisms for Lome, to bring the 
convention more into line with the newly 
formulated objectives of development 
cooperation. The period of 'aid with no 
strings attached', and honouring of 
individual ACP countries' aid 'entitlements' 
seems to be over. Instead, those countries 
that reform or use their funds properly, 
improving transparency and accountability, 
will be rewarded with some kind of 
'performance premium' and there will be 
strengthened conditionalities on human 
rights and democracy. There will also be 
increased access to Lome funds for non- 
state bodies (NGOs) through more 
'decentralised cooperation'. 

This agenda, which excludes any
of the weak 

ACP countries. It puts in

question the EC's commitment to 
integrating ACP countries into the world 
economy. The extension of GATT erodes 
their trade preferences, yet no 
compensation is suggested; and although 
support for the private sector, which is 
high on the agenda, might promote 
exports, little can be expected from this in 
the absence of structural measures on 
debt, commodity prices and European 
market protectionism.

Maas(rJ^l}t : : may also lead to changes in 
the Qi|i|pp|liQn of European aid. 
According to the Treaty, the EC and 
Member States 'share competence' in the 
field of development cooperation and their 
efforts must 'complement' each other. But 
there is no agreement yet on what 
'complementarity' means.

The Commission's policy document 
Development Coore?s*'~n Policy in 
the run-up to 200 cd that 
Member States' development assistance 
should be gradually aligned and dovetailed 
in a move towards a single development 
policy. The EC Council soon reined in this 
idea, proposing instead greater 
coordination between the EC and Member 
States at policy, operations and country 
level. But coordination has been on the 
agertda for decades and progress has been 
minimaiitln *he field, all donors want to do 
the ccordlnating, none wants to be 
coordinated; competition is the rule, Even 
within the Commission, the different aid 
instruments are not coordinated and the

the different departments :

involved.
Another possibility is the idea of a 

task division between the EC and Membet 
States. Certain areas or functions of 
development cooperation might be 
reserved to the EC, whilst others would 
rest elsewhere (with Member States, Ulfrt:; 
agencies, and NGOs). The EC, as a suprJ-;' 
national body, could appropriately focus : 
on a number of core tasks in line with its ; 
own nature and capacities in such areas as 
trade promotion, commodity price  : % '  ] 
regulation, coordination of policy dial0fjjij 
and conditionalities, and promotion of 
regional integration. In some areas it mighi 
withdraw altogether (e.g. project 
implementation, for which the EC is poorly 
equipped). In any event, developing 
countries must - as prospective clients - 
participate in the search for a new task 
division. ••

\i task division is adopted on a functional 
basis, it will add to the pressures for the 
eventual phasing out of Lome in favour of"••_ 
a global EC development policy towards i 
all developing regions. No attempt to 
change the Commission's mandate, 
however, makes sense as long as the 
present institutional chaos in Brussels 5 
remains unresolved = 
Jean Bossuyt, Europ. " 
Developrnent Policy : ~ *' 
Vrouweplein 21, 621 
NC -'.,-*;-: :'. Tel. (3D 'n •

atton: Back r 
'"uropean ut-v y 

'laastridM', a



Political conditionality in the European community
Political conditionality first appeared 
on the policy agenda pf the bilateral 
aid donors in the late 1980s, and is 
now widely practised. It involves 
making the provision of aid condi­ 
tional on the observance of 'good 
government', which is variously 
defined to include democracy, open 
and accountable government, or 
respect for human rights. 
The European Commission was among 
the first to take action on this new policy. 
The EC has suspended aid in the cases of 
Haiti, Sudan and Zaire, and played an 
influential role in donor decisions to 
suspend aid to Kenya and Malawi. 

Bilateral aid donors have reduced, 
suspended or terminated aid to particular 
countries to force the pace of political 
reform and to punish governments for 
gross and persistent abuse of human 
rights, but they have acted in an 
inconsistent and sometimes contradictory 
manner in implementing political 
conditionality. One reason is that they are 
forced to adapt to geo-political realities 
and accommodate the multiple goals of 
foreign policy. The other reason is the 
variety of definitions of 'good govern­ 
ment' which they adopt. The credibility of 
the whole idea of linking aid to 'good 
government' is therefore at risk.

Given these problems there are three 
strategic considerations that should be

borne in mind in making political 
conditionality effective: (i) it is being 
added on to economic and, to an increas­ 
ing degree, environmental conditionality. 
Increasing complexity of conditions will 
lead to misunderstanding, resentment and 
monitoring problems on all sides; (ii) 
donors are taking on very sensitive issues, 
invoking concerns both about sovereignty 
and about cultural imperialism; (iii) it is 
difficult for donors to effectively monitor 
and police economic conditionality. Con­ 
ditions need to be as simple as possible, 
uniform between donors and 
commanding as wide an international 
acceptance as possible; and political 
conditions should lend themselves to 
straightforward monitoring.

Donors and recipients should aim to 
agree on a set of broad principles for 
political conditionality that meet these cri­ 
teria. It would probably centre on human 
rights, with the emphasis in the first 
instance on political and civic rights. 
Socio-economic rights should be conside­ 
red, but their inclusion may not command 
wide agreement, and there would be 
problems of securing effective compli­ 
ance. An insistence on political and civic 
rights would perhaps be the most 
effective route to the goal of spreading 
genuine democracy: once citizens have 
the freedom to meet and to criticise gov­ 
ernment, the degree of accountability of

governments to citizens will tend to 
expand.

A great virtue of this approach is that 
there are already a large number of 
organisations based in donor countries 
monitoring human rights world-wide. The 
monitoring would therefore come cheaply 
and effectively. Relatedly, the substantial 
human rights lobby that exists in the 
donor nations would become more posi­ 
tively identified with the aid programme. 
The Vienna Conference on Human Rights 
has affirmed the principle of universality 
of human rights which strengthens the 
legitimacy of this course of action.

The EC is the right body to take the lead 
in beginning the process of dialogue that 
will lead to the evolution of a 'world 
standard' of human rights observance for 
purposes of aid allocation. For the EC 
itself represents a wide variety of political 
traditions, and is well placed to forge the 
compromises and consensus that are 
needed.

Mick Moore and Mark Robinson, Institute of 
Development Studies at the University of 
Sussex, Palmer, Brighton, BN1 9RE. Tel. (0273) 
606261, Fax. (0273) 621202. Publications: M. 
Moore (ed.) (1993), 'Aid, Good Government, 
IDS Bulletin, Vol 24, No 1; M. Robinson (1993), 
'Democracy and Political Conditionality in sub- 
Saharan Africa', European Journal of 
Development Research, Vol 4, No 3.
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GATT, the same is not true of actions 
which the EC claims to be wholly internal, 
such as the Single European Market. But 
the Maastricht Treaty may change this.

The Treaty includes a formal require­ 
ment on the EC to take account of the 
impact on developing countries of all of 
its policies, not just those formally 
described as 'development co-operation'. 
As Jenny Pryke points out, for example, 
the Common Agricultural Policy (CAP) is 
often implemented without any concern 
for the impact on developing countries, 
unsurprisingly since no institutional mec­ 
hanism exists for taking full account of 
developing countries' interests.

Peter Madden describes the disturbing 
case of EC beef dumped in Africa. In 1991 
four countries of sub-Saharan Africa 
absorbed over one quarter of EC exports 
of fresh or chilled boneless bovine meat.

Accountability - a two-way street
There is also change within the Comm­ 
unity's aid programmes which may have 
wider implications in terms of political 
accountability. Aid comes in two main 
packages: the quinquennial European 
Development Fund of the Lome Conven­ 
tion and the annual EC budget which 
funds food aid plus financial aid, primar­ 
ily to countries outside Lome.

After years as the poor relation, the EC's 
financial aid drawn from the Community 
budget has begun to increase, more than 
doubling between 1984 and 1990 (in 
terms of current value disbursements). 
This rate of increase is set to change gear 
following the Edinburgh Council decision.

The EC's desire to link aid to issues of 
governance and accountability, assessed 
by Mark Robinson and Mick Moore, has a 
curious European backdrop. There has 
been an anomalous difference between 
the high level of formal democratic con­

trol of the Lome Convention between the 
EC and ACP, and the 'democratic deficit' 
within the EC.

Once each Convention has been negoti­ 
ated both the Member States and the 
European Parliament lose any significant 
formal control over its implementation 
and interpretation, which rests with the 
Commission. By contrast, budgetary aid, 
now set to rise, is subject to much 
stronger Member State and European 
Parliament control than is the Lome pro­ 
gramme. The coming together of national 
and Community actions foreshadowed in 
Maastricht, therefore, may involve mov­ 
ement in both directions, with the Com­ 
munity programme also becoming subject 
to greater control by the electorate either 
directly (via the European Parliament) or 
indirectly (via national governments). 
Christopher Stevens, Institute of 
Development Studies at the University 
of Sussex, Palmer, Brighton, Sussex.
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DEVELOPMENT RESEARCH

for policymakers

Basic education strategies for the 1990s
It is ironic that just as research has more clearly defined the issues and the 
potential solutions in the provision of basic formal education, economic 
recession, lack of resources and declining political commitment are 
hampering progress in developing countries.
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At present, over 50% of 6-11 year olds in 
twenty developing countries are not 
enrolled in school. 130 million children 
worldwide, more than 60% of them girls, 
have never had the opportunity of 

^schooling. This figure is twice as high as 
in 1970. And repetition and drop out 
-fates are still unacceptably high.

The two central issues facing education 
policy makers are how to finance the 
expansion of basic education and how 
to improve the quality of what takes 
place in the formal sector institutions. 
Hinchliffe argues strongly that education 
must be financed from general taxation 
(although this view is not universal). 
Governments have to assess realistically 
all the options open to them, without 
undue optimism concerning other 
sources of funds.

Colclough and Lewin investigate the 
reasons why children are not enrolled in 
school and raise a number of cost- 
effective policy reforms. Even so, they 
assert that for 'education for all' (EFA) - 
the title of the 1990 Jomtien World 
Conference on education - to be possible, 
additional external aid of at least $2.5 
billion per annum will still be required, 
much of it destined for countries in sub- 
Saharan Africa, which are among those 
with the worst record to date.

However extra funding is generated, 
the impact of increased expenditure  will 
depend on the quality of management of 
education. Stephens pinpoints the 
importance of the headteacher's role, and 
of a 'process' orientation in the 
management of change. The failures of 
Operation Blackboard in India analysed 
by Dyer highlight the problems that arise 
when lines of communication within the 
hierarchy break down and when those 
involved in implementing education 
innovations are not consulted from the 
beginning. Without this, there is no sense 
of 'ownership' or of responsibility for the 
success of the innovation.

Correspondingly, much of the current 
thinking about educational administration

is that power and decision making should 
be devolved as far as possible from the 
centre. Raising the quality of teachers 
through improved teacher training and 
accountability are avenues for 
improvement. NGOs can be effective 
here, as ActionAid's involvement in the 
Mubende (Uganda) project and SCIAF's 
work in El Salvador reveal.

The growing, albeit belated, recognition 
that local people should be involved in 
the analysis and solution of their own 
problems has led to a shift in emphasis of 
aid agencies. Much of King's recent work 
has analysed the changed thinking in 
agencies following Jomtien but here he 
focuses on the need for internal changes 
in development agencies to improve their 
accountability to their own, two-part 
constituency: developed country tax 
payers as well as aid recipients.

Two other aspects of the agenda for the 
1990s are the crucial need to improve 
access to formal education for girls and 
to raise levels of awareness about 
science, technology and the environment. 
Interestingly, research indicates that both 
areas suffer from cultural obstacles. Brock 
and Cammish report that initiatives 
linking healthcare, transportation and 
safety to educational provision and 
mobilising the support of the local 
community have been quite successful in 
increasing girls' enrolment and retention 
in school. Lewin reveals the scale of the 
problem of raising interest in scientific 
and technical careers in developing 
countries (even the least resource con­ 
strained), and is also able to point to 
effective measures to tackle it. We need 
to look ahead in this way. The challenges 
to education systems in developing 
countries will not cease even  when EFA 
is achieved.

Keith Watson, Department of 
Education Studies and Management, 
University of Reading, Bulmershe 
Court, University of Reading, 
RG6 1HY.

Schooling for all: how ' 
and when can it be ; 
achieved?
Access to good quality primary 
schooling is of central importance 
to national development, but it is 
still far from being universally 
available. Furthermore, many 
schools offer an education of very 
poor quality. What resources and 
policy changes would be required, 
nationally and internationally, in 
order for schooling of an acceptable 
quality to be received by all the 
world's children?
The high levels of underenrolment have 
been caused by a complex mix of 
demand and supply-side factors. 
Although school systems have 
expanded rapidly over the past three 
decades, high rates of population 
growth have made the quantitative task 
of 'catching up' more difficult than 
expected. There are some countries in 
which the public commitment to achie­ 
ving universal enrolment appears to be 
low. In others - particularly in West and 
Central Africa - high educational costs 
(arising partly from inherited pay scales, 
partly from the links between salaries 
and teacher qualifications, and partly 
from the budgetary burden imposed by 
the rapid expansion of higher educa­ 
tion) have militated against it. After 
1980, the rate of enrolment growth 
slumped, as recession hit educational 
expendiaires by the state. In Africa real 
education spending, per head of popu­ 
lation, fell by two-thirds over 1980-87 
and enrolments have often declined not 
only in proportionate terms, but also 
absolutely.

Of course, demand-side factors are 
also important. The most important 
continued on page 2.
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Financing basic education
Governments face four main decisions 
in the financing of primary schooling: 
overall levels of revenues and expen­ 
ditures; allocations between and with­ 
in sectors; and the degree of targeting. 
The current trends to move government 
resources out of subsidised production 
activities and to restructure aid flows to 
include guarantees of increased spending 
in specific areas (as in India), are just two 
of the several avenues which can allow 
increased total spending on primary scho­ 
oling. Some governments have indeed 
managed to protect or increase overall 
expenditure on education, even during 
periods of severe economic restraint. Des­ 
pite falling income per head for much of 
the period 1984-89 in Ghana, per capita 
expenditures on education increased by 
40% and education's share of GDP 
increased from 1.3% to 4.0%. While total 
government expenditures in Malaysia were 
11.5 percent lower in 1987 than in 1984, 
allocations to education rose from 15% to 
19% of total expenditure.

There has also been widespread 
increased emphasis on divesting the public 
sector of some activities and encouraging 
the private provision and financing of 
social services. Both give potentially larger 
roles to community and non-government

organisations. Community and non-gov­ 
ernment organisations are tremendously 
varied in their mode of operations, but 
their strength does not lie in mobilising 
continuing amounts of financial resources. 
NGO activities are largely financially sup­ 
ported by national governments. Their 
strength lies in being able to innovate and 
experiment. NGOs may be cost effective, 
but they are not the answer to resource 
mobilisation beyond the margin.

Attempts have also been made to 
mobilise extra resources for basic educa­ 
tion by levying user charges to recover 
some or all of the public expenditures and 
by having individuals purchase services 
directly from the private sector. Arguments 
for general user fees in primary schools 
have been little used recently, possibly 
because of the well documented negative 
impact on enrolments. Charges have been 
more successful when they have been 
linked to specific items, such as textbooks. 
When a small minority of children are put 
in private primary schools, the pupil- 
teacher ratio may be marginally decreased 
in government schools. The resource impl­ 
ications are neutral or negative.

Another way in which resources for basic 
schooling might be increased is through 
the imposition of charges on higher

education and the diversion of the savings. 
Again, experience is not encouraging. In a 
survey of 24 fee and loan schemes the 
average rate of recovery in schemes 
covering only board and lodging was 
around 35%, and in those which also 
covered fees only between 4% and 14%. 
These levels are not negligible, but cer­ 
tainly not high. Neither is it by any means 
certain that savings in one sub-sector will 
be passed on to another.

The lesson of all this is that better educa­ 
tion provision necessarily requires addi­ 
tional public resources. Community groups 
and NGOs can only make a marginal fina­ 
ncial contribution towards the provision of 
primary schooling. Imposing significant 
charges for primary schooling reduces 
take-up. Governments do not always have 
to be the provider, but they do have the 
responsibility to be the financier. Argu­ 
ments of community participation and cost 
recovery cannot be used to allow this 
responsibility to be shed. 
Keith Hinchliffe (University of East Anglla), 
c/o Ford Foundation, 55 Lodi Estate, New Delhi 
110003, India. Tel. (91 11) 3012860. Fax. (91 11) 
4627147. Publication: Mobilising Resources for 
Human Development Programmes: the Roles of 
Government, Non-government Bodies and Indi­ 
viduals, The Commonwealth Secretariat, Pall 
Mall, London SW1Y 5HX.

Continued from page 1, col 3- 
cause of low demand for schooling is 
poverty. In addition, the direct and indirect 
costs of school attendance rose during the 
1980s, just as household incomes fell in 
many parts of the world. On average, pri­ 
vate returns do seem to have remained 
high, but minority castes or tribes, isolated 
populations or those in poorer regions, 
and most particularly women, often have 
reason to expect lower monetary returns 
from schooling than the average. Finally, 
there is a range of powerful economic and 
customary reasons for parents favouring 
the education of sons over that of daugh­ 
ters, which helps to explain why almost 
two-thirds of the children who are not 
enrolled in primary schools are girls.

In spite of these aggregate trends, 
research has shown that, in some countries 
which are poor, and where initial enrol­ 
ment levels are very low, schooling for all 
can be attained over comparatively short 
periods if a determined and imaginative 
approach to policy change is adopted. Sets 
of policies can be identified which hold 
promise of increasing the capacity to 
expand enrolments, whilst at the same 
time giving greatest benefit to the quality 
of schooling. These include reforms to 
save costs, to shift some costs from the 
public to the private sectors, and to 
enhance school quality. Such changes can 
be costed and their effects upon enrol­ 
ments and costs simulated for

individual developing countries.
The costs of providing schooling for all 

(SFA) are very unequally distributed. The 
scale of the problem is worst in sub- 
Saharan Africa and in Pakistan and 
Bangladesh, where primary enrolments 
would have to double by the end of the 
century. Although sub-Saharan Africa con­ 
tained only 11 per cent of all primary enr­ 
olments in developing countries in 1990, it 
accounts for more than 40 per cent of all 
the additional school places required for 
SFA.

The majority of developing countries 
would be able to finance SFA provided 
that real spending on education increased 
at least as fast as their populations over 
the period 1990-2000. But for the 35 coun­ 
tries worst affected, around $20 billion 
(1986 prices) of extra resources would 
need to be found over the decade. Addi­ 
tional aid of around $2.5 billion per year 
(1990 prices) will be needed, about half of 
it for countries in sub-Saharan Africa.

Christopher Colclough, Institute of Develop­ 
ment Studies, University of Sussex, Palmer, 
Brighton BN1 9RE. Tel. (0273) 606261, Fax. 
(0273) 621202. Publication: Christopher 
Colclough with Keith Lewin, Educating All the 
Children: Strategies for Primary Schooling in the 
South, Clarendon Press, Oxford, 1993.

I—

Home-grown education in 
El Salvador
In El Salvador returned refugees have 
set up their own education system in 
the northern areas. The primary 
enrolment rate now stands at an 
exceptionally high 95% in the 
communities involved. 
There are 35 schools in the system, where 
teachers ('maestros populares'), operate on 
shifts so that classroom space is fully 
utilised all day. Some older pupils (13-15 
years) also act as teachers of pre-school 
and primary children. Freire's teaching 
methods are used, focusing on everyday 
life and including people's own experience 
of the civil war. The three tier management 
system mostly comprises teachers but also 
includes local community representatives. 

Pupils' national examination results have 
been as good as or better than those from 
other regions. Negotiations are underway 
for professional in-service training for 
teachers, who wish to achieve certification, 
perhaps as a prelude to incorporation of 
the schools into the state system. Whether 
local control and accountability can still 
then be maintained remains to be seen. 
Oscar Mendoza, Projects Coordinator, Scottish 
Catholic International Aid Fund, 5 Oswald Street, 
Glasgow, Gl 4QR, Tel. (041) 221 4447, Fax. 
(041) 221 2373.
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How to raise the quality of education
There are two key factors in the broad 
array of inter-dependent variables, 
such as school-community relations 
and training of personnel, which 
impact on quality: the management of 
change and reform of the primary 
curriculum.
Research worldwide, in particular in 
Indonesia (on the Cianjur project), indicates 
that success in managing change seems to 
occur when key personnel (e.g. the head- 
teacher) are involved in a support network 
with both vertical (ministry and school) and 
horizontal (school to curriculum centre to 
community) links. Important too is an 
understanding of change as a continuing 
process of improvement with two key 
phases: the primary stage of critique (in 
which options, choices and information are 
assessed) and, the stage of possibility (in 
which 'room for manoeuvre' and the strat­ 
egies for action upon improvement) are 
taken forward. Management is not just a 
matter of directing the education system 
towards desired outcomes but of sustaining a

process of change.
At the heart of curriculum reform lies the 

problem of the existence of two very differ­ 
ent curricula: the official curriculum of the 
centre (reflected in syllabi and textbooks) 
and the actual curriculum of the schools. The 
gap between the two is widening because 
nearly all the major curricula decisions are 
now taken by people working outside the 
classrooms and away from the daily experi­ 
ences of school life. Successful curriculum 
development can only occur when teachers 
and headteachers are directly involved in 
school-based curriculum reform and sup­ 
ported in their efforts by those responsible 
for the management and administration of 
the system. The Model school project in 
Lesotho and the Pahang Tenggara Integrated 
Education project in Malaysia are two good 
examples of this approach.
David Stephens, ICAPE,, University of Sussex, Palmer, 
Brighton, BN1 9RG, Tel. (0273) 606755, Fax. (0273) 
678568. Publication: Hugh Hawes and David 
Stephens, Questions of Quality: Primary Education 
and Devdopment, Longman, London, 1990.

Aid and education: what we need to know
One of the outcomes of the World 
Conference on Education for All 
(WCEFA) in Jomtien was the recogni­ 
tion that agencies 'should examine 
current assistance practices in order to 
find ways of effectively assisting basic 
education programmes'. The Jomtien 
process had the effect of directing a 
number of pressures for accountability 
towards the donor agencies. The orig­ 
inal target of these pressures was, of 
course, to audit the commitment of 
the donor agencies towards the 
Jomtien agenda of expanded adult 
literacy, primary education for all etc. 
But it may be worth broadening. 
1. In this era of better information for 
parents and citizens, there may be reason 
to think about A Charter for Aid. Most 
adults (and many young people) contrib­ 
ute to aid projects via voluntary contribu­ 
tions to non-governmental organisations 
(NGOs) and through their taxes. But, argu­ 
ably, particularly in the case of education, 
citizens in OECD countries can more easily 
find out how their voluntary contributions 
are spent than how official aid is allocated.

2. This is because very few countries 
have regularly been able to provide a 
breakdown of their educational aid by the 
different levels - primary, secondary, adult 
literacy, tertiary etc, and were thus not 
able to report on the most basic statistics 
called for by the Jomtien debate: How 
much educational aid is being allocated to 
primary education, or to the expansion of 
adult literacy? However, Sweden was able 
to say that it allocated 53% of its educa­ 
tional aid to basic education, and the 
World Bank in 1992 claimed that 38% of 
its educational aid was committed in this

way, but these were the exceptions. Some 
bilaterals, eg. Switzerland and the USA, 
have changed their statistical procedures 
since Jomtien and will be able more accu­ 
rately to report on aid to education by 
level in future, but others have yet to 
follow this lead.

3. One reason for the difficulty is that a 
very major element in educational aid 
budgets has been technical cooperation or 
technical assistance. Much education aid, 
in other words, was made up of the move­ 
ment of 'experts' from North to South, and 
of 'trainees and students' from South to 
North. This 'people dimension' of educa­ 
tional aid is particularly evident in the case 
of Britain, France and Japan. Technical 
cooperation data is usually unallocable by 
education level. Conversely from an 'Aid 
Charter' perspective, it is important to 
know, when aid for a particular education 
level consists largely of technical cooper­ 
ation, what the various components are.

4. An aid charter should not only encour­ 
age greater accountability to the citizens in 
the donor country but should build in 
some form of accountability to the South. 
At a time when the South is the target of 
greater aid conditionality than ever before, 
a concern for the ultimate 'consumer' of 
educational aid would be salutary. It is 
almost certainly the case that the ordinary 
informed citizens in the developing world 
know even less about the education aid 
being received than the little known by 
citizens in the donor country. For both, aid 
is a secret garden. It would profit from a 
large dose of that same transparency that 
is being constantly recommended by the 
North to Southern governments. 
Kenneth King, Director, Centre of African

Operation Blackboard 
in Gujarat, India
The 1986 National Policy on 
Education in India aimed for 
qualitative improvement in 
elementary education, the 
increased retention of children in ;';% 
schools and a move towards a l» 
child-centred approach to educa- :: 
tion. Operation Blackboard was set 
up to implement it. Its object was 
to upgrade physical facilities in all 
the smallest and least equipped 
Indian primary schools through 
provision of a second teacher, a 
room and a set of teaching- 
learning aids (TLA). 
In Gujarat state there were difficulties 
with all three components: adequate 
funds for school buildings could not be 
found, political interference compli­ 
cated teacher placements, and the TLA 
was purchased by tender and was 
generally of poor quality. Teachers 
received minimal training, if any, and 
while some had mastered the mech­ 
anics of manipulating the TLA, few had 
any understanding of the underlying 
policy aim. Others consigned the kit to 
the cupboards. Administrators made 
decisions which, while logical in the 
context of bureaucratic norms, were 
ineffective in terms of successful or 
timely implementation of the 
programme.

Existing structures proved to be 
incapable of translating into reality the 
policy idea of qualitative improvement 
of elementary education. The system 
that has evolved maintains a very large 
establishment but pays little attention 
to the process of education itself. Edu­ 
cation is used as a tool in centre-State 
relations: the centre struggles to main-  :* 
tain control and national integrity, 
while the State resents this intrusion 
into its preserve. Such hidden political 
agendas are not discussed in the policy 
implementation and education innova­ 
tions literature but they are essential to 
understanding how decisions are made 
which are clearly at variance with what 
research suggests to be good 
innovatory practice. 
Caroline Dyer, Department of Education, 
University of Edinburgh, 10 Buccleuch 
Place, Edinburgh, EH8 9JT, Tel. (031) 650 
4321. Fax. (031) 667 4335. Publication: 
'Networking: a possible approach to 
centre-State policy dialogue in India',

Studies, University of Edinburgh, 10 Buccleuch 
Place, Edinburgh, EH8 9LW, Tel. (031) 650 
4321. Fax. (031) 667 4335. Publication: Kenneth 
King, 'Unpacking Aid to Education', mimeo, 
March 1993; R Carr-Hill and K. King, 'Interna­ 
tional Aid to Basic Education: flows, policies, 
modalities', paper for OECD/DAC meeting on 
Basic Education, Paris, 10-11 June 1992.
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Factors affecting female participation in education
Girls account for two thirds of all 
eligible children who are not in 
primary school. Schooling for girls has 
to be made available and accessible 
and parents have to be able, hi econ­ 
omic terms, to allow their daughters to 
attend. But more importantly, perhaps, 
parents have to be witting for their 
daughters to go to school. 
The direct and the indirect costs of 
schooling, core-periphery imbalance in 
educational provision, the urban-rural dich­ 
otomy, poor transport infrastructure and 
long distances to school all weigh more 
heavily against girls than boys. Aspects of 
health such as poor nutrition and health- 
care, early pregnancy and family size are 
also more significant obstacles for girls. The 
education system itself can militate against 
them (e.g. lack of female teachers, lack of 
single-sex provision, and gender- 
stereotyping in curriculum options.

The biassed idea that 'girls don't really 
need to go to school' is acquired very

early, even by primary school children 
themselves. There is what might be called 
a 'cultural cost' in sending girls to school, 
when it is seen to challenge girls' traditio­ 
nal household roles and early marriage, 
dowry systems and seclusion. Where relig­ 
ion (and law) are concerned, custom and 
tradition, rather than doctrine, operate. 

There has been a wide range of both 
local and internationally sponsored NGO 
initiatives to promote girls' education in 
developing countries. They have included 
school-based health and feeding schemes, 
the improvement of traditional agriculture 
the opening of technical and vocational 
programmes to women, and the combi­ 
nation of income-generation and literacy 
schemes for women with schooling initi­ 
atives for their youngest children. Problems 
of physical accessibility of schooling and 
physical security for both girls and female 
teachers also have to be tackled. Single-sex 
education provision may be appropriate in 
some cases. Scholarship schemes and

curriculum and materials projects to reduce 
gender bias in textbooks have been 
effective. All these measures stand a better 
chance of success if they are part of a 
broad, integrated development programme 
which includes the provision of 
infrastructural support systems, e.g trans­ 
portation and sanitation, and the provision 
and protection of female teachers, especi­ 
ally in rural areas.

Finally, and in many cases crucially, is the 
need to raise male awareness of the impor­ 
tance of education of girls, for themselves 
and for their country and community. 
Mobilising the support of local community 
and religious leaders may be vital. 
Colin Brock, UNECIA Ltd., 4 Claremont Place, 
Sheffield S10 2TB, Tel. (0742) 824112, Fax. 
(0742) 788226, and Nadine Cammish, Univer­ 
sity of Hull, Cottingham Road, Hull, HU6 7RX. 
Tel. (0482) 46311, Fax. (0482) 465406. Publica­ 
tion: Report for the Overseas Development 
Administration, Factors Affecting Female ,- 
Education in Six Developing Countries, 1991.

Strategies for science education and development
For development to be sustainable, science 
and technology competencies are required 
throughout the population. But after more 
than 20 years of investment in science edu­ 
cation many developing countries are still 
experiencing acute shortages of qualified staff 
at both graduate and technician levels and a 
very limited extension of scientific literacy to 
the population as a whole. A cluster of 
problems have emerged in many countries 
in varying degrees. They include: 
Enrolment disparities between boys and 
girls and between urban and rural students; 
Excessive unit costs - teaching costs of 
science and technology may be more than 
double those of other subjects, capital costs 
can be five to ten times greater; 
Declining science enrolments as a pro­ 
portion of the age cohort. Even countries 
without financing problems, e.g. Malaysia, 
have experienced this; 
Unsatisfactory levels of science 
achievement, especially amongst students 
not specialising in science, and very limited 
understanding of science and technology in 
the population as a whole.

Policies which have been effective in 
addressing these problems include:

Drawing up national science and technol­ 
ogy policies to guide priorities in science 
education provision;

Paying more careful attention to the cross- 
cultural adaptation of science and 
technology education;

Enlarging the role of practical work in 
science and technology teaching, with more 
use of teacher demonstrations, low cost 
experimental activities, learning experiences 
based on locally available materials and 
utilisation of workplace learning.

Detailed analysis of the performance 
characteristics of students, to help to identify 
areas of the science curriculum which con­ 
tribute most to the variance in scores 
between different groups and discriminate 
between students on the basis of past 
teaching rather than intellectual capabilities; 
and expanding opportunities for the 
acquisition of science and technology 
knowledge outside the formal education 
system, e.g. by making available low cost 
written materials suitable for those who have 
not completed secondary education. 
Kelfli Lewin, ICAPE, University of Sussex, 
Brighton, BN1 9RG. Tel. (0273) 606755. Fax. 
(0273) 678466. Publications. Lewin K M et al, 
1993, Insights into Science Education: Planning 
and Policy Priorities in Malaysia. International 
Institute for Educational Planning, Paris. Lewin K 
M, 1992, Science Education in Developing Coun­ 
tries; Issues and Perspectives for Planners, Interna­ 
tional Institute for Educational Planning, Paris.

Ross A and Lewin K M, 1992, Science Kits in 
Developing Countries; A Review and Critical 
Analysis, International Institute for Educational 
Planning, Paris.

I Low cost teacher training
J In 1991 over 82% of licensed teachers in 
j Mubende district, northern Uganda, were 
| untrained. The Mubende Integrated 
| Teacher Education Project (MITEP) will 

provide them with in-service teacher 
training using a distance education 
approach. MITEP is jointly run by 
ActionAid and the Ministry of Education. 

MITEP is an interesting example of the 
role that NGOs can play in education. 
Rather than working in isolation in small- 
scale projects, rather than opposing the 
State or even seeking to complement it, 
NGOs can act as a catalyst, prompting 
Ministries to adopt innovative approaches 
to fundamental problems and also enabl­ 
ing them to take part in a pilot project.

The Uganda government now plans to 
scale up the project to the whole North­ 
ern region, using World Bank funding. 
David Archer, Education Policy Analyst, 

j ACTIONAID, Hamlyn House, Macdonald Road, 
! London, N19 5PG. Tel. (071) 281 4101, Fax. 
I (071) 272 0899. ACTIONAID, Uganda, PO Box ; 
j 676, Kampala. Tel & Fax. (256) 41 267738.
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Relief and livelihoods in war zones in Africa
War has made an enormous contribution to developmental failure. 
Relief and reconstruction during civil conflict are taking a growing 
proportion of NGO, bilateral and multilateral funding. Yet the trans­ 
fer of resources and the presence of agencies themselves influence 
the nature and resolution of conflicts. Many operational agencies are 
now realising that they must take stock of their experience, asking 
whether and how their extended programmes in African war zones 
have contributed to the long term welfare of affected populations. 
Whilst wars have different political- an essential administrative tool, as well as 
economic causes, there are wide parallels a way of life for the combatants; corrup-
in the manner in which they damage 
rural livelihoods. Fighting between com­ 
batant forces and attacks on civilians 
usually kill few people, despite their 
great psycho-social impact. More signifi­ 
cant for life and death is the destruction 
of services (especially health) and of 
marketing and transport systems. But the 
main damage is due to the creation of 
extractive war economies and the loss of 
individual rights in the face of combatant 
and administrative machineries. Coercive 
powers generated by the military environ­ 
ment enable the prosecution of the 
conflict at the cost of civilians, as well as 
giving increased opportunities for 
personal abuses of power, including the 
settling of private scores.

In African wars both rebel and govern­ 
ment forces usually forcibly relocate 
civilians into or out of the zones they 
control and into camps or settlements, in 
which they are forced under the patron­ 
age of 'relief. The movement of goods 
and people between the camps and other 
areas is often restricted to generate econ­ 
omic profit and achieve surveillance and 
control. The assets and production of 
these controlled populations are then 
taxed, and their labour commandeered 
for porterage, agricultural production and 
military service; women and children are 
raped and people often taken as virtual 
slaves. A variable proportion of any relief 
aid available is diverted to feed the com­ 
batant force and /or enrich its leaders. 
Meanwhile each force carries out system­ 
atic raiding, combined with 'scorched 
earth' tactics to drive people into refugee 
camps and undermine the military- 
political force that depends on them. 
Abuse of rights and terror tactics become

tion becomes widespread amongst 
soldiers and administrators. These tactics 
lead to pauperisation of the population, 
requiring intensification of extraction; 
which, in turn, enhances popular resis­ 
tance and leads to further coercion and 
livelihood damage.

International aid in such contexts faces 
many challenges and dilemmas. In 
Mozambique, for example, externally 
generated destabilisation led to cata­ 
strophic economic losses (halving GNP); 
military expenditure, though massively 
increased, proved inadequate to protect 
national assets. The international com­ 
munity has been providing about US$500 
a year in relief to the victims of the 
Mozambique war, about twice the level 
of government military expenditure at its 
1986-90 peak. The government forces' 
collapse into a parasitic, tribute-seeking 
force reflected the fact that it was not 
possible for the government to meet 
army logistics or maintain civil service 
salaries. If aid had been given for logis­ 
tical assistance to the military and 
recurrent budget support for government 
salaries, it could have prevented much 
destitution and suffering, provided a 
better foundation for post-war administra­ 
tion, and given better returns than the 
subsequent aid expenditure on relief.

Also in Mozambique, relief distribution 
and, at times, emergency health services 
did directly save hundreds of thousands 
of lives. But the livelihoods of displaced 
people were mainly re-built through the 
indirect contribution made by relief 
efforts to the re-emergence of commerce 
and civil government. Ironically, it was 
the widespread 'diversion' of relief in the 
continued on page 3, col. 3-
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Relief operations and 
the law

The legal framework applicable to 
relief operations is to be found 
principally in international 
humanitarian law, notably the 
Geneva Conventions and 
Protocols. In essence, the rules 
provide that 'relief actions which 
are humanitarian and impartial 
in character and conducted 
without any adverse distinction 
shall be undertaken', but they are 
'subject to the agreement of the 
parties'. The rules applicable in 
non-international conflicts are 
much more rudimentary, owing 
to die implications for state 
sovereignty in acknowledging any 
role for international law in  what 
is seen by the state as entirely an 
internal situation. 
The problems for relief organisations 
in internal conflicts stem from two 
sources - lack of respect for existing 
law and the content of that law. 
States may be ignorant about their 
legal obligations and may be 
unwilling to see relief taken to areas 
where the 'rebels' might benefit. The 
'rebels' share these conceptions and 
may well reject the very idea of 
international legal obligations binding 
on them. Both sides, in defiance of 
international law, may use food 
supplies as a weapon.

Looking at the situation on the 
ground, it is easy to suggest improve­ 
ments, such as a right of transit for 
relief supplies and relief personnel, 
an obligation not to attack or 
interfere with such an operation etc. 
Such provisions are, however, 
already in place. What is needed 
then is improved respect for the law. 
That involves finding ways to put 
continued on page 2, col. 1.
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The enhanced role of NGOs in relief operations
The last 10-15 years have witnessed a 
dramatically enhanced role for 
international and local NGOs in the 
provision of relief assistance. NGOs 
are now a key component within the 
international relief system. In sub- 
Saharan Africa 40 per cent of 
emergency food is channelled through 
NGOs. What factors have contributed 
to this trend and what are its 
implications?
Increased support for NGOs from private 
sources has been important, but of much 
greater significance has been the increased 
use of NGOs as channels for the provision 
of relief assistance by bilateral donor 
organisations. The trend is particularly 
clear in the case of ODA's Emergency Aid 
Department. Whereas from 1977/78 to 
1980/81 less than 0.5 per cent of total 
allocations by the Disaster and Refugee 
Units were channelled through NGOs, 
from 1988/89 to 1991/92 the proportion, 
even within a substantially larger budget, 
was almost 28 per cent (see Figure).

The active encouragement of the NGO 
sector by western governments during the 
1980s increased the number and capacity 
of NGOs operating in many developing 
countries, thereby providing donors with 
an alternative channel to government 
agencies when allocating emergency aid. 
The poor economic performance of many 
developing countries, particularly in Africa, 
during the 1980s, weakened the capacity 
of state structures and the evident flexibil­ 
ity and speed of response of NGOs 
increased their attractiveness.

The numerous conflicts in Africa and Asia 
during the 1980s also contributed to the 
trend. The possibility that relief assistance- 
would be diverted to the military made 
donors reluctant to use government 
agencies in the affected countries. The 
high, often over-riding, priority attached to 
sovereignty by the UN and its member 
states, effectively prevented the involve­ 
ment of UN agencies in those areas con­ 
trolled by 'rebel' movements during the 
1980s. The International Committee of the

ODA EMERGENCY AID DEPARTMENT 
SUMMARY OF DISBURSEMENTS BY AGENCY TYPE
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ODA FINANCIAL YEARS 
Source: Compiled from Emergency Aid Department records
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Red Cross (ICRC), though specially created 
to provide humanitarian assistance in areas 
of conflict, only operates in an area once 
permission has been gained from all 
parties to the conflict and in several impor­ 
tant cases this permission has not been 
forthcoming. In conflict situations therefore 
NGOs are often the only channel capable 
of offering bilateral donor organisations a 
measure of impartiality and accountability. 
The substantial, low profile assistance 
channelled through NGO 'cross-border' 
operations to 'rebel-held' areas of 
Afghanistan, Eritrea, Ethiopia and Sudan 
has been an important factor in the growth 
of resources flowing through NGOs.

The enhanced role of NGOs has import­ 
ant implications for the international relief 
system. Whilst the institutional capacity of 
NGOs is usually strengthened by the flow 
of relief resources, that of government 
relief agencies within the affected 
countries is invariably weakened. The 
potential loss of autonomy associated with 
the increased use of bilateral donor funds, 
and the potential conflict between sustain- 
able development activities and relief

programmes which are invariably 'top- 
down' distributions of largesse, present 
particular problems to many NGOs. For 
donor organisations the issues are essen­ 
tially those of ensuring accountability in 
the use of public funds and, sometimes, 
how to regain the public relations benefits 
that have accrued to their NGO 'partners'. 

The operation of the international relief 
system is undoubtedly complicated by the 
increased number of 'actors', each with 
their own set of institutional perspectives 
and priorities and all subject to competi­ 
tive pressures. The potential for 
duplication of effort and the difficulties of 
ensuring effective coordination have un­ 
doubtedly been increased. However, in 
some situations the very diversity within 
the system increases the likelihood that 
some agencies will be prepared to operate 
in situations that the majority would not. 
For the affected population in such areas 
this diversity could be life-saving. 
John Borton, Relief and Disasters Policy 
Programme, ODI, Regent's College, Regent's 
Park, London, NW1 4NS. Tel. (071) 487 7413. 
Fax. (071) 487 7590.
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pressure on the parties directly and also to 
do so indirectly, through pressure on third 
states. That could be done by a change in 
UN practice. A risk of starvation of civil­ 
ians owing to interference with relief oper­ 
ations should be treated as a threat to 
international peace and security. Relief 
convoys should then be escorted by UN 
forces, without the need for the consent of 
the parties. The parties should be warned 
that the UN forces will be authorised to 
take all necessary steps to protect the relief 
operation. Interference by armed force 
with a recognised relief operation should 
be made into a 'grave breach' of the 
Geneva Conventions. That concept should 
also be made applicable in non-interna­

tional armed conflicts. The effect would be 
to make an alleged violator of the rule 
triable in any jurisdiction

Relief agencies need to make much more 
co-ordinated and effective use of the many 
channels available as part of human rights 
machinery, particularly the reporting 
mechanisms, than they have done so far. 
The creation of Special Rapporteurs on the 
protection of civilians in war and on edu­ 
cation in human rights and humanitarian 
law might be useful.

Pressure on third states requires co-ordin­ 
ated NGO lobbying and the mobilisation 
of public opinion. Governments could be 
stirred into action by pointing out that they 
have an obligation to ensure the respect of 
the Geneva Conventions by third parties,

under the terms of the Conventions, and 
that prevention is certainly cheaper than 
cure. Effective assistance will stem refugee 
flows and the enormous demands on 
resources that they create. 
Francoise Hampson, Department of Law & 
Human Rights Centre, University of Essex, 
Wivenhoe Park, Colchester, CO4 3SQ. Tel. 
(0206) 873333, Fax. (0206) 873428. Publications: 
Hampson, F, 1989, 'War and law in conflicts in 
the Third World', Third World Quarterly, Vol 
11, No 2; 1992, 'Human rights law and interna­ 
tional humanitarian law: two coins or two sides 
of the same coin?', Bulletin of Human Rights, 
United Nations, Voi 91, No. 1; 1992/3, 'Using 
international human rights machinery to pro­ 
mote respect for international humanitarian law', 
International Review of Military Law and Law 
of War, forthcoming.
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War and famine in Ethiopia 1982-5
It is a commonplace that the great 
famine in Ethiopia during 1982-5 was 
caused as much by war as by natural 
adversity. It was the result of specific 
war strategies undertaken by the 
former government against the Tigray- 
an People's Liberation Front (TPLF). 
The most obvious were the huge and 
devastating army counter offensives into the 
TPLF heartland, using up to 80,000 troops 
on each occasion. There were major offen­ 
sives in 1980-1, 1983 and 1985. The 
'seventh offensive' of February-May 1983 
struck into the key grain-producing districts 
of western Tigray; it is from the launch of 
this attack that the onset of the famine can 
be dated, to the week.

However, the general counter-insurgency 
strategies implemented from 1980 onwards 
had an equally profound, though more 
insidious effect. The strategies were:
1. The bombing of marketplaces in rebel- 
held areas. Markets had to be held at night, 
which caused a dramatic down-turn in 
trading activity.
2. Restrictions on the private grain trade. 
The government harassed and detained 
grain traders using pack animals. This pre­ 
vented the movement of surplus grain out 
of Raya (eastern Tigray), northern Gonder, 
and central Wollo in 1983-4.
3. Restrictions on migrant labour. Migrant 
labour was formerly a major source of 
income for poor people in northern 
Ethiopia. Government harassment virtually 
prevented this in the early 1980s. As these

strategies were introduced, widened and in­ 
tensified, the famine began and then 
deepened. Large areas of southern and 
eastern Tigray are chronically in food defi­ 
cit; the fighting and restrictions meant that 
the inhabitants were unable to follow their 
coping strategies to obtain money or food.

Measures one and two destroyed any 
spatial integration in the grain market: har­ 
vests literally rotted in surplus areas, while 
deficit areas had their problems greatly 
exaggerated. The price of grain in Mekele, 
capital of Tigray, shot up in November 
1982, to 165 Ethiopian Birr per 100 kg sack 
  nearly twice what would have been 
expected if transport had been possible 
from nearby surplus-producing areas.

Measure three meant that while farmers in 
coffee producing areas of southern Ethiopia 
and grain surplus areas of Gonder and 
western Tigray suffered labour shortages, 
deficit areas on the eastern escarpment of 
the highlands had large unemployed popu­ 
lations. When the seventh offensive 
destroyed employment opportunities in 
Tigray in March 1983, the labourers who 
had managed to reach the area trekked 
back to relief shelters at Korem and Ibnat. 
They formed the destitute populations who 
were the basis of the first appeals by Oxfam 
and Save the Children Fund. 
Alex de Waal, formerly at Africa Watch, 90 Bor­ 
ough High Street, London, SE1 ILL, Tel (071) 
378 8008. Fax (071) 378 8029. 
Publication: Africa Watch, 1991, Evil Days: 
Thirty Years of War and Famine in Ethiopia.

From war and famine to peace, food and livelihood
The tide of war is ebbing in at least 
parts of SSA, but if emergency pro­ 
grammes are closed down in these 
areas, we may replicate - this time for 
human beings - the pattern of live­ 
stock losses from droughts. In 
Somalia, over half livestock losses 
occurred after drought had broken 
because five simple, well-known 
veterinary drugs  were not available. 
Their supply was somehow viewed 
neither as 'emergency' nor as 
'development' assistance. 
Only by recognising that calamity does not 
cease until livelihoods are restored can 
further loss of human life be averted. The 
means to achieve this are:
1. Reprogramming emergency operations 
to include livelihood rehabilitation.
2. Recognising the need for flexibility in 
the location of support operations. Dislo­ 
cated persons and refugees are usually 
determined to go home as soon as poss­ 
ible. Their food and water needs cannot 
be deferred to fit a critical path project 
timetable or bureaucratic convenience.
3. Acting with utmost speed to articulate 
and implement operations.
4. Keeping costs per household served 
low by minimising 'high level' personnel 
requirements.

5. Identifying and accepting the priorities 
of returning and pauperised, in-place rural 
households which typically include: 
secure land use access; provision of food 
until harvest (9 to 15 months) - there are 
few 'instant crops' and even fewer house­ 
hold food reserves; distribution of clear­ 
ing, building and tilling tools plus seeds 
and basic household kits (e.g. water pails, 
to save time); restoration of small to 
medium rural commercial networks; rapid, 
phased restoration of primary health, 
water and education access; and labour 
intensive, seasonal projects earning cash 
income for households until they have 
crops, livestock or fish to sell.

Unless this kind of approach is adopted 
there will be more deaths and more 
pauperisation, through institutional and 
imagination failure to provide a minimum 
enabling context.
Reginald Herbold Green, Institute of 
Development Studies, University of Sussex, 
Brighton, BN1 9RE. Tel. (0273) 606261, Fax. 
(0273) 621202. Publications: 'Conflict, Food and 
Famine: Reflections on Sub-Saharan Africa' 
(IDS/SCF. Workshop Paper, March 1992); 
'Reconstrucao: The Road from Emergencia to 
Developmento - Livelihoods and 
Macroeconomics' (National Directorate of 
Planning, Discussion Paper, Maputo, 
Mozambique, June 1992).
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later years of the conflict that both enabled 
soldiers and officials to create safe and 
functioning administrations, and provided 
the essential kick-start to the economy. 
Should agencies have been prepared to 
support the state and businesses directly?

The lesson from these experiences is that 
relief agencies cannot presume to a 
humanitarian detachment. They have to 
operate within the processes of the war 
situation. Whilst much can be done by 
protecting people from abuse, this cannot 
on its own be enough.

The various contributions to this issue of 
Development Research Insights elaborate 
and extend different facets of this analysis. 
Borton quantifies the rapid increase in the 
level of involvement of NGOs in relief 
operations. He focuses on UK aid but the 
situation is similar among other donors. It 
seems to reflect the (perhaps misguided) 
emphasis on speedy, accountable delivery 
of relief to civilian victims, rather than to 
addressing, as far as is possible, the prior 
problems which result in the emergence of 
extractive, militaristic structures. Hampson 
describes the legal framework applicable 
to relief operations. She suggests that there 
is greater scope for NGOs, even within 
existing mechanisms, to bring external 
pressure to bear on combatant forces, 
though it remains to be seen whether long 
term benefits will accrue in Africa from 
enforcing international law through 
military intervention. Yet relief agencies 
did make a very real contribution to the 
resolution of the Mozambique conflict, 
though indirectly. De Waal's description of 
the military strategy action of the Ethiopian 
government in 1982-1985 documents how 
the basis of livelihoods can be deliberately 
destroyed by the state. Relief agencies 
need to monitor and respond to such acts 
as the bombing of market places and the 
restriction of trade and population 
movements, by both state and rebel forces.

Meanwhile Green focusses our attention 
on post-war situations, suggesting strat­ 
egies for more effective assistance to the 
reconstruction of livelihoods and basic 
services in the decimated war zones and 
for returning refugees. Buchanan-Smith, 
Davies and Petty and Maxwell describe 
recent thinking on famine early warning 
systems and on the developmental uses of 
food aid for famine prevention. While both 
these aid instruments have undergone 
considerable technical improvement and 
refinement in recent years, difficulties 
remain in their application in conflict 
situations. Their adaptation to conflict 
situations requires careful consideration of 
the political economy of war and its 
impact on livelihoods, and the nature of 
and opportunities for external intervention.

Ken Wilson,
Refugee Studies Programme,
Queen Elizabeth House,
21 St Giles, Oxford OX1 3IA.
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Famine early warning and response: the missing link?
By the early 1990s, famines triggered 
by drought had become quite easy to 
predict - testimony to the success of 
improved famine 'early warning 
systems' (EWS).
EWS now face their biggest challenge in 
zones of conflict. So far, most EWS focus 
on monitoring the effects of conflict on 
food security; the impact is usually 
sudden and the need for rapid response 
even greater than for slow-onset drought- 
induced food crisis. (Early warning of the 
conflict itself is beyond the 'technical' 
domain of most national EWS). The most 
successful examples of EWS set up in 
conflict zones have been in areas of 
prolonged conflict, such as Eritrea and 
Tigray during the 1980s; but their effec­ 
tiveness there was entirely contingent on 
international recognition by western aid 
agencies. There is a case for trying to 
factor political indicators into regular EW 
monitoring, but it is very unclear who 
should take on this responsibility and 
how issues of infringement of sovereignty 
should be tackled.

Success in famine prediction has not led 
to a parallel increase in famine preven­ 
tion. Huge constraints on the response

side of the equation must be 
addressed if the benefits of early warn­ 
ing are to be fully realised. Some of 
those constraints are bureaucratic: e.g. 
the lengthy procedures within western 
aid agencies to approve and mobilise 
relief resources for Africa. Who 'owns' 
the EW information, in the sense of 
who funds the EWS, is a major factor 
determining its credibility. Many 
donor agencies depend upon the FAO 
Harvest Assessment to inform relief 
decisions, because it is seen to bear 
the stamp of international credibility, 
which is lacking in many government- 
run national EWS. Other constraints 
are political: where donor/ national 
government relations are strained, EW 
information becomes a pawn in politi­ 
cal controversy and negotiation 
between the two sides. This is often 
the case for conflict-related famine. It 
reveals the central paradox of an 
EW/response system: it is least likely 
to work when it is most needed.

However, there are ways in which 
the links between EW and response 
can be forged more effectively. Joint 
funding of EWS by both donors and

government would enhance its credi­ 
bility with both sides; a phased relief 
response by western donors would start 
the decision-making process much earlier 
to ensure a genuinely timely response; 
and pre-positioning of relief resources 
within Africa would cut down the 
response time for mobilising and deliver­ 
ing international relief. Some of these are 
applicable to conflict-related famine. 
However, much more work is required to 
document the kinds of relief interventions 
that have worked successfully, and to 
understand why others have not.

Margaret Buchanan-Smlth and Susanna
Davles of the Institute of Development 
Studies, University of Sussex, Brighton, BN1 
9RE, Tel. 0273 606261, Fax. 0273 621202, and 
Celia Petty of Save the Children Fund, Mary 
Datchelor House, 17 Grove Lane, Camberwell, 
London SE5 8RD, Tel. 071 703 5400, Fax. 071 
703 2278. Publications: Margaret Buchanan- 
Smith, Susanna Davies and Celia Petty, 1992, 
'Famine Early Warning Systems and Response: 
The Missing Link? Summary of Findings and 
Conclusions', IDS and SCF. Also five country 
case study reports and report on four donor 
agency case studies.

Offsetting the indirect costs of war: food aid for famine prevention in Africa
Lower levels of income and increased 
vulnerability to poverty are a cost of war 
felt by those who are traditionally food 
insecure, but also by others newly made 
food insecure. The general case for inter­ 
vention to minimise the risk of famine 
and sustain food entitlement is 
strengthened in conflict and post conflict 
situations.

The tool box for famine prevention is 
large. It includes interventions related to 
food, but also others in the spheres of 
health, water and livestock. Food short­ 
age is often not the main threat to life in 
so-called famines: disease caused by poor 
water or sanitation is often more serious, 
especially where populations concentrate 
in small areas. Malaria is also a serious 
threat. On the food side, public works, 
food security reserves, village grain banks 
and supplementary feeding schemes are 
common. On the non-food side, immun­ 
isation, water supply, social security tran­ 
sfers, livestock and fodder programmes

and assistance to migration have all 
been considered.

Perhaps surprisingly, food aid can 
support all these programmes. Some­ 
times it can be used directly, for 
example in feeding programmes or on 
food for work. Otherwise, food aid 
can be 'monetised' in the port of entry 
or another large town, and the cash 
generated in a counterpart fund used 
to finance famine prevention projects. 
Sometimes, the best use of food aid is 
simply to sell it into the market, in 
order to stabilise prices and help 
maintain trading arrangements: this 
has been the case, for example, in 
Somalia. In general, monetisation 
should be the preferred, 'default' 
mode: direct distribution should be 
justified on a case-by-case basis. The 
IDS has suggested guidelines for when 
to monetise food aid and how to 
manage counterpart funds.

Public works are especially attractive,

because they contribute to environmental 
sustainability and future employment, 
reducing the likelihood of future food 
shortage. Public works can be planned in 
advance and activated when famine 
looms using emergency food aid.

While peace is the prerequisite for 
improved food security in much of Africa, 
famine prevention can become an 
important objective for new uses of food 
aid, especially by NGOs. The starting 
point is locally-based community and 
district planning, based on analysis of 
current food and livelihood security, 
together with the source and magnitude 
of potential risk. In many countries, ; 
NGOs can take the lead in this process 
and reasonably expect to reduce the call -\ 
for traditional emergency food aid.  ;
Simon Maxwell, Institute of Development 
Studies, University of Sussex, Falmer, Brighton, 
BN1 9RE. Tel (0273) 606261. Fax (0273) 
621202 Publication: 'Counterpart Funds and 
Development', IDS Bulletin, 23:2, April.

Development Research Insights is published jointly by the Overseas Development Institute and the Institute of Development Studies. 
The Overseas Development Administration has given financial support for a trial period through its Economic and Social Division. The 

Editor alone is responsible for the contents of each issue, the Directors of ODI and IDS acting as editorial consultants. Neither the 
. ODI, IDS or ODA take responsibility for the views expressed in this publication. , &.

Production and Distribution by the Overseas Development Institute. Printed by The Russell Press. Nottingham

DEVELOPMENT RESEARCH INSIGHTS
EDITOR: SUSAN JOEKES * INSTITUTE OF DEVELOPMENT STUDIES

AT THE UNIVERSITY OF SUSSEX, BRIGHTON BN1 9RE • UK
TEL: 0273 606261 • FAX. 0273 678420



DEVELOPMENT RESEARCH

for policymakers SUMMER 1992

Reflections on a Memorable Circus
After the Earth Summit there are perhaps four ways in which the 
world will never be quite the same. The first is obvious. Few believe 
that governments will allow such a complex and all-encompassing 
agenda to be set up for a global forum again; for while, ultimately, 
everything does relate to the environment, such a truism is no basis 
for good decisions. It will take IDA replenishment and autumn 
discussion in the UN General Assembly to consolidate the vague 
indications given by the donor group at Rio.
Despite this, Rio has led to an important Assembly through the Economic and 
and positive attitudinal shift. The separ- Social Council, have been left over until 
ation in policy terms between the envi- the autumn. But if the grand design is 
ronment and the commanding heights of realised, we could, in time, see a more
the economy is now beginning to 
narrow. The 'nature for nature's sake' 
lobby was not very apparent in Rio; this 
was a debate about 'environment' as a 
substrate of 'economy'. Most of the -world 
now either believes in the economy 
/environment linkage or sees advantage 
in pretending to. This is why the USA 
was so out of touch with the event - it 
could only see negative relationships that 
implied short run costs, while others 
believed that investment now in cleaning 
up will pay in the long run.

The third change relates to institutions. 
The key text here is the document called 
Agenda 21. In it the nation state is deno­ 
minated as the principal follow-up agent 
in the pursuit of environmental goals. 
There is an emphasis throughout on 
capacity building. The right of partici­ 
patory involvement in development and 
of community empowerment is clearly 
stated, with local governments and NGOs 
as the main channel. Perhaps the most 
important idea is that in future all of the 
UN, including the World Bank, will have 
to -work to National Sustainable Develop­ 
ment Strategies or plans. Read this way, 
Agenda 21 (for all its fudge on points of 
detail) is not only a significant prescrip­ 
tion for what is needed to solve very 
many environment and development 
problems but also, potentially, a new 
charter for North/South relationships. A 
coordination and monitoring mechanism 
still remains to be established, however, 
since decisions on the details of the new 
Sustainable Development Commission, 
which will report to the UN General

effective UN, a tamed World Bank, more 
transparent government, and the begin­ 
nings of the integration of social, environ­ 
mental and economic policy.

The fourth area is extremely difficult to 
assess, but no one can doubt its exist­ 
ence. The issues of environment and 
development have had an extraordinary 
public airing at Rio. This surely bodes 
well for some measure of leverage on 
follow-up, both nationally and internati­ 
onally.

The material in this issue of Insights 
discusses some of the trade-offs and the 
scope for public action involved in pur­ 
suit of environmental objectives at the 
national level. It concerns measures of 
the kind to be incorporated in National 
Sustainable Development Strategies, 
which will be the focal statement of 
governments' follow-up intentions.

The measures the Strategies incorporate 
will need to be informed, in both design 
and implementation, by the latest policy 
research, such as reported here. While 
there are no quick fixes to be had, there 
are real opportunities for effective public 
action. Action needs to be taken at the 
sectoral level, whatever the prevailing 
economic policy regime, as Markandya 
and Richardson demonstrate. Many of 
the supposed trade-offs between de­ 
velopmental and environmental goals 
eidier evaporate or are seen to be 
negligible on closer inspection. This is 
the case in many aspects of energy con­ 
version and use in industry, as Bell indi­ 
cates. Arnold shows that while certain

Continued on page 4

New Approaches 
to the Water Sector
Agenda 21 accepts that water is an 
economic good, whose costs 
should be reflected in allocation 
and charging decisions. This per­ 
spective is important in approac­ 
hing two of the fundamental pro­ 
blems in this sector. The first is 
how drinking water and house­ 
hold sanitation needs are to be 
provided for. One billion people 
still lack access to safe water 
sources and 1.7 billion have no 
adequate sanitation. Public invest­ 
ment is failing to prevent a rising 
backlog due to increases in 
population and continued 
urbanisation. Water utilities are 
generally in a poor financial con­ 
dition and ill-equipped to improve 
provision on the scale required. 
Meanwhile, the inadequacies of 
the water situation have huge 
costs for public health.

The technology exists for universal 
provision. There is also mounting evi­ 
dence of users' willingness to pay for 
piped supplies and even for better 
sanitation and sewage disposal. In 
many cases users would save large 
amounts compared to what they are 
now spending on private vendors, 
which in extreme cases can account 
for 50-60% of income. The real block 
on progress is the institutions current­ 
ly responsible for providing water- 
related services. Traditional public 
service agencies have failed and 
should move aside and create space 
for NGOs, user groups, local com­ 
munity bodies and the private sector.

The second, more universal, problem 
is the adequacy of water supply to 
meet the growing and, increasingly, 
conflicting needs of urban,

Continued on page 3, col. 2
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Technology Transfer and Energy Efficiency
At the Rio Summit there was a com­ 
mon presumption of a necessary 
trade-off between environmental obje­ 
ctives and economic development 
goals. Countries would incur develop­ 
ment costs in their efforts to achieve 
environmental objectives - especially 
the 'global' objectives of particular 
interest to many of the industrially 
advanced countries. As part of the 
necessary compensation, increased 
transfer of technology to developing 
countries would be needed, especially 
of advanced 'environment-conserving' 
technologies.

This perspective is obviously important 
to many areas of economic activity. But it 
is not wholly appropriate to the energy 
sector in developing countries, in which 
environmental and economic development 
objectives are frequently complementary 
rather than conflicting.

This is evident in the industrial sector. 
Industry commonly accounts for a very 
large proportion of commercial energy use 
in developing countries. Raising the energy

efficiency of industrial production is not 
simply a matter of introducing more effi­ 
cient 'environment-conserving' technol­ 
ogies. There is often a general weakness in 
operating the technologies already in use - 
not just the specific 'energy technologies'; 
but the integrated production technologies 
within which those energy technologies 
are inextricably embedded. Strengthening 
industrial firms' capabilities for improving 
the overall efficiency of their energy-using 
production technologies will contribute 
very significantly to environmental and 
economic development objectives.

A similar situation obtains in the electric 
power sector. Low conversion efficiency 
stems partly from limited investment in the 
most efficient forms of power generation 
and transmission and partly from low 
efficiency in using the technology already 
installed. This joint inefficiency appears to 
stem from limited investment in the human 
and institutional resources required to 
absorb existing power technology. Again 
strengthening absorptive capacities (and 
reducing the constraints on using them) is

the key to achieving both environmental 
and economic objectives.

The need to increase developing country 
access to capital and technology is there. 
But how the technology is transferred is 
just as crucial.

The implication for aid donors is that 
successful action to achieve energy-related 
environmental objectives should be two 
sided. New initiatives of the type given 
prominence at the Rio Summit, clearly 
identifiable as 'environmental' projects and 
programmes and 'Global Facilities', 
deserve support. But so do much greater 
efforts than in the past to incorporate sup­ 
port for technology absorption capabilities 
within a wide spectrum of other aid pro­ 
jects concerned with the primary energy 
industries and the major energy-using 
sectors.

Martin Bell Science Policy Research Unit, 
University of Sussex, Brighton, BN1 9RF. Tel. 
0273 686758, Fax. 0273 685865. Publication: M. 
Bell, Continuing Industrialisation, Climate 
Change and International Technology Transfer, 
SPRU Report.

Adjustment and Environment Linkages
Structural adjustment lending has achieved mixed economic success with many 
examples of undesirable social and environmental impacts. Three country 
studies have been done in Cote d'lvoire, Mexico and Thailand tracing the 
impacts of structural adjustment reforms in selected sectors of environmental 
importance (agriculture, forestry, water, industry and tourism). 
The experience of Cote d'lvoire shows that often been at the expense of the
while effective macroeconomic policies are 
needed to improve the country's overall 
environmental performance, particular 
sectoral problems such as rampant defor­ 
estation are due to underlying institutional 
problems which have not been addressed.

In Mexico, adjustment policies have fur­ 
ther aggravated the non-sustainability of 
Mexico's development path, and major 
market and policy failures in the natural 
resource sector remain. In Thailand 
successful macroeconomic adjustment and 
accelerated industrialisation have been 
achieved but at great environmental cost. 
The Thai case demonstrates that sound 
macroeconomic management is a 
necessary but not sufficient condition to 
achieve sustainable development.

More generally, we can say that although 
structural adjustment reforms seek to 
correct government policy distortion, they 
fail to address the inherent market 
distortions in the natural resource sector.

As a result, the overall environmental 
impacts are mixed, sometimes positive, 
often negative, but never optimal. 
Secondly, successful macroeconomic 
adjustment often widens income differen­ 
tials. Government efforts to reduce 
differentials and alleviate poverty have

environment sector. Thailand sacrificed 
forest land to alleviate rural poverty and 
Mexico subsidised the use of many natural 
resources, including water and land, to 
address distributional inequities.

Thirdly, bad economic management is 
also bad for environmental management. 
Economies plagued by debt, inflation and 
economic stagnation will undermine the 
effectiveness of any environmental policies 
in place.

Lastly, the studies show that environ­ 
mental investments should not be deferred 
until economies are strong and resources 
readily available. The proceeds from 
economic growth do not automatically 
'trickle down' into investments to restore 
environmental quality and in many cases 
the restoration option may not be open if 
prior damage has been so severe as to be 
irreversible.

Anil Markandya and Julie Richardson,
Department of Economics, University College 
London, Gower Street, London WC1E 6BT. Tel. 
071 387 7050; Fax. 071-383 7127. Publication: 
World Wildlife Fund (1992) Structural Adjust­ 
ment and the Environment by A Markandya 
and J Richardson, Westview Press (September).

An international programme of network 
research with collaborators in more than 
17 countries is under way investigating 
the growing problems of environmental 
pollution in mineral-producing countries. 
The majority of non-fuel mineral reserves 
and planned new mines are located in 
developing countries, so there is an 
urgent need to provide policy analysis 
and recommendations of use to decision- 
makers in mineral-producing developing 
countries in industry, government and 
community groups for environmentally 
sound and sustainable development.

The objective of the programme is to 
analyse enterprise strategies, national 
policy making and community responses 
in the context of evolving regulation and 
emerging environmentally less-hazardous 
technologies. The programme covers 
non-fuel minerals (e.g. bauxite, copper, 
zinc, lead, nickel, tin, gold and silver) 
and the integrated processes of explora­ 
tion, mine development, operation and 
closure as well as mineral processing 
including smelting and refining. It will 
extract lessons from the experience of 
richer mineral-producing countries in 
North America, Australia and Europe for 
poorer mineral-producing developing 
countries, while focusing on the specific 
social, economic and political problems 
and challenges of environmental man­ 
agement in mining and mineral process­ 
ing in developing countries in all regions 
and at different stages of development.

Dr Alyson Warhurst, Science Policy 
Research Unit, University of Sussex, Palmer, 
Brighton, BN1 9RF. Tel. 0273 678172,Fax. 
0273 685865,E-mail:prfb8@syma.sussex.sc.uk.
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Sustainable Management of Tropical Forests
The negotiating text for the proposed Global Forest Instrument contained a 
number of well expressed principles which should underlie tropical forest man­ 
agement systems. Successful management has to satisfy four characteristics:
  maintenance of the harvest of all products at sustainable levels.
  maintenance of essential ecological processes.
  maintenance of biological diversity at ecosystem, species and gene levels.
  satisfaction of the basic needs of people living in or near tropical forests. 
The objective of the 'multiple use' manage- just for the apparent cornucopia of prod-
ment systems that foresters practise is to 
try and arrive at a realistic balance among 
them. The prospects for success depend 
also on reforming economic policies that 
encourage excessive use and transfer of 
forest to unsustainable alternative uses.

Long experience in Malaysia has dem­ 
onstrated that, if timber harvesting is prop­ 
erly controlled and executed, forests 
recover surprisingly quickly. To achieve 
this involves removal just of mature trees 
of a limited number of species, minimising 
the damage to the remaining stand, and 
interspersing logged areas with undis­ 
turbed areas from which animal and plant 
species can recolonise. If harvesting is too 
heavy, frequent or disruptive the forest 
will progressively deteriorate.

The earlier focus on trying to manage 
tropical forest systems in favour of particu­ 
lar timber species of current value by rem­ 
oving competing species from the stand 
remaining after logging is now being mod­ 
ified or abandoned. With user technologies 
and human needs changing at rates which 
far outpace the rate of growth of tropical 
forests, unpredicatable future demands on 
the forest must be allowed for. What is 
important, therefore, is maintenance of the 
broader productive potential of the forest.

Similar considerations apply to 
approaches that focus on managing forests

ucts other than timber. Some of these pro­ 
ducts will prove to have significant devel­ 
opmental potential; many more are cur­ 
rently important as components of local 
economies. However, many of them repre­ 
sent low-input low-output uses or activities 
destined to disappear as more robust and 
attractive alternatives appear. Attempting 
to restrict use of forests just to such activ­ 
ities risks locking those living there into 
unstable, marginal livelihood systems.

The management of the tropical forest 
thus has to adjust to a constantly moving 
target. This is best achieved by maintaining 
ecosystems capable of producing a range 
of outputs - including essential ecological 
processes such as watershed regulation 
and nutrient cycling. The difficulty of prov­ 
ing that forests managed in such a less 
structured but more flexible manner are 
'sustainable' does not mean that more 
readily quantified and easily monitored 
partial solutions are preferable. The aim of 
harvesting within the forest's regenerative 
capacity should not be abandoned simply 
because sustainability is hard to pin down.

Michael Arnold, Oxford Forestry Institute, 
South Parks Road, Oxford OX1 3RB Tel. 0865 
275145 Fax. 0865 275174 and John Palmer,
Tropical Forestry & Computing Ltd, 93 Gidley 
Way, Horspath, Oxford OX9 1TQ, Tel. 0865 87 
3186 Fax. 0865 726753 attn: Tropic.

Rewriting Land Tenure in Mongolia
Mongolia is embarking on the privatisation of agriculture, where livestock pro­ 
duction is the main activity. Privatisation will lead to new land use arrange­ 
ments (land is now 100% state-owned) and it is expected to increase the share 
of privately-owned annuals from the current 20% to about 80%. The use and 
allocation of pasture needs to be well controlled and market incentives must 
favour productivity per animal rather than increasing animal numbers, if a 
'tragedy of the commons' scenario of over-exploitation is not to emerge.
The main concern for livestock herders is 
that they are able to respond quickly and 
flexibly to short-term swings in feed sup­ 
ply, in the first instance through spatial 
mobility. In most pastoral societies, cus­ 
tomary institutional arrangements for land 
tenure have evolved to safeguard and 
regulate access at critical moments to key 
resources such as localised, moist depres­ 
sions in the landscape or neighbouring 
forests. Even when Mongolian pastoralism 
was collectivised, land tenure arrange­ 
ments probably always represented a 
hybrid of customary and command mech­ 
anisms. For instance, mobility of herds was 
locally negotiated across administrative

(brigade) unit boundaries, supplementing 
formal organisational arrangements. If land 
and assets are fully privatised, this kind of 
adaptation will become problematic. Mov­ 
ements would be charged for and finan­ 
cially weaker units may be expected to 
find the cost prohibitive. Essential flexibil­ 
ity in land use would be curtailed.

The authorities are faced with a range of 
possible land tenure options between state 
ownership at one extreme and individual 
private freehold tenure at the other. An 
intermediate system of conditional rolling 
land leases granted by the state to groups 
of herders is one suggested option.

Continued on page 4, col, 2.
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agricultural, environmental and other 
uses. The increasing contamination of 
fresh water sources by pollution of 
various kinds is related to this.

The root of these problems is a per­ 
vasive reliance on supply-side invest­ 
ments, at enormous economic, finan­ 
cial and environmental cost, coupled 
with a reluctance to use prices and 
markets to regulate demand and 
allocate supplies.

Research begun at ODI has 
assembled evidence on the scope for 
using demand management for con­ 
serving and reallocating existing 
water supplies.

Water pricing can be used as a con­ 
servation tool. There is evidence that 
demand falls by 3-7% for a 10% rise 
in price. Water markets in places as 
dissimilar as India and California 
have evolved to redistribute water to 
higher-value users in agriculture, 
industry and urban areas. In Gujarat, 
40-60% of all groundwater extracted 
is sold to other farmers who can put 
it to better use and in Jamshedpur a 
large firm with access to low-cost 
water sells it to others, thus avoiding 
wasteful spending on new sources. In 
Western USA the sale of water is 
common amongst farmers, and 
between farmers and cities. In dry 
areas, where the costs of developing 
new sources are huge, cities increas­ 
ingly buy out water rights of farmers.

In China, India and elsewhere, the 
cost of conserving water (in irriga­ 
tion, industry and municipal systems) 
by lining canals, repairing leaks, 
recycling industrial water, treating 
wastewater, etc., is often less than 
that of obtaining new supplies. In 
agriculture, industry and the house­ 
hold sector there is ample room for 
reducing waste and reordering prior­ 
ities, at relatively little cost.

As in the case of basic needs provi­ 
sion, solutions to water stress and use 
conflicts depend on changing atti­ 
tudes and institutions, rather than 
technological innovation or massive 
aid. Planners need to look for sol­ 
utions as much in more careful man­ 
agement of the demand for existing 
water supplies as in the development 
of new sources. Given an 'enabling 
environment' and the right incentives 
(e.g. proper levels of tariff) and regu­ 
lations, users can become part of the 
solution to water conservation and 
reallocation, rather than an aspect of 
the problem.

James Winpenny, Overseas Develop­ 
ment Institute, Regent's College, Inner 
Circle, Regent's Park, London NW1 4NS, 
Tel. 071 487 7413, Fax. 071 487 7590. 
Publication: J.T. Winpenny (1992) Where 
No Water Is, ODI Development Policy 
Study, Autumn. s
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Health Impact Assessment
Development affects health in both 
positive and negative ways. Research 
is demonstrating that health impacts 
can occur in all sectors and at each 
development phase. For example, 
new roads increase HIV infection, and 
malaria. Rice cultivation accompanied 
by pig production increases the risk 
of viral encephalitis. Industrial 
communities risk respiratory disease, 
and damage from explosions.

Misconceptions abound here: malaria is 
not always associated with 'swampy 
ground'. Urban water supply can enhance 
filariasis and dengue transmission. Pesti­ 
cide is rarely handled safely. The health 
sector is rarely able to cope -with an 
upsurge in ill-health unless informed well 
in advance and adequately resourced. 
National health statistics are rarely accu­ 
rate enough to detect project-related 
health changes.

The institutional machinery required to 
undertake health impact assessment is still 
quite rare. Procedures are not well estab­ 
lished and methodologies are not agreed. 
Aid agencies' evaluation units, which seek 
to learn from previous projects, mostly do

not cover evaluation of health impacts.
Screening of projects is the responsibility 

of the Desk Officers or Project Managers 
who are not health specialists. They must 
have a logical procedure for deciding 
whether a detailed and expensive health 
sub-study is required. They have three 
screening tools: knowledge of health 
sensitive locations, such as the forest edge 
in South East Asia; health sensitive 
actions, such as water resource develop­ 
ment; and health hazards experienced on 
similar projects elsewhere (gained from a 
desk manual or Guideline such as we are 
presently compiling for ODA and the 
ADB, or that issued by WHO), of which 
there are 5 main types:

Communicable disease (e.g. malaria, 
gastroenteritis); Non-communicable 
disease due to exposure to chemicals, 
gasses and dusts; Injury due to exposure 
to hazardous machinery and activities; 
Malnutrition due to changes in food ava­ 
ilability and Mental illness due to stress 
and disruption of culture (information is 
generally weak on this issue).

The next step is that the health risks 
associated with the hazards need to be

assessed, identifying the vulnerable com­ 
munities, the environmental factor and the 
capabilities of local protection agencies. 
The distinction between hazard and risk 
is important. A health hazard is defined as 
a potential for causing harm. A health risk 
is an estimate of the likelihood that the 
potential is realised. For example, malaria 
is a health hazard in Africa, but a very 
small health risk in the middle of cities 
because of the absence of mosquitoes 
there. A project which created rice fields 
in the city would increase the risk by 
providing mosquito breeding sites. 

Where significant health risks are 
identified by these procedures a specialist 
study needs to be done. Without such 
procedures, development projects will 
continue to produce unforeseen and 
indirect health impacts and transfer 
hidden costs to a health sector which is 
not prepared for them.

Martin Birley, Liverpool School of Tropical 
Medicine, Pembroke Place, Liverpool L3 5QA. 
Tel. 051 708 9393, Fax. 051 708 8733. 
Publication: Cooper Weil, D E, et al, (1990), The 
Impact of Development Policies on Health: A 
review of the literature, Geneva: WHO.

Continued from page 1 
trade-offs have to be faced in the exploi­ 
tation of tropical forests, conflicting 
resource use demands can be acceptably 
managed within a sensitive definition of 
'sustainability'. Research also shows that 
the institutional and human resource 
dimensions are indeed often 
paramount in effective pursuit of en­ 
vironmental as well as development 
objectives. Winpenny suggests that, in 
the water sector, institutional changes are 
necessary for better water allocation - 
including local reliance on NGOs and 
user groups and development of markets 
for distributing water to priority users - 
and that this will make unnecessary many 
of the costly and often damaging attempts 
to increase supply. Mearns' work on the 
design of land-based resource rights sys­ 
tems shows how important the institutio­ 
nal framework is to sustainable manage­ 
ment of the productive base. Lessons 
need to be learned from customarily 
ascribed arrangements. However, informa­ 
tion on these matters is not usually readily 
available to policy makers: there needs to 
be continuing research input to policy 
design in this respect. As regards interna­

tional technology transfer, needed, accor­ 
ding to Bell, to upgrade, not just 'environ­ 
ment-conserving' technologies, but 
productive efficiency generally, success 
hinges on the complementary develop­ 
ment of skills. Finally, Birley's work is 
directed at another aspect of institutional 
competence: the capability of govern­ 
ments and development agencies in 
acknowledging and appraising the likely 
health impacts of interventions. 
Richard Sandbrook 
International Institute for Environment 
and Development, 3 Endsleigh Street, 
London WC1H ODD.

Continued from page 3, col. 2. 
This could ensure sustainably high levels 
of production and accommodate custom­ 
ary land use arrangements which worked 
to that end - as the command system did 
in practice, but private individual title 
would not.

The provisions that such a new resource 
rights system must include, which apply 
in any ecological setting, are consistent 
with the principles laid down in Agenda 
21. The exercise has to start by specifying 
the rights and obligations on resource

users or resource-using groups. Many 
different use rights are involved and they 
must be separately specified, rather than 
granted as a package. Each of the separ­ 
ate rights must be transferable. Resource 
users must also be encouraged to make 
long-term, durable investments (in this 
case, stockyards and shelters, wells, etc.) 
to enhance productivity: so they must be 
given exclusive use of such investments, 
the relevant political authority must 
guarantee resource rights, notwithstanding 
changes in party control, and compensa­ 
tion must be payable. Users must have a 
guarantee of re-issue of their use rights, 
so long as they comply with their 
obligations. When specified use rights are 
granted by lease, a fixed review period to 
assess compliance should be built in, 
allowing 3-4 reviews within the lease and 
its rolling forward to prevent any 
incentive to 'use-up' resources near the 
lease-expiry date.

Robin Mearns, Institute of Development 
Studies, University of Sussex.Brighton BN1 9RE, 
Tel. 0273 606261, Fax. 0273 621202, 
Publication: Mearns, R (1992) 'Environment 
and Land Tenure in a Transitional Pastoral 
Economy: the case of Mongolia', mimeo, IDS.
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Confronting the Socio-economic 
Impact of AIDS

AIDS was first reported only ten years ago but the epidemic of the 
Human Immunodeficiency Virus (HIV) has already reached global 
proportions. While tremendous progress has been made in understand­ 
ing aspects of the virus and its transmission and of the disease process, 
hard facts on the socio-economic aspects of AIDS are surprisingly 
scarce. It still remains to translate the knowledge we have into 
strategies for prevention and methods to deal with the social and 
economic consequences of the pandemic.

By mid-1991, the World Health Organiza­ 
tion (WHO) estimated that at least 8 to 10 
million adults and about 1 million children 
had been infected with HIV worldwide. 
Most, if not all, are expected ultimately to 
develop AIDS. It is estimated also that 
already more than 1 million AIDS cases 
have occurred worldwide. In sub-Saharan 
Africa, according to WHO estimates, close 
to 6 million adults are infected with HIV 
and as many as 800,000 AIDS cases have 
already occurred. In some cities in East and 
Central Africa up to 30% of reproductive 
age are infected while in some rural areas 
5% or more of all adults are infected.

In Africa the transmission of HIV is 
mainly through heterosexual contact. By 
contrast, in the industrial countries the 
transmission of HIV has to date mainly 
been associated with particular risk behav­ 
iours, e.g. sex between men and intrave­ 
nous drug use. The epidemic is already 
established, with a mixed transmission 
pattern, in South America, notably Brazil, 
and it is rapidly gaining ground in various 
South-East Asian countries.

In populations with a high rate of 
infection, as in sub-Saharan Africa, the 
implications are likely to be devastating at 
the household and macro level. For af­ 
fected individuals and communities, the 
consequences may include, in addition to 
profound psychological effects, a reduc­ 
tion of labour resources resulting in loss 
of income and food, costly medical treat­ 
ment, reduced support for the elderly as 
adult children die, and a growing burden 
of orphans imposed on the extended 
family one estimate is that, in ten central 
and Eastern African countries 6-11% of all 
children under 15 years will lose their 
mothers to AIDS in the 1990s. For an 
affected society, the effects include signifi­

cant losses among the productive 
workforce of all economic sectors which 
might lead ultimately to a reduction in 
GNP. In addition, overburdened health 
services become overwhelmed by patients 
with HIV-associated diseases.

While this picture is bleak, even in the 
most severely afflicted countries, such as 
Uganda, which has a 6 to 8% overall rate 
of HIV infection in the adult population, 
more than 90% are not infected. HIV- 
associated mortality is severe, but net 
population growth remains positive and 
is likely to stay so for decades to come. 
Too often, however, a doomsday scenario 
is depicted, leaving decision-makers and 
the public with a feeling of defeatism and 
hopelessness.

In our studies of rural Uganda, we have 
observed in males and, especially, females, 
a strong association between poverty and 
infection with HIV. Poverty, displacement 
and social disruption facilitate the spread 
of HIV because they reduce people's 
access to information, education and 
health care (especially, in this connection, 
treatment of STDs). Poverty can also 
induce damaging survival strategies: 
poorer women may have to barter sex for 
material goods and women who produce 
alcoholic beverages   a good source of 
income in a cash shortage   are expected 
to have liberal sexual practices. For men, 
the association between poverty and HIV 
infection could be secondary to the in­ 
creased rates of infection among women 
of the same income stratum. In addition, 
AIDS appears especially to affect those in 
rural populations who are integrated into 
the modern economy and the urban 
labour force i.e. -with the best possibility 
of bringing extra income into rural com- 
Continued on page 4 column 1

Contemporary
Patterns of

Sexual Exchange
in Africa

The study of sexual behaviour is one 
of the most difficult and sensitive 
areas of social science research. Yet 
informed knowledge about sexual 
practices and understandings of sexu­ 
ality is vital in the battle to contain the 
spread of HIV infection.

Much historical and social science litera­ 
ture draws attention to the complexities of 
marriage and sexual relations in colonial ; 
and post-colonial Africa and their linkages! 
with particular patterns of labour migration 
and urbanisation. A number of different, 
socially sanctioned forms of liaison may | 
operate in any given context and they may! 
vary considerably in duration and in the <| 
forms of obligation involved. AIDS preven-= 
tion programmes must operate with the 
contemporary realities of sexual behavi­ 
our, rather than assume idealised models 
of marital and sexual relationships.

It is also most important that inappropri­ 
ate assumptions and stereotypes are not 
imported into prevention programmes. ; 
The use of the term 'prostitute' is highly -|j 
problematic in the African context, where. ;| 
sexual exchanges between men and if 
women routinely entail a transfer of mate-?| 
rial resources such as cash, clothing and | 
gifts for sex. This needs to be understood ? 
both in the context of different cultural ;j 
assumptions about sexual exchange, and; || 
perhaps increasingly, as part of a transfer 
of resources from rich to poor and from the 
Continued on page 3 column 2 ;
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Cost of care of HIV related illness
The routine health services in developing countries are affected   in 
some cases, overwhelmed   by the new burden of HIV-related disease, 
which conies on top of all the other diseases such as malaria, diarrhoea, 
and respiratory infections. How can developing countries provide an 
ethically and medically acceptable level of care for HIV-related illness 
without jeopardising the quality and quantity of care for other patients?

What is affordable in one country may be 
completely beyond the means of another. 
AIDS is now a significant medical problem 
in countries ranging from Malawi and 
Zaire with per capita GNP of about US$160 
to Brazil with over US$1800. The HIV 
epidemic has hit sub-Saharan Africa espe­ 
cially hard. Many sub-Saharan African 
countries are spending much less than 
US$5 annually per person on drugs in both 
public and private sectors, and only about 
one-third of the population has regular 
access to basic essential drugs such as 
chloroquine or penicillin.

Treatment costs for HIV disease are

relief, good nutrition, counselling, and 
psychological support for both the patient 
and the family, was estimated at US$30-40 
including drugs, materials, staff time and 
transportation.

Although it has been argued that care 
for people with AIDS is not 'affordable', 
societies do divert resources for AIDS 
patients. Six steps can be taken at little or 
no cost to improve developing country 
health services' response to the AIDS 
epidemic: 1) broaden the definition of 
'care' to recognise that care is not always 
synonymous with cure; 2) improve plan­ 
ning for the provision of care, incorporat-

Comparison of drug costs for HTV+ and HIV-patients in a rural African district
(Chikankata, Zambia).

Status of Patient

HIV-, TB- 
HIV+, TB- 
HM-, TB+ 
HIV+a

Av length 
of stay (days)

11
17
62 

12 months

Drug cost 
per day (US$) 

0.76 
1.45 
0.55 
NA

Total av 
drug cost (US$)

8.34
24.07
33.90
5.96

' Home care patients suspected of having TB are admitted to hospital for further investigation.

mainly in the final stages, which is more 
costly and less effective than earlier care. 
Opportunities to intervene early in HIV 
infection and thereby slow the rapid 
progression to AIDS are being neglected. 
While many countries have produced 
drugs-needs estimates, few have taken 
account of the needs of HIV-infected 
patients.

Nine relatively inexpensive drugs, used 
according to specific diagnosis and treat­ 
ment guidelines, plus anti-TB therapy, 
have been shown to provide a high degree 
of relief for AIDS patients in Uganda.

A 1988 WHO study estimated drug 
needs and costs for the most common 
HIV-related conditions, as follows: anti- 
tuberculosis (TB) drugs, the most expen­ 
sive at 28-30% of total drug costs (assum­ 
ing 30% of HIV cases develop TB); 
followed by anti-fungals (required by over 
half of patients), at 25%; and the third 
largest item is the expensive antiviral drug, 
acyclovir, 10% (even though restricted to 
that 1% of herpes zoster patients whose 
eyes are affected).

As the table shows, on average, drug 
costs for HIV-positive patients are three to 
four times higher than for HIV-negative 
patients without TB. The lifetime cost of a 
home-care programme provided through 
the hospital, focusing on symptomatic

ing planning of drugs for HIV into the 
overall drug supply system where there is 
an established essential drugs programme 
(which requires information in three areas, 
i.e. the number of AIDS patients expected 
to receive care, the number of episodes 
of each HIV related condition, and a 
standard treatment regime for each ill­ 
ness); 3) decentralise the care of HIV+ 
patients to lower levels of the health 
service or home; 4) develop and use 
standard protocols and algorithms which 
should reflect a realistic assessment of the 
extent to which treatment will produce 
benefit; 5) seek ways to reduce the cost 
of drugs, for example by using generic 
names and bulk procurement; and 6) 
minimise the economic burden on the 
patient's family.

Contact: Susan Foster, Health Policy Unit, 
Department of Public Health and Policy, Lon­ 
don School of Hygiene and Tropical Medicine, 
Keppel Street, London WC1E 7HT. Tel. 071 636 
8636, Fax. 071 436 3611. Publications: S.D. 
Foster (1990) 'Affordable clinical care for HIV 
related illness in developing countries' Tropical 
Diseases Bulletin Vol 87, no 11; S.D. Foster and 
S. Lucas (1991) 'Socioeconomic Aspects of HIV 
and AIDS in Developing Countries: A Review 
and Annotated Bibliography' PHP Departmental 
Publication No 3, London School of Hygiene 
and Tropical Medicine.
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Demographic 
Model of AIDS

The rapid increase in the 
prevalence of HIV in parts of 
sub-Saharan Africa has given rise 
to much concern about the long- 
run demographic consequences 
of the epidemic. Our under­ 
standing is, however, constrained 
by our lack of knowledge of 
the various behavioural and 
epidemiological factors influenc­ 
ing the rate of spread of the virus 
(e.g. rates of sexual partner 
change and the probability of viral 
transmission through sexual 
intercourse).
The main tool for examining the 
consequences is mathematical models of 
the transmission dynamics of HIV that 
incorporate epidemiological, behavioural 
and demographic processes. A number of 
models have been developed specifically 
to examine the impact of the epidemic in 
sub-Saharan Africa. The structure of the 
models varies greatly depending upon the 
types of questions they were designed to 
address. None, however, is capable of 
making accurate predictions because of 
the many uncertainties surrounding key 
parameters. In order to improve the 
accuracy of the models better information 
and greater precision in estimates of the 
key parameters are required.

'Models show that early
prevention programmes

are vital'

While the quantitative results of the 
models differ, they are consistent in 
drawing attention to the potential impact 
of the epidemic on demographic patterns 
in sub-Saharan Africa in the absence of a 
vaccine or of significant changes in sexual 
behaviour patterns. The impact includes a 
decrease in total population growth rates 
in the longer term in the order of 1-2%, as 
a result of a substantial increase in 
mortality rates among adults in their 
productive ages and infants, and a de- 
Tease in life expectancy. The fact that 

AIDS has already been revealed as the 
leading cause of adult and infant mortality 
n some urban centres in Africa supports 

this conclusion.
The demographic impact of the HIV 

epidemic will in turn have repercussions 
on the economic development of a coun­ 
try and the wellbeing of its inhabitants. 
The HIV epidemic is placing a substantial 

^ontinued on page 3 column 1



AIDS in Africa
The doubling time of the AIDS pandemic is currently between 1 and 3 
years in some regions in Africa. Unless there is a rapid shift in the 
sexual practices of the heterosexual population (the main conduit of 
infection in most of Africa), or an effective intervention, very 
considerable AEDS-related mortality is inevitable.

Uganda is one of the worst affected 
countries. AIDS-related illness and death 
primarily affect women between 20 and 
30 years and men between 25 and 35, 
which foreshortens their role as parents 
and producers. Expectations of 'family life' 
are increasingly threatened   of young 
adults having and bringing up children; 
of children themselves enjoying the secu­ 
rity and socialisation provided by parents 
and kin; of parents having the emotional 
and financial support of their children in 
old age; and for all, expectations of a 
proper burial which helps to secure a place 
in communal consciousness after death. It 
is not surprising that in areas worst 
afflicted, profound stresses are imposed 
upon family and household relationships. 
A major issue concerns orphans. For 
example, in Rakai District, Uganda (esti­ 
mated population 350,000), there may be 
as many as 40,000 children whose parents 
(one or both) have died. Although the 
extended family network usually copes 
very well with looking after orphans the 
sheer number of such deaths is putting 
family and community coping mecha­ 
nisms under severe strain.

There are also significant economic 
impacts upon the household. Productive

labour is reduced by debilitating illness 
followed by death, thus altering the 
balance between consumers (the old and 
very young) and producers. The labour 
time of spouses may have to be diverted 
from production to caring for the sick. 
There may be diversion of cash from the 
farm to medical expenses and to paying 
for funeral ceremonies. Children can be 
withdrawn from school to reduce cash 
expenditure and increase labour time on 
the farm. Among the many other adaptive 
mechanisms we have observed are in­ 
creases in the length of the working day 
for still-healthy members and switches to 
less labour-intensive crops.

The impact of AIDS upon different 
farming systems in Uganda was studied 
with a methodology replicable for the rest 
of Africa. We used an algorithm for 
classifying the vulnerability of farming 
systems to labour loss, producing a four­ 
fold classification. This was superimposed 
upon a map of seroprevalence to identify 
areas most threatened by AIDS.

In Uganda the most severely afflicted 
areas are, as it happens, those with the 
most resilient farming systems. There are 
two rainy seasons and the demand for 
agricultural labour is well-distributed

throughout the year. There are also a 
number of crops to which households can 
retreat in the face of labour loss. Systems 
with marked seasonal peaks of labour 
demand and without alternative substitute 
crops (typically in drier areas) will be more 
vulnerable, although other subsidiary cri­ 
teria are also applied in the algorithm. 
There is also growing unpublished infor­ 
mation to suggest that labour shortages 
may shortly affect the plantation sector in 
Central and Eastern Africa.

There have been responses to the 
pandemic at the international, national and 
local level. Especially noticeable are local 
NGOs and new community organisations, 
set up to counsel and encourage gainful 
employment for the sick, and to alter 
sexual practice through education. None­ 
theless, the rapidity of growth of seropre­ 
valence highlights the extremely damaging 
implications of delay on the part of some 
governments (inside and outside Africa) 
in implementing an effective AIDS strat­ 
egy. Such strategies must look upstream 
to preventing the spread of AIDS through 
education, as well as downstream to 
dealing with its growing socio-economic 
impact, loss of productive labour, and the 
disruption of the family.

Contact: Tony Barnett or Piers Blaikie, School 
of Development Studies, University of East 
Anglia, Norwich NR4 7TJ. Tel. 0603 56161, Fax. 
0603 505262. Publication: T. Barnett and P. 
Blaikie (1992) AIDS in Africa: Its Present and 
Future Impact, Belhaven Press, London and 
Guilford Press, New York.
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burden on already fully extended health 
care systems. In some hospitals, over 50 
per cent of patients in medical wards are 
HIV positive and the shortage of resources 
is resulting in HIV negative individuals 
being squeezed out of the health care 
system. HIV related mortality, morbidity, 
and debility will reduce the supply and 
productivity of the labour force, exacerbat­ 
ing existing shortages of labour and 
creating new ones. The financial burden 
of paying for HIV related treatment and 
other HIV related needs will have reper­ 
cussions on the savings of individuals, 
families, and at all levels of government 
and the corporate sector. Direct foreign 
investment may also be affected.

Perhaps the greatest usefulness of the 
various modelling exercises is their high­ 
lighting of the importance of early HIV 
prevention programmes. The benefits 
from strengthening initiatives to reduce the 
transmission of HIV are non-linearly re­ 
lated to the intensity of the reduction in 
transmission. In other words, any delay in 
the strengthening of existing control meas­ 
ures or in the introduction of new meas­ 
ures will substantially increase both the 
demographic and economic conse­

quences of the disease and the suffering 
and loss of human life.

Contact: Jane Rowley, Biology Department, 
Imperial College, Prince Consort Road, London 
SW7 2BB, Tel. 071 589 5111, Fax. 071 225 1234. 
Publications: J T Rowley, R M Anderson and T 
W Ng (1990) 'Reducing the spread of HIV 
infection in sub-Saharan Africa: some demo­ 
graphic and economic implications', AIDS, 
vol 4, no 1; R M Anderson, R M May, M C Boily, 
T P Garnett and J T Rowley (1991) 'The Spread 
of HIV1, sexual contact patterns and the 
predicted demographic impact of AIDS' Nature, 
vol 352, 15 August.
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more to the less well off.

The absence of viable employment 
opportunities for women and the deepen­ 
ing crisis in social provision as a conse­ 
quence of structural adjustment (which 
particularly affects women as mothers and 
household provisioners) are among the 
probable factors determining the extent to 
which sexual services operate as a conduit 
through which resources can reach poorer 
households. This may be through cultur­

ally sanctioned 'lover' or 'marital' relation­ 
ships of various kinds or through commer­ 
cially transacted sex. Simply labelling these 
various relationships 'prostitution' detracts 
from the critical task of understanding the 
socio-economic correlates of particular 
patterns of sexual exchange, and hence 
from designing suitable interventions. For 
instance, it is extremely important to know 
what is the balance of power in sexual 
exchange. Women dependent on often 
precarious sexual relationships for house­ 
hold survival may have very little leverage 
in relation to safer sex practices.

No prevention programme is likely to 
succeed if it operates in isolation from the 
need for action on poverty and gender 
inequality.

Contact: Dr. Hilary Standing, School of African 
and Asian Studies, Arts Building C, Palmer, 
Brighton, BN1 9QN, Tel. 0273 606755, Fax. 0273 
678466. Publications: Standing, H. and Kisekka, 
M.N., (1989) Sexual Behaviour in Sub-Saharan 
Africa: A Review and Annotated Bibliography, 
ODA, London; Standing, H (1992) AIDS: Con­ 
ceptual and Methodological Issues in Research­ 
ing Sexual Behaviour in sub-Saharan Africa, 
Social Science and Medicine, 34:5.



Preventing HIV Transmission in
Thailand

In Asia the level of HIV infection has lagged behind that of other 
regions, but in Thailand, and perhaps elsewhere, the HIV epidemic has 
now 'taken-off. Projections of HIV infection have strongly indicated 
that transmission rates are faster   once a pool of infection is 
established   in societies, like Thailand, where a few people, 
particularly prostitutes, have very many partners, than in societies 
 where large numbers of people have a few partners. The very large 
Thai commercial sex industry and needle/syringe sharing among 
injecting drug users provide a fertile context for the rapid transmission 
of HIV. The existence of a sex-oriented tourist trade from the more 
affluent countries in the region also facilitates the spread of the virus 
internationally.

Although the greatest societal concern in 
Thailand has been for potential HIV 
transmission via female commercial sex 
workers (CSWs), initially the most 
dramatic rates of infection were 
detected among injecting drug users. In 
September 1988 43% of a random sample 
of injecting drug users attending drug 
treatment centres in Bangkok were diag­ 
nosed HIV seropositive. Thailand has a 
long history of opiate consumption, which 
has largely switched from opium smoking 
to heroin injecting over the past two 
decades or so.

The large scale of the commercial sex 
industry   catering mainly to local de­ 
mand   is inherently related to the 
cultural double standard for men and 
women. A line is clearly drawn between 
'respectable' women who are expected to

preserve their pre-marital virginity and 
prostitutes to whom recourse is taken by 
males for both pre- and extra-marital sex.

The Thai commercial sex industry spans 
a wide diversity of institutions, including 
'call girl' agencies, executive clubs, 'Go- 
Go' bars, coffee shops/tea houses, broth­ 
els, 'streetwalkers' and even mobile CSWs 
catering for rural market fairs. HIV sero- 
logical surveys have indicated rising levels 
of infection, particularly in low income 
brothels. High incidence was recorded first 
in the Northern region (Chiang Mai and 
Chiang Rai) and latterly in other parts of 
the country.

The Siriraj Family Health Research Cen­ 
ter, in collaboration with the Institute of 
Population Studies, University of Exeter, 
has investigated HIV seroprevalence and 
the psycho-social factors influencing con­

dom use in a (high income) massage 
parlour and a (low income) brothel in 
Bangkok. The preliminary findings indi­ 
cate less than 2% HIV seroprevalence in 
the massage parlour, but substantially 
higher levels of infection in the brothel. 
Whilst one quarter of massage parlour 
CSWs had engaged in unprotected inter­ 
course at least once in the last week, twice 
as many of the brothel CSWs had done so. 
In both places condom use was not linked 
to level of knowledge about HIV/AIDS 
(which was low), but to a positive attitude 
to consistent condom use in general. In the 
brothel practically all of the CSWs had 
engaged in unprotected intercourse with 
customers at some time.

There was virtually no evidence of 
CSWs being able to persuade non-compli­ 
ant customers to use condoms. The crucial 
point seems to be that the Bangkok CSWs 
have, at present, no choice but on occa­ 
sion to accept unprotected intercourse 
with customers. The clear implication is 
that a '100% condom use in the commer­ 
cial sex industry' policy has to be speedily 
and effectively implemented, to provide 
the institutional support needed for CSWs 
to protect themselves.

Contact: Dr. Nicholas Ford, Institute of Popula­ 
tion Studies, Hoopern House, 101 Pennsylvania 
Road, Exeter, EX4 6DT, Tel. 0392 57936, Fax. 
0392 263801 Publications: Ford, N.J. and Koet- 
sawang, S. (1991), 'The Socio-Cultural Context 
of HIV Transmission in Thailand' Social Science 
and Medicine vol 33, no 4, and (1991), 'Condom 
Use in a Thai Massage Parlour', IPPFMedical 
Bulletin vol 25, no 6.
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munities. An AIDS-poverty circle looms, 
where economic hardship and poverty 
fuel the AIDS epidemic and the epidemic 
negatively affects the developmental po­ 
tential of individuals and countries. It may 
not be by chance that the African countries 
hardest hit by AIDS are those which have 
already gone through a decade of eco­ 
nomic and political chaos and decline in 
living conditions and social services.

What are the implications of all this? 
First, economic growth is an important 
tool to counteract the AIDS-poverty circle. 
It will require strong political will in 
governments and agencies to recognise 
that, since AIDS is only one of numerous 
major economic and health problems, very 
large shares of available resources should 
not be diverted towards the AIDS problem.

Nevertheless, prompt action is vitally 
important. There are convincing argu­

ments that the sooner effective AIDS 
control measures are implemented, the 
greater will be the effect on the overall 
magnitude of the epidemic and the more 
manageable its socio-economic impact. In 
the absence of curative treatment or 
vaccines, AIDS control approaches will 
have to be based on behavioural change 
strategies and control of sexually transmit­ 
ted diseases.

Commonsense pro-active approaches 
are needed. The distribution of HIV 
infection within countries is very uneven. 
Measures have to be area and culture 
specific, and tailored to groups or parts of 
countries rather than to countries as a 
whole. A group of particular importance 
are women, among other reasons for their 
vital role in the household and its econ­ 
omy. Available means of protection are 
often in conflict with cultural values 
making it extremely hard for women to

protect themselves.
Finally, mechanisms must be put in 

place to alleviate the physical and emo­ 
tional suffering of individuals and the 
effect on families, for example, the care 
of orphans. In developing countries with 
high seroprevalence rates this burden will 
often fall upon communities, but NGOs 
could play a major role in enhancing the 
coping capacity of communities. In some 
areas of developing countries support for 
changes in agricultural production meth­ 
ods may also be necessary to reduce 
labour demands. And in populations with 
high rates of infection among white collar 
and skilled workers, the timely education 
of replacements will be essential.

Dr Daan W. Mulder, Head, MRC (UK)/ 
ODA Programme on AIDS in Uganda, c/o 
Uganda Virus Research Institute, PO Box 
49, Entebbe, Uganda.
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Trade Policies Today
The world economy is in a sorry state, and rife with uncertainties. 
Economic growth has seldom been more sluggish; unemployment is 
widespread; near chaos reigns in Russia and Eastern Europe; competi­ 
tion for concessionary finance has never been greater; the Uruguay 
Round of trade negotiations staggers from one impasse to another.

If the Uruguay Round fails, the world 
economy would not collapse but it would 
certainly be worse off. Protection would 
increase, business confidence would fall 
further and some developing countries, 
moving tentatively towards trade liberali­ 
sation, could recoil into their protective 
shells; the world recession would be 
prolonged.

For developing countries to choose 
outward-looking policies over inward 
ones in these circumstances takes great 
courage. In earlier GATT negotiating 
rounds most developing countries were 
conspicuous by their absence. But from 
the start of the Uruguay Round they seem 
to have realised that much is at stake in 
these negotiations in terms of greater 
market access for their exports, in preserv­ 
ing a rule-based, multilateral trading sys­ 
tem and in defending their interests in the 
new issues of trade in services, intellectual 
property (TRIPs) and trade related invest­ 
ment measures (TRIMs). They have partici­ 
pated actively and to good effect, to judge 
by the draft settlements on a number of 
issues such as textiles, tropical products, 
services and TRIMs.

Their involvement has certainly also 
affected the direction and volume of 
economic research. The Uruguay Round 
discussions have been better informed by 
economic analysis and econometric re­ 
search than any other set of international 
negotiations. Issues have been clarified, 
economic interests identified, new meas­ 
ures of the costs of intervention, such as 
producer subsidy equivalents (PSEs), de­ 
veloped and the likely effects of changes 
in protection and subsidies quantified. 
One example is the avalanche of articles 
on trade in services, an area previously 
neglected by most economists. Liberalisa­ 
tion of trade in financial services, accord­ 
ing to Ryan, might provide opportunities 
for the NICs, but other developing coun­ 
tries are likely to find this a difficult field

to enter without a protected home market. 
Another is the burgeoning of computable 
general equilibrium models to capture and 
measure the complex responses to 
changes in commercial policies. Page et 
al. draw on several such models in 
assessing the effects on the developing 
countries of what they judge to be the 
likely outcome of a moderately successful 
Uruguay Round.

The gains and losses reflect differences 
in trading structures which characterise 
different groups and regions. Reform of 
the Multi Fibre Arrangement brings large 
gains to Asian countries who dominate 
textile exports, but all regions do gain. 
That conclusion is reinforced by Moore's 
detailed study. In agriculture the net gains 
to developing countries together are zero 
  significantly positive for several coun­ 
tries in Latin America, but negative for 
much of Africa. Effects in other areas are 
too difficult to quantify, but are generally 
likely to benefit developing countries. 
Increases in world income resulting from 
more efficient resource allocation and the 
macroeconomic gains from increased con­ 
fidence in new business investment will 
bring them further gains. But in one area, 
TRIMs, according to Balasubramanyam, 
developing countries may have had good 
reasons for resisting industrial countries' 
proposals.

The European Community's rapid 
moves to complete the Single European 
Market have also triggered much research. 
Davenport and Page, in another ODI 
study, deduce small potential trade gains 
for developing countries. But they also 
point up serious risks of investment 
diverted to Eastern Europe, of raised 
standards and of other threatened barriers 
to EC imports arising from the dislocation 
of structural adjustments within Europe. 
One reason for continued resistance to 
further trade liberalisation on the part of 
Continued on page 4 column 2
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Trade Liberalisation in Financial
Services

The bargaining positions taken by some of the parties to the GATT 
negotiations on financial services are puzzling. Why have the US and 
Europe been keen on liberalisation when Japan has been increasing its 
share of world financial assets so extremely fast? And why have the 
most successful developing countries, Korea, Singapore and the other 
NICs, with aggregate savings rates rivalling Japan's, been hesitant when 
their own financial services industries are so small and these services 
are vital for economic growth and trade?

The rapid rise of Japanese banks' share of 
world assets from parity with the USA in 
1984 to more than double the US level a 
mere three years later is frequently attrib­ 
uted to Japan's very high aggregate savings 
rate. By contrast, the growth of the US 
international banking sector during the 
late 1960s is thought to have come about 
as US banks sought funds abroad for US 
borrowers. Domestic regulations held 
down rates payable to depositors and 
limited the funds banks could raise locally. 
These factors explain only why Japan 
should be a net lender and the USA a net 
borrower of funds   not in international 
financial intermediation.

Two possible explanations for compara­ 
tive advantage in this field are simple

factor endowments (particularly capital) 
and increasing returns to scale. However, 
since capital is extremely mobile in this 
market and evidence of returns to scale is 
weak, neither argument is satisfactory in 
this case. The situation is better explained 
by regulatory patterns. Japan's prudential 
regulations on banks have been compara­ 
tively lax, allowing Japanese banks to hold 
proportionally lower amounts of low or 
zero interest domestic assets and to gain a 
competitive advantage by operating on 
low margins; the US decline is similarly 
attributable to the costs of domestic bank 
regulations. The harmonisation of regula­ 
tions, whether under the auspices of the 
Bank of International Settlements or the 
GATT, ought to remove these anomalies.
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The reasons for the reluctance of the 
developing countries to liberalise lie else­ 
where in the specific factor endowments 
needed to trade competitively. Interna­ 
tional financial services are intensive users 
of skilled labour. The NICs do have highly 
educated populations. But 'learning by 
doing' may be a more important factor 
than human capital per se. Past regulatory 
practices have underwritten long periods 
of corporate 'learning by doing' by existing 
market leaders. Countries not presently 
active in this field would have consider­ 
able difficulty entering and building up a 
competitive position if trade were liberal­ 
ised.

Thus, the US and European banks 
perceive that harmonisation of regulations 
and freer trade will constrain Japan. They 
also believe that the high initial manpower 
requirements and long learning curve 
remove any threat of competition from the 
developing countries and will serve to 
entrench the position of the industrialised 
countries indefinitely in this sector.

Contact: Dr. Gillian Ryan, Department of Eco­ 
nomics, University of Birmingham, Edgbaston, 
B15 2TT, Tel.(021) 414 6645, Fax.(021) 414 
6630. Publication: Ryan, C. (1990), Trade 
Liberalisation and Financial Services', in The 
World Economy, 13 (3)

International Trade in Textiles and
Clothing

Current international trade flows in cloth­ 
ing and textiles are not consistent with 
production cost differentials between de­ 
veloped and developing countries. In 
particular, West Germany and Italy, much 
higher cost producers than the developing 
countries and than other European coun­ 
tries such as Portugal, are both net 
exporters of textiles, and Italy is a net 
exporter and Germany only a small net 
importer of clothing. This can be ex­ 
plained partly by these countries' speciali­ 
sation in certain types of textiles (Italy in 
wool, Germany in synthetics), But it is 
mainly due to marked imbalances in 
regional trade.

Within the framework of the Multi Fibre 
Arrangement (MFA), the West European 
countries, USA and other industrialised 
countries   with the exception of Japan 
  have negotiated a series of separate 
systems of quotas and restraints on imports 
from developing countries. As the table 
suggests, the EC's arrangements have been 
the most discriminatory. Only 21% of 
European textile imports and 38% of 
clothing imports come from developing 
countries. By contrast, the USA and Japan 
obtain respectively 51% and 67% of im­

ports of textiles and 87% and 84% of 
imports of clothing from developing coun­ 
tries. At the same time, most barriers to 
trade within the EC have been removed 
and Italy and Germany have become the 
dominant suppliers.

Distribution of industrialised countries' 
imports of textiles and clothing by region,

1988
Origin of Imports (%) 

West N Japan Deu'g 
Europe America Cos 

Textiles
W. Europe 79 3 16 
USA 31 6 11 51 
Japan 26 7 - 67 
Clothing
W. Europe 62 1 33 
USA 10 1 1 87 
Japan 13 3 - 84

Confirmation of protection in the Euro­ 
pean clothing market is given by the sums 
paid by producers in developing countries 
for market access. In most developing 
countries MFA quota export licenses are 
allocated by government, but in Hong 
Kong, they are sold by auction. Producers

paid up to 26% of the export price for 
product-specific quotas to European mar­ 
kets in 1988.

Phasing out of the MFA, particularly its 
European version, is long overdue. Its 
suspension would lead to greater imports 
of natural fibre textiles and of some, but 
not all, items of clothing from developing 
countries. Although production of clothing 
is likely to remain labour intensive (despite 
the technical possibilities of automation 
of production), because retail chains ask 
for short runs of high fashion items, high 
quality standards often cannot be met by 
the lowest labour cost countries without 
technical assistance. Wage levels have 
been rising rapidly in those countries 
which have attained such standards and 
had strong export performance to date. 
Wages are already higher in Taiwan, South 
Korea and Hong Kong, than in Turkey and 
Portugal. This suggests that industrialised 
countries will not necessarily lose aggre­ 
gate market share in clothing. It may help 
explain the relaxation of the stand for the 
MFA in the Uruguay Round.

Contact: Lynden Moore, Faculty of Social and 
Economic Studies, University of Manchester, 
Manchester M13 9PL, Tel.(06l) 275 4822, Fax. 
(061) 275 4023. Publications: Lynden Moore 
(1991), 'International trade in textiles and 
clothing' Journal of the Textile Institute, Vol 82 
No 2.
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How will the GATT Settlement affect 
Developing Countries?

For the first time developing countries have participated in force in 
multilateral trade negotiations. In the Uruguay Round of the GATT, they 
had clear objectives for their agricultural, textile and clothing exports, 
and some wanted to protect their positions in services, intellectual 
property, and laws affecting foreign investment. Their moves to 
liberalise their own trade had also increased their interest hi 
strengthening a rules-based international trading system. As the 
negotiations end, an ODI study has examined how the likely outcome 
will affect them.

In the traditional GATT subjects, especially 
tariffs on manufactures other than textiles 
and clothing, and in traditional primary 
commodity exports, there is little left for 
any country to gain because barriers have 
come down so far already, and the Round 
will not reduce tariff escalation. Changes 
will come mainly from adjustments in 
relative preferences. Average effects will 
be small. The important effects come in 
those agricultural products which compete 
with subsidised and protected EC, US and 
Japanese agriculture and from the disman­ 
tling of the Multi-Fibre Arrangement. For 
exporters of these products, higher vol­ 
umes (and, in agriculture at least, prices)

Round gain most.
The estimates look low for two reasons. 

They make no explicit allowance for the 
increase in -world income, and therefore 
trade by all countries, which is the 
objective behind trade liberalisation. This 
will be positive. Similarly, the increased 
transparency arid enforceabilityof trade 
rules ought to be beneficial to developing 
countries. GATI's new Trade Policy Re­ 
view Mechanism, already producing in­ 
formed analysis of countries' trade re­ 
gimes, is an achievement. The study also 
identifies potential hazards. The agricul­ 
tural and MFA agreements will be staged, 
with the most valuable benefits at the end,

Summary of Quantifiable Uruguay Round Effects on Developing 
Countries by Region (% exports)

Total
Asia
America
Africa
ACP

Tropical 
prodn 

0
0

0.2
-0.1
-0.2

Temperate 
agriculture 

0
0

0.3
-0.2

0

Textiles 
& clothing 

2.9
3.6
0.9
1.5
09

Tariffs" 

-0.1
-0.1
0.1

-0.7
-1.1

Total

2.8 
3.5 
1.5
0.5 

-1.3
including tariff cuts by Asian 'NICs'

will provide some significant benefits. 
Some food importers will have higher 
costs, but these will be low relative to total 
trade. For developing countries as a group 
these should be outweighed by the gains. 
The table summarises the results. Taking 
the most favourable assumptions about 
liberalisation and supply responses raises 
the average static gain from 3% to 6%; low 
estimates give 1%.

The distribution of the benefits among 
products means that gains go mainly to 
Asia (clothing exports, with some gains 
also from other tariff reductions), second 
to Latin America (food exports), and least 
to Africa (few relevant exports, food 
importer, potential loser on trade prefer­ 
ence erosion). This skewed distribution 
of benefits calls for other measures of 
support for the losers. But an important 
finding is that those countries which have 
participated most actively in the Uruguay

vulnerable to political pressures in power­ 
ful trading partners. 'Binding' non-tariff 
trade policies, and extending the tradi­ 
tional GATT 'binding' of tariffs for coun­ 
tries still at early stages in development 
may tie countries' strategies in ways that 
future regimes will find restrictive.

The current procedure of Negotiating 
Rounds almost broke down in 1990-1 
under the strain of being extended to 15 
subjects and 108 countries. A more perma­ 
nent system of administering and adjusting 
trade rules, with a stronger international 
trade organisation, is needed.

Contact: Sheila Page, Overseas Development 
Institute, Regent's College, Inner Circle, Re­ 
gent's Park, London, NW1 4NS, Tel.(071) 487 
7413, Fax.(071)487 7590. Publication: Sheila 
Page, Michael Davenport and Adrian Hewitt, 
(1991), The GATT Uruguay Round: Effects on 
Developing Countries. ODI Special Report.
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Europe: 1992 and the 
Developing World

Building models of the impact of 1992 is 
in fashion. Even so, little attention has 
been paid to the impact the Single Euro­ 
pean Market programme will have on the 
developing countries.

It is difficult to quantify the effects in 
view of the many complex and often 
interrelated channels through which 1992 
will affect real merchandise trade flows, 
the terms of trade, trade in services, foreign 
direct investment (FDI) and so forth. 
Moreover, a number of assumptions are 
required. The most important concerns the 
impact of 1992 on the Community econ­ 
omy itself, still an area of considerable 
controversy, which is crucial to the devel­ 
oping countries.

The Commission's own studies estimate 
that aggregate GDP in the EC will probably 
increase by about 5%. On this basis we 
calculate trade gains (creation, diversion 
and terms of trade) to the developing 
countries of 3.7bn ecu. There would be 
some additional gains from the elimination 
of bilateral trading regimes between EC

states and individual developing countries 
(particularly important in horticultural 
goods, bananas and textiles and clothing), 
and of EC excise taxes on tropical bever­ 
ages and from more trade in services. All 
in all, the quantifiable gains come to less 
than 7bn ecu in total, about 6% of current 
developing country exports to the EC. 
(The distribution of these gains will how­ 
ever vary considerably among different 
developing countries.)

It is possible that the uiiquantiflable 
effects could be much more important. 
These include the diversion of FDI from 
the developing countries to the EC to take 
advantage of easier intra-Community trade 
and higher standards might be applied to 
imports into the EC, particularly on plants 
and cut flowers (a new growth sector), fish 
and meat. But the threat of a protectionist 
'Fortress Europe' comes mainly from the 
tendency to look for foreign scapegoats 
to adjustment problems arising from struc­ 
tural change. Regional and sectoral dislo­ 
cations will occur well beyond January 
1st, 1993, and, with them, pressures to 
adopt 'administrative' measures, anti­ 
dumping actions, voluntary export re­ 
straints and so forth, against 'unfair' (i.e.

competitive) imports. The developing 
countries are vulnerable to such neo- 
protection because the least able to 
threaten retaliation.

Already 1992 has had identifiable effects 
within the Uruguay Round, pushing nego­ 
tiations into new areas, such as services, 
with technical standards a candidate for 
the future. But for the developing coun­ 
tries there are dangers, in particular the 
threat to multilateralism. Within the con­ 
text of 1992, the EC has realised hitherto 
unexploited power to negotiate bilaterally 
(e.g. with Japan over cars). With the 
emphasis placed by the US on bilateral 
'crowbar' liberalisation, this could, espe­ 
cially if the Uruguay Round were to break 
down, weaken the influence of the GATT 
and the important safeguards it affords to 
the trading interests of the developing 
countries.

Contact: Michael Davenport, Overseas Devel­ 
opment Institute, Regent's College, Inner Circle, 
Regent's Park, London, NW1 4NS.Tel. 071 487 
7413 Fax. 071 487 7590. Publication: M. 
Davenport with S. Page (1991), Europe: 1992 
and the Developing World, ODI.
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Wood, A (1991) How much"! 
does trade with the South affect workers trfj 
the North?' The World Bank Research -;| 
Observer, Vol 6 No 1; (1991) North-South 3 
trade and female labour in manufacturing: | 
an asymmetry' Journal of Development | 
Studies, :Vol 27 No 2. 'The factor content of; 
North-South trade in manufactures recon- » 
sideKd':WeltwirtscKaftliches Archiv Vol 127 
no 4.
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the developed countries is highlighted by 
Wood's research. Trade with developing 
countries displaces unskilled workers and 
creates jobs in technology-intensive indus­ 
tries. In the past, economists have stressed 
how small is the labour displacement 
attributable to imports from developing 
countries, as compared, for example, with 
technological progress while popular 
opinion has gone to the opposite extreme.

Wood finds that truth lies between. Such 
increased trade does displace significant 
numbers of workers and lowers the real 
wage of unskilled labour. This finding 
does not strengthen the case for protection, 
which remains the worst possible re­ 
sponse - the most harmful for the South 
and the most costly for the North.

Alasdair MacBean, 
University of Lancaster
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Democratising Development
Northern-based NGOs are reorienting themselves towards influencing 
key aspects of the development process rather than seeking to control 
micro-development projects from beginning to end. They are having 
first to change then- strategy towards the State.

They have three choices. They can oppose 
the State, complement it or reform it but 
they cannot ignore it.

Opposing the State means using all 
available channels to frustrate any govern­ 
ment plan -which is negative for the poor. 
It may entail organising protests, using the 
law courts, joining forces with the political 
opposition or popular movements or 
making widespread use of the media.

NGOs can oppose,
complement or reform the

State but they cannot
ignore it

Complementing the State means filling 
gaps in government services. For example, 
in Eastern Zambia Oxfam provided vehi­ 
cles (mainly bicycles) and training for 
government primary health care workers. 
Also in Zambia nutrition groups have 
imposed some accountability on the health 
service making it more relevant to the 
poor and more democratic. Reforming 
the State entails collaboration with govern­ 
ment departments to help them improve 
the services they provide. The NGO does 
not take responsibility for service delivery 
but helps to strengthen existing systems. 
In Karnataka, India, an NGO consortium 
assembled evidence on the failings of a 
government-implemented social forestry 
programme and persuaded the foreign 
funders as well as many local officials of 
the need to make changes.

The degree to which NGOs choose to 
and are able to influence governments 
depends on the local State regime. In 
military and other dictatorships, NGOs are 
likely to side with   or be   the political 
opposition, although there may be some 
scope for collaboration with 'good' depart­ 
ments. In other single-party states, the 
government may have an overall pro-poor

development approach, but -with serious 
blind spots e.g. on human rights, gender 
and environmental issues. NGOs can play 
an important role in such situations, 
supportive but constructively critical. In 
liberal democracies, NGOs may collabo­ 
rate with government on some program­ 
mes, challenging it in others. An NGO 
might find central government sympa­ 
thetic but local government officials hos­ 
tile. Or it might even be endorsed by the 
State, which can bring problems to NGOs 
jealous of their independence and lines of 
access to foreign donors.

In all cases, however, there is scope for 
NGOs to have some interaction with 
government and 'scale up' their activities. 
There are alternative methods available: 
NGOs can aim at project replication 
(help in the mounting of other NGO and 
official programmes); building grass­ 
roots movements; influencing reform in 
government and official aid agencies' 
policy and practices; and international 
advocacy (building coalitions of northern 
and southern NGOs to raise public aware­ 
ness and to lobby for reform).

In their new 'influencing' mode, NGOs 
from the north need also to reconsider 
their relationship with those from the 
south. Access to official information and 
to decision-makers and networks, skills of 
communication, lobbying and research are 
becoming more important to southern 
NGOs than funds. Northern NGOs which 
cannot offer 'software' appropriate to the 
'information age' may find their erstwhile 
partners seeking out new allies, such as 
environment pressure groups of the north.

Contact: John Clark, Development Policy Advi­ 
sor, Oxfam, 274 Banbury Road, Oxford, OX2 
7DZ, Tel. (0865) 312317, Fax. (0865) 312600, 
Telex 83610 OXFAM G. Publications-. Clark, J. 
(1991), Democratizing Development: the Role 
of Voluntary Organizations, Earthscan, London 
and Kumarian Press, West Hartford, USA.

Global Integration
and Social

Democracy
The world is moving in the direc- \ 
tion of a single market   
preeminently in capital, but also 
(despite continuing protection- \ 
ism) in goods and services, and 
in technology and skills. The value 
of international transactions has 
vastly expanded in all these di­ 
mensions since the second world 
war. In the developing world, 
although reform packages under 
structural adjustment vary in their: 
pattern and depth by country and 
region, overall they have rein­ 
forced economic liberalisation 1 
and added to the globalisation of j 
the economy. g 
Global integration of economic activity f 
goes along with a tendency towards :| 
convergence of policies in such fields as .U 
taxation and social security and welfare, '" 
to norms set by the major economic I 
powers. There is increased competition tol 
attract foreign capital and technology; andi 
continuing reinforcement of the power j 
and influence of multinational enterprises,:: 
international financial institutions and - :i 
large industrial countries. All these forces n 
act to undermine developing country % 
governments' control over domestic social! 
and economic policy. 'i 

At the same time, the imperatives of I 
social policy have become more pressing. ••> 
Income and wealth inequalities have been:;i 
intensified nationally and internationally. ] 
in industrialised as well as poor countries.

Continued on page 4\
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NGOs and the State in Bangladesh:
a case study of the Land Reform

Programme
In 1984, the Bangladesh government promulgated a Land Reform 
Ordinance for the distribution of government-owned land among the 
functionally landless. Late in 1986, it asked NGOs to assist in 
programme implementation. Initially, those involved were all large, 
nationally-recognisedagencies based in Dhaka, although the NGO Land 
Reform Coordination Council they established later included local and 
regional NGOs among its 60 members.

A lack of resources in the Land Ministry 
was identified as the main constraint to 
progress and a Land Reform Cell was set 
up in the Ministry with NGO funding, 
staffing and support. Its first task was to 
draw up a policy document for implemen­ 
tation of the programme. Among other 
measures this provided for Land Distribu­ 
tion Committees at local government level 
with NGO and landless representatives. 
Thus, two layers of NGO-government 
cooperation were established  centrally 
in the Land Reform Cell, and in the field, 
with NGO membership of local commit­ 
tees.

Official records stated that 40% of the 
available land was distributed within two 
years. However, an evaluation identified 
numerous irregularities in procedures. 
Many applicants were not given receipts 
for applications, few of those who re­ 
ceived an allocation of land on paper 
actually got physical possession, and 
hardly any managed to complete full land 
registration. Poor applicants were har­ 
assed and land was misallocated.

On the government side, top-level 
authorities instigated the venture but the 
local government officials charged with 
implementation were neither motivated 
nor ready with the required skill, experi­ 
ence or manpower. Staff were frequently 
transferred and were poorly trained, su­

pervised and monitored by district and 
central government officials. Decision- 
making in the Land Distribution Commit­ 
tees -was dominated by the local Council 
Chairmen and village leaders.

Neither could the NGOs locally assist. 
Although there was good NGO-State co­ 
operation at the centre, cooperation in the 
field was undermined by the traditional 
antagonism between NGO leaders and the 
village elites which dominated local gov­ 
ernment, although well-established local 
NGO representatives had more influence 
than branch representatives of national 
agencies. Insufficient coordination within 
the NGO community meant that abuses 
identified locally by NGO representatives 
were not fed up to the Ministry via the 
Coordination Council, as intended.

There are lessons here for other centre- 
led attempts involving NGO-government 
coordination. Poverty-focused program­ 
mes must be fully cognisant of prevailing 
local power structures if they are to have 
any impact.

Contact: Bangladesh Desk, Oxfam, Oxford, 
0X2 7DZ, Tel. 0865 311311, Fax. 0865 312600 
Publications: S.M. Mahfuzur Rahman, M. Ne- 
yamat All, Reza Shamsur Rahman (1991), 
'Evaluation of Khasland Distribution Pro­ 
gramme of the Government in cooperation with 
NGO Coordination Council', Dhaka, March.

Evaluating the impact of NGOs
As part of an ongoing series of sixteen in-depth evaluations of the 
impact of NGO rural poverty alleviation programmes focused on credit, 
income generation and skills training, researchers at the ODI have 
been devising simple but effective methods of participatory evaluation 
for use by NGOs. These methods were developed in collaboration with 
local NGOs during the course of fieldwork in Bangladesh, India, Uganda 
and Zimbabwe, within a flexible framework which provided common 
parameters for the in-country evaluation work.

The approach rests on two basic premises. 
The first is that in view of the limited 
availability of quantifiable data for most 
NGO projects, the point of departure for the 
evaluations should be the degree of consen­ 
sus that exists between evaluators, the NGO 
and project participants over the extent to 
which the overall objectives have been

achieved. The second is that the indicators 
used to determine project impact derive from 
the ways in which the intended beneficiaries 
perceive change to have taken place, both 
economic and social. Data gathered from 
interviews with grassroots organisations, 
focus groups and individuals provide a rich 

Continued on page 3

NGOs in Technology
Development and

Dissemination
This research is exploring cases of collabo­ 
ration between NGOs and governments 
in developing and disseminating agricul­ 
tural techniques relevant to the needs of 
the rural poor in 20 countries in Asia, Africa 
and South America.

In Bangladesh, four NGOs have com­ 
piled information on their activities: BRAC, 
on irrigation and poultry; Proshika, on 
social forestry and livestock; Friends in 
Village Development Bangladesh 
(FIVDB), on duck rearing; and Mennonite 
Central Committee, on new crop variety 
development. They illustrate the variety 
of contexts in which collaboration has 
occurred and highlight factors which have 
either facilitated or undermined the ven­ 
tures.

The most successful collaborations have 
been based on improving service delivery 
of scarce state-controlled inputs (e.g. vac­ 
cines). But they have tended to be 
small-scale and local, often based on 
relationships between key individuals; the 
potential for training has often not been 
followed up by government. By contrast, 
relationships centred on people's access 
to common property resources, such as 
forest lands, have been less successful 
since they threaten vested interests.

Examples of complementary work be­ 
tween NGOs and government are rare. 
This seems to be partly because of 
contradictory views on technology devel­ 
opment. Should NGOs develop technolo­ 
gies and governments replicate, or vice 
versa?

FIVDB's experience perhaps represents 
grounds for future collaboration. FIVDB 
has pioneered duck rearing in Bangladesh 
as an income-generating activity for poor 
women and has imported new varieties 
and established a hatchery.

The NGOs' distinctive contribution has 
been in identifying the landless as partners 
in research and development and focusing 
on technology development relevant to 
the needs of low income people. They 
have also developed new forms of owner­ 
ship of technology. There is no single 
model for collaboration; its form varies 
with the aims and scale of the NGO and 
with the state agencies involved. The 
fundamental challenge is for NGOs to try 
and influence the public sector research 
agenda further towards the needs of the 
rural poor.

Contact: David Lewis, Research Associate, 
Agricultural Research and Extension Network, 
Overseas Development Institute, Regent's Col­ 
lege, Inner Circle, Regent's Park, London, NW1 
4NS, Tel. 071 487 7413, Fax. 071 487 7590.



Local Institutions for Watershed 
Management

A watershed management approach is being tried out in India which 
involves villagers in lengthy participatory appraisal and planning 
before any commitment is made to spend resources. Comparisons of 
the programme (Aga Khan Rural Support Programme in Gujerat) with 
control villages come out strongly in its favour.

credit programmes and pooled marketing 
of produce to get better prices. In other 
projects investments were only made in 
the physical infrastructure. 
Sustainability. Environment sustainability 
has increased due to prevention of soil 
loss. Productivity increases have been 
sustained for a longer period of time. 
Investment by farmers on their land has 
increased by more than 50%. Financial 
institutions consider the farmers in these 
programmes more creditworthy than other 
farmers. The extent of out-migration has 
significantly decreased. 
Developing local capacity and scaling up. 
Community managed programmes are 
managed by a cadre of village extension 
volunteers and village institution function­ 
aries working in teams in diverse areas of 
village resource appraisal, planning, wa­ 
tershed management, dryland farming, 
forestry, credit, marketing, monitoring and 
evaluation. They are now taking responsi­ 
bility for rapid scaling up of the pro­ 
gramme, e.g. by giving technical assistance 
to newly joining villages.

The nature of support provided to the 
community is the most significant factor 
in the effectiveness of watershed manage­ 
ment. There is a strong case for the support 
institution spending a lot of time (2-3 
years) at the beginning of its interaction 
with the community in participatory ap­ 
praisal and planning and in helping to 
build a strong village institution.

The major findings are: 
Investments in the watershed. Investments 
in participatory programmes by the com­ 
munity are more than half of the total cost 
while the community contributes hardly 
2% of the costs in other programmes in a 
similar area.
Unit cost of the watershed. The unit cost 
of watershed development was Rs 1340 
per hectare for village planned program­ 
mes compared to Rs 3000 to 7000 per 
hectare for externally generated plans. 
Cost of the support institution infrastruc­ 
ture. The overhead costs of the support 
institution as a percentage of the total 
programme cost were 5% in the case of 
locally managed programmes compared 
to 29% for other programmes. 
Effectiveness of the support institution. The 
cost of preparing a treatment plan per acre 
fell from Rs 130 in case of externally 
prepared plans to Rs 10. This amount was 
in any case contributed by the community 
and the plans prepared by the local village 
cadre of para-professionals. 
Efficiency of the support institution. Each 
support professional was able to cover an 
area of 220 hectares in participatory 
programmes as compared to 40 hectares 
for other programmes. 
Productivity, income generation and prof­ 
itability. The participatory programmes 
resulted in significant income increases in 
a three year time frame, strengthened by 
capacity developed in the community to 
analyse, monitor impact and take deci­ 
sions based on the analysis. 
Multiplier effects. The village communities 
were able to save significant amounts from 
their income increases. They initiated

Contact: Parmesh Shah, Institute of Develop­ 
ment Studies, at the University of Sussex, 
Palmer, Brighton, BN1 9RE, Tel. (0273) 606261, 
Fax. (0273) 621202

Continued from page 2 

and detailed picture of impact, enabling one 
to highlight the contribution of factors 
external to the project to improved economic 
status and the distributional effects of tar­ 
geted interventions.

Such a method provides greater rigour 
than many existing NGO approaches to 
evaluation, but retains a degree of flexibil­ 
ity in its application. Unlike conventional 
project evaluation methods, the approach 
builds upon people's perceptions of 
change rather than starting out with 
prescriptive indicators devised externally. 
In view of the limited availability of 
baseline and longitudinal data, the ap­ 
proach has to rely on recall methods which

can generate imperfect or inaccurate infor­ 
mation, which makes it difficult to calcu­ 
late economic impact with any degree of 
precision. For the purpose of most NGOs, 
it offers a sufficiently rigorous approach 
which can be applied at a low cost and 
understood relatively easily.

Contact: Mark Robinson and Roger Riddell, 
Overseas Development Institute, Regent's Col­ 
lege, Inner Circle, Regent's Park, London, NW1 
4NS, Tel. 071 487 7413, Fax. 071 487 7590. 
Publications: Mark Robinson (1991), 'Participa­ 
tory Impact Evaluations: Reflections from the 
Field!', Forum Valutazione, No. 2, Rome. Roger 
Riddell (1991), 'Judging Success: Evaluating 
NGO Income-Generating Projects', Working 
Paper 37, ODI, May. Country studies published 
as Working Papers 49-52, October, 1991.

EDITORIAL
This issue of Development Research 
Insights reports selectively on the proceed­ 
ings of the annual conference of the 
Development Studies Association of the 
UK and Ireland held in Swansea from 11-13 
September, It focuses on research into the 
character of and possible changes to 
NGOs' methods of operation in develop­ 
ing countries.

The first piece is by Clark, who — taking 
as his starting point that NGOs on their own 
connqt provide an alternative develop- 
ispiliiisiaftiijpifee effective on a national 
scale — analyses actual and prospective 
NGO-state relations, and sees the need 
for NGOs to rethink their position,

Dharam Ghai, who gave the keynote 
address to the conference, proposes that 
developing country governments are find­ 
ing their powers to realise effective social 
policies emasculated by the globaiisation 
of markets. Might this motivate them to 
greater collaboration with NGOs, in view 
of the particular contribution that NGOs 
can make to de • ~-nt? They are 
usually held to .have : ,:>ecial ability to 
red(SM^r«|;jg[|igaiijtthe poor. The Oxfam 
study of : (dnel ottliSution in Bangladesh 
shows that they do not always succeed in 
this respect, whereas l©^|;;§xo:mining 
NGO-state interactiopiswfi^teulture more 
broadly, points out cqs^:|fiere NGOs 
have indeed been qijife^plf&cfive.

The Achilles heel of|^§|ilj&©rations — 
which NGOs increasjrj^|iif lifewledge — 
is their weakness to daJIIBsSiessment of 
performance. RobinsW:fp§qr!s on an 
attempt to develop an <§vqlu€rtion meth- 
odolonv .,>,;•': : i combines conventional 
econ^ ,... 3;\a and the social partici- 

emphas IGOs. 
describes an NGO 'o,.;; •..-,:• search' 

project in India wher«||$|Bp3fFicipatory 
process began at the beginning, preced­ 
ing design and even formulation of the 
project itself. The gesjqtjqr) periodwqs thus;
tiiisually long, 
b=«=»-'••• •• '"-H

••cause of the dearth' • 
c -'aiuations, partly because 
tne;~ ;..-.•• extends beyqn.fithe nar­ 
rowly economic, NGO pro|if(i|gS(p ;often 
p^feeived as typically makihg W$:mate- 
ficiSlfpWbution to individuals' welfare. As 
,q;|fi}prweight, many development 

i have supported small business 
'ammes (in which, of 
,iten involved), whose 

purpose is to increase incomes and em­ 
ployment and spread ownership of pro­ 
ductive assets. They seem likely to attract 
even more resources in futu|©j,q§||Q.rt; of.v 
Sapgeneral shift towards l^|liiKsee- 
tor,"Strangely enough, as Hrffev «y':>.- : . •-,. 
evaluative evidence on ft; •:•, 
of these projpllises has also t. ..'.- 
and, lqtterlgii(ll|Sfct to control -., ., ,. * 
he tS :;ffb|slt||prrheless to draw out some 
useful interim" operational guidelines.



SSE Promotion in Question
The rationale for small business development is that it raises incomes, 
boosts self-reliance and broadens participation in asset ownership. 
But there is uncertainty in the field about the best method of 
support, coupled  with particular concern about the cost effectiveness 
of current interventions.
There has been growing awareness since 
the 1970s that small scale enterprise (SSE) 
is integral to development. In the 1980s, 
governments turned to the private sector 
as a vehicle for growth, aid agencies 
established SSE programmes and a new 
breed of enterprise development expert 
was created. But a contrary perspective 
also took shape. It claimed that investment 
in SSEs could be a misuse of resources, to 
the extent that SSEs had a high failure rate, 
were not efficient users of capital and 
labour and often failed to increase output 
and absorb new labour. The empirical 
evidence on these matters is, however, 
very mixed.

The fact remains that SSEs constitute a 
large part of developing economies. What 
is the most effective way to promote them? 
Governments and agencies have been 
investing vast resources in 'supply side' 
measures, through a range of support 
agencies including credit schemes, mar­ 
keting organisations and industrial estates.

In reality such support, intended to be 
interactive and complementary, became 
enmeshed in a range of different institu­ 
tions, often run by people with little 
business experience and hidebound by 
restrictive legislation and bureaucratic pro­ 
cedures. Furthermore, support for SSEs 
became a missionary movement, confused 
by sentimentalism and with little regard 
for costs and benefits. Some evaluations 
even suggested that SSEs which had not 
received any support did better than those 
that had.

In reaction to these findings a 'minimal­ 
ist' perspective has emerged, favouring 
supply of credit   as the missing ingredi­ 
ent   but no other form of assistance. 
Training to develop 'entrepreneurial moti­ 
vation' has been singled out as the least 
effective measure.

Successful support programmes can be 
characterised in the first instance by what 
they lack: they are not run by any 
government institution, few foreign 'ex­

perts' are used and the temptation to grow 
large is resisted-Indigenous NGOs seem 
to be the best organisations to provide 
services appropriate to SSE needs. The 
ground rules for credit schemes are also 
becoming clear. They need to provide 
working capital, have a decentralised, 
local loan granting facility, charge interest 
rates high enough to cover transaction 
costs, have a sound institutional structure, 
handle a large volume of lending and 
ensure adequate repayment rates.

Dominating everything is the fact that it 
is the wider policy environment that holds 
the key. Government policy and bureau­ 
cratic constraints have greater influence 
on the viability of SSEs than any amount 
of finance, training or technical assistance. 
In many countries, policy towards the 
sector is also primarily driven by political 
considerations, specifically by discrimina­ 
tion along ethnic or racial lines to encour­ 
age some groups^ involvement in SSEs and 
the prohibition of others. The increasing 
politicisation of the enterprise develop­ 
ment process has meant that enterprise 
development specialists have to look 
beyond immediate economic factors if 
their programmes are to flourish.

Contact: John Hailey, Cranfield School of 
Management, Cranfield, Bedford, Tel. (0234) 
751122, Fax. (0234) 751806.

Continued from page 1

Increases in unemployment and in casual 
and part-time work, decline, stagnation or 
low increases in real wages (resulting in a 
diminishing share of national income 
going to labour) have contributed to 
declining living standards and impoverish­ 
ment of large sections of the population 
in countries round the world.

Moreover, democratisation is generating 
newly voiced demands for resources and 
services by different social groups. The 
upsurge of democracy, first in Latin Amer­ 
ica and Asia, then in Eastern and Central 
Europe and now increasingly in Africa and 
the Middle East, is the other key feature 
of our era.

Democratisation does not, however, 
pertain in the domain of policy making in 
the world market. The concentration of 
economic power has not been accompa­ 
nied by any corresponding shift in political

and social responsibilities. National gov­ 
ernments have social responsibilities and 
are politically accountable, but they lack 
power and resources to meet social aspira­ 
tions; while the major global players have 
the power and resources but lack social 
responsibility and political accountability 
to the peoples of the world.

The inability of states to respond to 
popular aspirations threatens to rob the 
democratic process of much of its social 
and economic content. Their incapacity 
to cope extends to other domains, such 
as environment, traffic in illicit drugs, 
spread of infectious diseases, organised 
crime and violence. Failure to resolve 
these problems may prove extremely 
disruptive and threatening to national 
consensus and social cohesion, for politi­ 
cal democratisation, despite its intrinsic 
value, allows the emergence of demagogic 
forces which may fan the flames of ethnic 
conflicts and religious fundamentalism if

aspirations for improved living standards 
are frustrated.

The importance of social cohesion to 
economic progress should not be underes­ 
timated. It has been central to the experi­ 
ence of countries as diverse as Austria, .. 
Germany, the Netherlands, Switzerland 
and the Nordic group in Europe, and 
Japan, Singapore, South Korea and Tai­ 
wan, Province of China, in Asia. It adds 
enormous impetus to the challenge which; 
we in development studies all face of 
seeking ways to narrow the global gap 
between power and accountability, re- I 
sources and responsibilities, in the inter-   
ests of the poor worldwide. : 
Contact: Dharam Ghai, Director, United Nations 
Research Institute for Social Development (UN- 
RISD), Palais des Nations, CH-1211 Geneva 10,? 
Switzerland, Tel. (41 22) 798 8400, Fax. (41 22); 
740 0791. Publications- Dharam Ghai, 'Struc- . 
tural Adjustment, Global Integration and Social 
Democracy', UNRISD Discussion Paper, forth­ 
coming. ;
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for policymakers

Structural Adjustment and the Poor
In an area where hard facts are in short supply, one thing is clear: 
adjustment programmes alter the distribution of income: shifting 
resources hi favour of tradeables; influencing product and factor prices 
and employment levels; squeezing government spending. They can 
also worsen poverty. The extent to which they do so will depend, inter 
alia, upon the economic characteristics of the poor   the extent to 
which they are integrated into the modern economy, their sources of 
income, whether they are based in the rural or urban economy. These 
characteristics will vary from country to country, which is why it is 
difficult to generalise about the effects of adjustment. One frequent 
outcome, however, is that the urban labour force, and its dependants, 
is particularly at risk   from job losses, subsidy cuts and erosion of 
social services. On the other hand, some of the rural poor stand to gain, 
especially if their livelihood is derived from export crops. In fact, and 
despite their potential dangers, it is easy to exaggerate the likely impact 
of adjustment programmes on the poor:
(1) The counterfactual is often ignored: further provides an opportunity for re- 
what would have happened to the welfare viewing economic policies in the round
of the poor in the absence of adjustment? 
Typically, programmes are adopted be­ 
cause the economy is in crisis. An involun­ 
tary adjustment holds greater poverty risks 
because the overall costs are greater.
(2) Evaluations of the effects of IMF and 
World Bank adjustment programmes point 
up how ineffectual they often are. Govern­ 
ments have proved adept at avoiding (or 
subverting) policies which they oppose, 
particularly in the fiscal area.
(3) The very plight of the poorest protects 
them from some of the adverse effects of 
adjustment measures. They do not have 
jobs to lose. They are not reached by 
subsidies or social services. They are so 
marginalised from the modern economy 
that they are largely recession-proofed 
(except in the sense that they may have 
to increase labour effort, to cover in­ 
creased prices of consumer goods). It is 
the not-quite-so-poor (as well as some of 
the rich) who are more at risk.

Moreover, while they may harm the 
vulnerable, adjustment programmes also 
have the potential to reduce poverty, at 
least in the longer term. This will happen 
if the programmes stabilise the economy 
in a sustained way, reducing inflation and 
easing foreign exchange constraints, and 
raise the efficiency of resource use. These 
results will encourage investment and 
stimulate the growth that is essential for 
tackling poverty in a poor economy. The 
adoption of an adjustment programme

and for consciously including anti-poverty 
provisions.

This assumes that governments give 
priority to protecting the poor   but 
government indifference is in many coun­ 
tries the largest problem. One difficulty 
here, as Norton argues, is the conflict 
between the distributional measures 
needed to sustain political support for 
adjustment measures   to placate rela­ 
tively powerful, usually urban-based 
groups   and measures to protect the 
poor   politically weak, usually rural- 
based.

Policies are available to reduce the risks 
to the poor, even in the short term. Stewart 
argues that increases in fiscal revenue are 
desirable and often attainable, and sum­ 
marises the ways in which government 
social expenditures can be modified to 
increase the welfare of the poor. However, 
all such anti-poverty measures are in some 
degree problematical, not least because 
of the difficulties that official agencies 
(indeed, even ngos) have in reaching the 
poorest. Seabright's research, for instance, 
indicates that credit schemes, often advo­ 
cated by ngos and official donors, may not 
be a good mechanism for direct relief of 
poverty in very poor communities.

As to the actual impact, Howell's work 
on African farmers demonstrates that, 
despite the complexity and mixed nature 
of the effects of adjustment policies on

Continued on page 4
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The Fiscal System,
Adjustment and the

Poor
Some countries undergoing adjust­ 
ment have found it unnecessary to cut 
government expenditure or to intro­ 
duce substantial cost recovery meas­ 
ures. Many were able to modify fiscal 
policy in ways helpful to the poor, by 
increasing revenue or by improving 
the share and character of social 
sector spending within the total, or 
both. Grouping adjusting countries 
according to the poverty impact of 
macro-economic and fiscal outcomes 
(see Table overleaf) shows that the 
majority of countries did not manage 
to bring about a developmentally be­ 
nign fiscal regime   but quite a 
number did do so, while reducing the 
budget deficit or keeping it wiuiin 
sustainable limits.

The first policy lesson is that there needs 
to be more emphasis, in general, on raising 
revenue rather than cutting expenditure. 
The ratio of tax revenue to GNP varies 
widely; the fiscal load is often much lower 
than it might be and can be raised. Ghana 
more than doubled its revenue share from 

Continued on page 2
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Summary experience with macro-choices in adjusting countries in the 1980s

Growth in per 
capita incomes 

Change in real 
government 
expenditure 
per head 
Expenditure ratio 
Tax ratio 
Budget deficit

Examples

reduced

Botswana 
Burkina Faso 
Mauritius
Colombia 
Indonesia 
S. Korea 
Sri Lanka

increased
and 

sustainable

Cameroon 
Turkey

reduced or 
sustainable

Argentina 
Chile 
Ghana 
Zimbabwe 
Costa Rica 
Jordan'

reduced +/-

large cuts in 
expenditure:

Liberia Gabon
Sierra Leone Zambia
Tanzania Philippines
El Salvador
Venezuela 

moderate cuts:
Kenya
Malawi
Dominican
Rep.

Uruguay

increased and 
unsustainable

Togo
Bolivia
Nicaragua
Brazil
Mali
Nigeria

Malaysia 
Morocco

6.9 percent in 1980 to 14.5 percent in 1987, 
and several other adjusting countries in 
Africa and Latin America have also suc­ 
ceeded in increasing revenue. However, 
adjustment tax reforms emphasise indirect 
taxes, which tend to be regressive. More 
attention needs to be paid to increasing 
direct taxation.

Second, the level of government expen­ 
diture need not be tied to GNP growth. 
During the 1980s, while some countries 
cut per capita expenditure despite GNP 
increases, some others with negative 
growth managed not only to raise the 
expenditure ratio but also to increase real 
expenditure per capita (Ghana, but also 
Bolivia, Costa Rica, Jordan, Zimbabwe). 
In this group, policy action helped offset 
the negative welfare impact of falling 
incomes during economic contraction.

Third, changes in the composition of 
expenditures can improve the welfare of 
the poor, whether or not total expenditure 
increases (of course the changes can be 
made more easily in a context of growth). 
Theory and evidence on the impact of 
different types of expenditures on the 
poor point to several clear guidelines:
  a ceiling should be set on interest 

payments on international debt to 
conserve funds for developmental ex­ 
penditures. The squeeze on the share 
of the social sectors in the budget in the 
1980s was largely due to a big rise in 
the share of interest payments.

  public funds should be reallocated 
across and within sectors towards areas 
with high social returns where a large 
share of those returns accrue to the 
poor. Data from Sri Lanka show that 
expenditure on social services bene­ 
fited the poorest 20 percent of the 
population the most while transport 
benefited them the least; expenditures 
on health, food and primary education 
were also quite progressive.

  public social services can be rational­

ised but a number of conditions must 
be met: financing of recurrent inputs 
must not be neglected; public sector 
wage cuts may be preferable to re­ 
duced employment, but wages must 
be high enough for efficiency; it is 
better, however, to support productive 
employment (eg. in efficient public 
works) than to maintain excess em­ 
ployment in the civil service; and 
targeting of programmes is best done 
by geography (poor areas) or by 
commodity (subsidising 'inferior foods' 
not consumed by the rich), to easily 
identifiable groups (pregnant women 
and young children), and in 'food for 
work' schemes (with real wages set low 
to attract only the really poor). Target­ 
ing is least effective through means 
testing and earmarking of individuals. 

  the privatisation of most social goods 
or the introduction of substantial user 
fees should be avoided, as this usually 
leads to harmful social differentiation 
and inadequate provision for the poor, 
quite apart from generating little net 
revenue to the service concerned (or 
even less if revenues are turned over 
to the finance ministry). 

All types of proposed expenditure 
should be classified as either: high priority 
for protecting the poor and promoting 
growth; low priority; or intermediate. Only 
in this way can the distribution of public 
expenditure cuts (or increases) be done 
rationally, rather than as the haphazard 
result of bureaucratic struggles.

Contact: Frances Stewart, Queen Elizabeth 
House, 21 St. Giles, Oxford, OX1 3LA, Tel. 0865 
273600, Fax. 0865 273607. Publications.- G A 
Cornia and F Stewart, 'The Fiscal System, 
Adjustment and the Poor' Centra Studi Luca 
d'Agliano   QEH Development Studies Work­ 
ing Paper No.29, 1990, and Innocenti Occa­ 
sional Paper no 11, International Child Develop­ 
ment Centre of UNICEF, Florence.

Compensation 
Programmes

A 'family' of social compensation pro­ 
grammes, multi-donor initiatives, 
 with the World Bank as coordinator, 
has been launched in Ghana 
(PAMSCAD), Bolivia (ESF), Uganda, 
Cameroon, Chad, and Malawi to date. 
Problems are becoming evident with 
their design.

Programmes are set up on the premise 
that certain 'poor and vulnerable groups' 
suffer acute, essentially temporary, prob­ 
lems under adjustment. Hence, time 
frames are short (two to three years). This 
generally cannot allow for institution- 
building components. But poverty allevia­ 
tion programmes require considerable 
institutional capacity   often very limited 
in adjusting countries. Poverty-alleviation 
measures also need to be integrated into 
a medium/long-term strategy; ad hoc 
institutional arrangements may draw off 
resources from other, potentially more 
effective interventions.

The practicality of the programmes is 
also at risk. Short time-frames for social 
action projects mean that many are likely 
to be unfinished at the end of the 
supposed funding period. And program­ 
mes often fail to take into account the 
likely slowness of donor response; donors 
are not able to use emergency contingency 
funds, the usual mechanism for rapid 
response. Programmes aim to broaden 
support for adjustment policy through, 
first, poverty alleviation and, second, en­ 
hancement of the political sustainability 
of adjustment policy. This was an explicit 
goal in Ghana where 'high visibility' was 
one of the PAMSCAD project selection 
criteria.

There is a clear trade-off between these 
potentially contradictory objectives, one 
broadly 'social', the other broadly 'politi­ 
cal'. The former objective requires selec­ 
tion of beneficiaries from among the 
poorest and most vulnerable, by definition 
relatively powerless. By contrast, sustain­ 
ability involves addressing discontented 
groups with a higher political profile who 
may be direct 'losers' in the adjustment 
process (retrenched workers, for example) 
but are not necessarily poor.

The trade-off between the two objec­ 
tives may have other dimensions. The 
political value of a 'national programme' 
is much greater than that of a 'regional 
programme'. This can militate against 
attempts to direct resources to poorer 
geographical regions, often an effective 
instrument for poverty targeting.

Contact: Andy Norton, Centre for Development 
Studies, University of Wales at Swansea, Single­ 
ton Park, Swansea, SA2 8PP, Tel. 0792 295332, 
Fax. 0792 295682, Telex 48149 UICS G.



SUMMER 1991

Male Bias and Structural Adjustment credit and Poverty
Male bias is an obstacle to efficient allocation of resources, just as much 
as bureaucracy and monopoly. The conventional economic models 
used in the design of structural adjustment programmes are biased 
because they ignore the unpaid work of daily care of household 
members, which is performed almost exclusively by women.

Urban men made redundant from con- transport and water services, 
struction, inefficient import-substituting in- Policy-makers can take various steps to
dustries or the public sector are not 
reallocated to export industries such as 
garments and electronics, because most 
of these jobs are 'women's work'. But nor 
do they readily undertake domestic duties. 
Instead more and more urban women 
undertake paid work to maintain family 
incomes in addition to their household 
duties. Thus in practice, adjustment pro­ 
grammes create unemployment for some 
and over-intensification of work for others. 
The rising female participation rates in 
many countries in Latin America and Africa 
in the 1980s often, in the circumstances of 
adjustment, represent 'distress sales' at 
falling rates of remuneration and/or dete­ 
riorating conditions of employment.

In the rural areas farmers are expected 
to benefit from higher agricultural prices, 
but gender inequality within farming 
households means that often these incen­ 
tives do not reach women. Even when 
they do, women tend to be denied access 
to the complementary resources needed 
to increase output and improve productiv­ 
ity. In both rural and urban areas, poorly 
designed cutbacks in public expenditure 
tend to add to the demands on women's 
time, as women have to make up shortfalls 
in public provision of education, health,

diminish gender distortions. Expenditure 
cuts can be screened for their implications 
for -women's time and women empowered 
as users of public services by giving them 
a voice in the design of public services and 
making public officials accountable to 
women for the quality of service delivery. 
Market institutions, especially in credit and 
labour, need re-regulating as well as 
de-regulating; and women need training, 
not only in vocational skills, but in 
accounting, business planning and access 
to business information networks.

Developing countries would benefit 
from a wider range of advice on these 
matters, particularly from bodies not party 
to loan negotiations, such as UN agencies, 
the Common-wealth Secretariat and 
DAWN. Policy Frame-work Papers (pro­ 
duced jointly by governments, the World 
Bank and the IMF) should be used to 
illustrate how removal of gender distor­ 
tions could assist adjustment. 
Contact: Diane Elson, Department of Econom­ 
ics, University of Manchester, Manchester, M13 
9PL, Tel. 061 275 4838, Fax. 061 275 4751. 
Publications: D Elson (ed.), Male Bias in the 
Development Process, Manchester University 
Press, 1991; 'Gender and Adjustment in the 
1990s: An Update on Evidence and Strategies', 
Commonwealth Secretariat, London, 1991.

Quantitative Analysis of Gender
Analysis of household data sets, such as those becoming available from 
the World Bank SDA Project Living Standards Surveys in African 
countries, can give nationally representative empirical content to the 
idea that there is gender skewness in economic activity.

In many poor countries the food pro­ 
ducing sector is largely non-traded and 
also uses predominantly female labour. 
Standard adjustment policies would tend 
to redistribute income from -women to men 
in this scenario. The onus for mobility falls 
onto women, who would have to devote 
more time to traded sectors to improve 
their position. But women tend to be less 
mobile than men: discrimination by em­ 
ployers, lack of education, lack of access 
to credit, or child-rearing obligations all 
inhibit women from relocating. Such 'lock- 
in' effects worsen existing gender inequali­ 
ties in the distribution of income and 
impede the efficacy of adjustment as a 
whole. Data from Kenya illustrate the 
magnitude of the effect such constraints 
can have. Following a 1975 boom in 
beverage prices, female headed farm 
households were only half as likely to 
adopt tea as male headed ones.

National datasets can also be used to

investigate the argument that the pattern 
of household expenditures is sensitive to 
women's incomes. An analysis of Ivorian 
data concluded that the gender distribu­ 
tion of income within a household was a 
significant determinant of the expenditure 
shares of different types of goods. A 
doubling of the proportion of cash income 
accruing to women would lead to almost 
a 5 percent rise in the budget share of food 
expenditures and a fall of 20 and 11 
percent respectively in the budget shares 
of alcohol and cigarettes. These results 
suggest important consequences of the 
systematic redistribution of income by 
gender which structural adjustment may 
entail.
Contact: Simon Appleton, Unit for the Study of 
African Economies, Institute of Economics and 
Statistics, Manor Road, Oxford OX1 3UL Tel. 
0865 271074, Fax. 0865 271094. Publications: 
'Gender Dimensions of Structural Adjustment: 
The Role of Economic Theory and Quantitative 
Analysis', IDS Bulletin, Vol 22 No 1, 1991.

Alleviation
Public action that seeks to alleviate 
poverty by targeting subsidised credit 
must rely on the ability of borrowers 
to identify productive investments. 
ESCOR-funded research in two villages 
in Southern India showed that partici­ 
pants in India's Integrated Rural De­ 
velopment Programme made substan­ 
tially less productive livestock invest­ 
ments than a control group of pri­ 
vately-funded livestock farmers.

The main reason is price discrimina­ 
tion: in the purchase of livestock; 
participants in the scheme purchased 
milch animals at inflated prices not 
compensated by higher livestock qual­ 
ity. Such imperfections in the markets 
for livestock assets may undermine 
the efficacy of intervention to alleviate 
imperfections in the credit market 
that hamper the accumulation of capi­ 
tal by the poor. But increasing returns 
at low levels of production may be 
partly to blame; also participants were 
more likely to have had to withdraw 
labour from alternative occupations 
hi order to care for livestock. There­ 
fore the identification and financing 
of productive rural investment should 
not be confused with the direct relief 
of poverty: credit may be appropriate 
for achieving the former, but entitle­ 
ments to steady incomes are a better 
means of achieving the latter.

Under the IDRP subsidised credit 
was administered through producers' 
cooperative societies, many of which 
sprang into existence to take advan­ 
tage of subsidies only to collapse 
again. The prospects for survival of 
cooperatives were highest in areas of 
relatively poor marketing and trans­ 
port infrastructure where competition 
from private traders was weak. This 
suggests that cooperatives may be at 
best a useful stop-gap to provide 
infrastructure in areas of intermediate 
development, where economic re­ 
turns are not so low as to make 
farming absolutely unprofitable, but 
not so high as to make private trade 
relatively competitive. And -where 
communities had a history of success­ 
ful cooperative activity involving the 
groups concerned, cooperatives were 
more likely to survive, showing that 
cooperation can be   in some sense 
  habit-forming.
Contact: Paul Seabright, Faculty of Eco­ 
nomics and Politics, University of Cambr­ 
idge, Austin Robinson Building, Sidgwick 
Avenue, Cambridge, CB3 9DD, Tel. 0223 
335234. Fax. 0223 335299. Publications: 
P Seabright ESCOR Report R3899; 'Identi­ 
fying Investment Opportunities for the 
Poor: evidence from the livestock market 
in South India', Journal of Development 
Studies, forthcoming; 'Is Cooperation 
Habit-Forming?', WIDER discussion paper, 
Helsinki, forthcoming.
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Structural Adjustment and the African Farmer
Structural adjustment programmes in Africa are designed to have a 
major impact on the levels of production from smallholders. They are 
also likely to have an impact on their incomes and welfare, even where 
production itself may not be especially affected.

In this study the impact of adjustment 
on small farmers, and the rural poor more 
widely, has been assessed. In five coun­ 
tries   Kenya, Madagascar, Niger, Malawi 
and Ghana   research was undertaken 
to identify different groups within the 
agricultural sector and to examine how 
changes attributable to structural adjust­ 
ment have had an impact. These were 
changes in markets, especially in prices in 
product markets and in labour markets, in 
infrastructure spending and in the man­ 
agement of agricultural services.

The net effects of these changes on rural 
households have been both positive and

negative. There is evidence of a strong 
supply response among smallholders pro­ 
ducing tradeable commodities for export;

those dependent on
subsistence crop

production or stock
keeping have seen a

decline in real incomes

increases in the demand for labour; and 
some cases of significant improvements 
in access to agricultural inputs and serv-

African Wages under Adjustment
Up to the mid 1970s formal sector wages rose substantially in most 
sub-Saharan African countries, usually far faster than agricultural 
output or per capita incomes. The trend was reversed in the 1980s: 
wages fell in almost every country, in some cases (Ghana, Tanzania, 
Sierra Leone) dramatically. Overall, real wages halved between 1970 
and 1985. This was a much more severe decline than in any other 
region of the developing world. In the public sector, wages for low level 
public sector jobs also fell more rapidly than GNP per capita in many 
countries. Differentials narrowed markedly between the highest and 
the least paid.

Falling real wages in sub-Saharan Africa 
since the mid 1970s are mainly a conse­ 
quence of changes in exchange rate policy 
under World Bank-IMF conditionality. De­ 
valuation-imposed inflation rates were not 
compensated fully by public sector wage/ 
salary increases, which were prevented 
by curbs on public spending. This repre-

real wages in the formal
sector halved between

1970 and 1985

sents a substantial (though possibly only 
temporary) change in wage policies. Pre- 
adjustment, wages above the market clear­ 
ing level were encouraged to provide 
urban incomes adequate to sustain a 
standard of living above that of the rural 
population.

This has meant that there have been 
politically based limits to the downward 
flexibility of wages under adjustment. This

was demonstrated most clearly in Zambia, 
where urban food riots led to the abandon­ 
ment of the adjustment programme. The 
onset of austerity has not substantially 
changed the relative bargaining power of 
previously privileged groups. Further­ 
more, throughout the region, shortages in 
the supply of skilled labour have persisted 
over the years in the face of large private 
incentives to higher education. Reliance 
on downward wage flexibility alone could 
thus prove inadequate with respect to the 
labour supply response and sometimes 
counterproductive with respect to the 
sustainability of adjustment programmes.

Contact: Christopher Colclough, IDS, University 
of Sussex, Palmer, BN1 9RE, Tel. 0273 606261, 
Fax. 0273 678420 or 621202. Publications: C 
Colclough, 'Wage Flexibility in Sub-Saharan 
Africa: Some Trends and Explanations', 1991, 
Mimeo, IDS; "The Labor Market and Economic 
Stabilization in Zambia' Policy, Planning and 
Research Working Papers, Country Economics 
Department, World Bank, Washington DC, 
1989.

ices. Against this, large numbers of rural 
people have been unaffected by economic 
policy changes and in some countries 
those primarily involved in subsistence 
crop production or stock-keeping have 
seen a decline in real incomes and 
deteriorating rural services.

The study shows that for longer-term 
agricultural growth there is now a need to 
move beyond the period of price reform 
and public expenditure contraction to 
revive both public and private investment 
in infrastructure, services and research. In 
particular, poorer households are unlikely 
to be able to respond to new production 
opportunities with current levels of tech­ 
nology and resources.

Contact: John Howell, Overseas Development 
Institute, Regent's College, Inner Circle, Re­ 
gent's Park, London NW1 4NS, tel. 071 487 7413, 
Fax. 071 487 7590. Publications: A Duncan and 
J Howell (eds.) Structural Adjustment and the 
African Farmer, James Currey, forthcoming 
1991.
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particular social groups, some generalisa­ 
tions are possible. Colclough assesses the 
significance and effects (and non-effects) 
of the drastic falls in urban real wages in 
Africa in the 1980s. Elson points out that 
under adjustment many -women's work­ 
loads may be intensified; and Appleton 
shows that shifts in the distribution of 
income within households away from 
women would have serious and long- 
lasting developmental ill-effects. All sug­ 
gest that sole reliance on market opera­ 
tions and price policy to improve the 
incomes and welfare of poorer groups is 
inadequate and/or misconceived and that 
other measures need to be taken.

Both the risks and opportunities are 
real. The political task is to so manage the 
process of adjustment as to seize the 
opportunities and minimise the costs to the 
poor. However, this will only be possible 
if there is a firm basis of knowledge. In 
this difficult research area there is still 
much to learn but the work reported on 
here shows that the academic community 
is responding.

TonyKillick,
Overseas Development Institute, 
Regent's College, Inner Circle, 
Regent's Park, London, NW1 4NS.

Development Research Insights is published jointly by the Overseas Development Institute and the Institute of Development Studies.
The Overseas Development Administration has given financial support for a trial period through its Economic and Social Division. The

Editor alone is responsible for the contents of each issue, the Directors of ODI and IDS acting as editorial consultants. Neither the
ODI, IDS or ODA take responsibility for the views expressed in this publication.

DEVELOPMENT RESEARCH INSIGHTS
EDITOR: SUSAN JOEKES • INSTITUTE OF DEVELOPMENT STUDIES

AT THE UNIVERSITY OF SUSSEX, BRIGHTON BN1 9RE • UK
TEL: 0273 606261 • FAX. 0273 678420

Production and Distribution by the Overseas Development Institute. Printed by The Russell Press, Nottingham



DEVELOPMENT RESEARCH

for policymakers SPRING 1991

Policy Reform and Conditionally
The dramatic changes in international prices, interest rates, financial 
markets and trading conditions in the 1970s created a set of new 
realities to which all economies had to adjust. 'Structural adjustment' 
became the order of the day.

Its broad purpose was to put ailing 
economies on a sound development path. 
At first it concentrated (some would say 
excessively) on stabilisation, to achieve 
balance in basic macro and monetary 
variables. Some of the stabilisation meas­ 
ures acted also on incentives, especially 
the relative advantage of exporting. Then 
there was a move into deep-seated prob­ 
lems: reform of state-owned enterprises, 
enhancement of the role of market signals, 
encouragement of the private sector and 
trade and financial liberalisation. Latterly 
the call has come for even more profound 
change   institutional reform, capacity- 
building, and 'governance'.

'Origins of Conditionality'
There were reasons on both sides for 
developing country governments to ac­ 
cede to, and development institutions to 
promote, policy-based lending.

Governments recognised that things 
could not go on as before. Growth and 
development were not taking place. Typi­ 
cally, overvalued exchange rates, negative 
real interest rates and price controls were 
contributing to inefficiencies and giving 
rise to extensive rent-seeking behaviour; 
loss-making public sector enterprises 
worsened budget deficits; monetary ex­ 
pansion to repay the domestic deficit 
intensified inflation   there was hardly 
any area of public policy that was not in 
distress. The need for comprehensive 
reform was evident.

The impetus to change to adjustment 
lending also came in part from the nature 
of development finance. With economies 
in recession and installed capacity substan­ 
tially underutilised, there was little point 
in continued project-lending on a large 
scale. Inflows of flexibly usable foreign 
exchange were needed, which programme 
lending could provide.

Donors had additional reasons for mov­ 
ing into adjustment or policy-based lend­ 
ing. There was widespread dissatisfaction 
with the results of past aid. Some of the 
fault lay with the design and implementa­

tion of projects, but .many donors believed 
that much lay with the policy environment. 
Structural adjustment lending was em­ 
braced by the donors (not without misgiv­ 
ings) as a more powerful instrument with 
which to promote development. If success­ 
ful it would benefit recipient economies, 
and also make traditional forms of aid 
more effective.

As the dangers became apparent of 
donor programmes being seen to share 
responsibility for macroeconomic perform­ 
ance   also as the outlines of macro- 
policy reform were put in place   
emphasis began to shift to sectoral lending. 
Projects had often been accompanied with 
advice or conditions for sector policy 
change. But sector loans could accomplish 
more, with greater leverage, and building 
on the relative strength of aid agencies' 
technical understanding of sector issues.

Finally, the political changes of the 1980s 
brought conservative critics of aid into 
prominence. Evaluations were showing 
how much of aid in Africa was unsuccess­ 
ful. And the public could see on their 
television screens that development disas­ 
ters were rife. It was hardly surprising that 
aid should seek new forms.

The Record
The aims of adjustment in the 1980s were 
only rarely being achieved. Where im­ 
provement has taken place, has it not in 
any case been due to the influx of foreign 
exchange supplied under conditional - 
lending, rather than to the reforms that 
were implemented? (Opinion is mixed).

What was going wrong? The failings 
might be divided into errors of estimation, 
errors of judgement, and errors of strategy. 
The overall failing has been the attempt 
to correct deep-seated problems in too 
short a time.

The estimation issues concerned the 
rapidity with which domestic and external 
deficits could be brought under control. 
The frequently acrimonious discussions 
about exchange-rate devaluations related 

Continued on page 2

Do World Bank Loans 
Help Policy Reform?

By the end of the 1980s, the World 
Bank was devoting nearly one-third 
of its new lending to programme loans 
containing specific policy reform con­ 
ditions. Around 50 developing coun­ 
tries had taken this sort of adjustment 
loan.

Why? It is not accurate to speak of the 
Bank 'imposing' policy reforms on coun­ 
tries. Some countries (like Turkey and 
Thailand) were committed to policy reform 
before they went to the Bank for money. 
At the same time, not all countries really 
'owned' their reform programmes. Some 
like Bolivia and Guyana never took the 
reform conditions in their adjustment loans 
seriously. Many more saw adjustment 
lending as an area for bargaining with the 
Bank. Could they secure more money in 
exchange for fewer reforms?

Such bargaining took place behind the 
scenes, and amidst considerable uncer­ 
tainty about the effects of policy reform. 
Early advocates in the Bank held out high 
hopes that it could reverse economic 
decline and stagnation. It is clear ten years 
later that such claims were too ambitious. 
The external economic environment mark­ 
edly worsened in the 1980s. The impact 
of policy reform was weak, by comparison, 
and the effects mixed (see Table p.3). The 
main benefit was a boost in exports, and 
through this, an improvement in the 
foreign balance. But this had only a small 
or negligible impact on overall growth. 
Government budgets have improved but 
with a fall in the share of output going to 
investment, which may have adverse con­ 
sequences for re-starting growth, depend­ 
ing on the productivity of the projects that 
have been sacrificed. Private investment 
remains shy. Public and private investment 

Continued on page 3

IN THIS ISSUE
Political Sustainability 2 
Lending and Fiscal Constraints 2 
Gulf Crisis Oil Price Increases 3 
The Transition from African

Socialism 4 
Financial Sector Reform- 4

PUBLICATION
FUNDED BY THE OVERSEAS DEVELOPMENT ADMINISTRATION



SPRING 1991

'Political Sustainability'
All economic reform measures have political consequences. Many 
governments have been unwilling to implement prescribed economic 
reforms because of fears of political reaction. Over the past fifteen 
years, opposition of various kinds, including popular protest in the 
form of mass demonstrations and 'food riots', has indeed frequently 
materialised, threatening the implementation of economic reforms and 
even the governments concerned.

Some of the non-economic factors ex­ 
plaining differences between predicted 
and actual outcomes under adjustment 
have been examined   notably by Mosley 
and others, reported in this issue   but 
mainly with reference to interactions be­ 
tween governments and lending institu­ 
tions. Other research on the politics of 
adjustment has tended to look only at an 
assumed potential for cooperation be­ 
tween various different vested interests 
and supposed beneficiaries of adjustment 
programmes.

This research on the politics of structural 
adjustment in north Africa and the Middle 
East suggests that the factors involved in 
'political sustainability' are complex and 
shifting. The structures and dynamic of 
vested interests (whether social classes or 
other social groups) specific to time and 
place may mean that conflict rather than 
cooperation takes place between them in 
response to policy changes. Expectations 
as well as the (possibly different) concrete

effects of policy changes determine a 
group's position. Moreover, the same 
measures are received differently by differ­ 
ent sets of vested interests with varying 
capacities to apply pressure to their own 
advantage; and responses to 'the same 
measures' will vary over time as the 
balance of power changes among vested 
interests.

Politics is crucial to the outcomes of 
adjustment and in assessing the likely level 
and kind of conflict. Attention paid at the 
outset, and along the way, to the nature 
and timing of the political consequences 
of policy changes may provide crucial 
information and help improve the viability 
of the programme.

Contact: David Seddon, School of Development 
Studies, University of East Anglia, Norwich, NR4 
7TJ, tel. 0603 56161, ext. 2335; Fax 0603 505262. 
Publications: John Walton and David Seddon 
(forthcoming), Free Markets and Food Riots: the 
politics of global adjustment, Blackwells.

Continued from page 1 
to how quickly the balance of payments 
would respond. Domestic deficits had to 
be brought down too   but how fast? 
There was excessive optimism over the 
likely course of commodity prices. Esti­ 
mates of the fiscal effects of devaluation 
and other trade measures were often 
inaccurate. Greenaway and Collier indi­ 
cate several areas where 'technical' solu­ 
tions prove problematic in practice.

Errors of judgement included overesti- 
mation of the effect of crowding-out of 
private by public investment, and an 
exaggerated expectation that cutting the 
latter would lead to increases in the 
former. Roe discusses this and other 
difficulties of financial reform. There was 
insufficient concern for political aspects 
of reforms, for the need for governments 
to own reforms, and to have time to 
convince their publics of their necessity. 
Seddon points to the need for 'political 
sustainability' to be integrated into adjust­ 
ment programmes.

Errors of strategy lay mainly in the pace 
of expected adjustment, and the adequacy 
of resources. Arguably, the resources 
made available, though large by interna­ 
tional aid standards, were insufficient to 
provide for a sustainable transition. Par­ 
ticularly with the post-1979 hardening of 
the terms of Fund lending, the requirement 
that countries be enrolled in a Fund 
programme before they could accept a 
Bank Structural Adjustment Loan meant 
that several of them were borrowing

short-term at close to market rates, which 
their debt profiles and repayment capacity 
often did not justify.

Moreover, these various difficulties 
taken together undermined governments' 
interest in meeting the conditions attached 
to loans, and the complexities and incon­ 
sistencies in the programmes made them 
difficult, occasionally perhaps impossible, 
to carry out in full. Mosley et al examine 
the reasons for 'slippage' of conditionality 
which they estimate to have been higher 
than the World Bank acknowledges.

There are of course positive aspects. 
Undoubtedly some countries have been 
set on an improved path. The fundamental 
direction of reforms has often been a much 
needed corrective. The World Bank has 
learnt from the experience of the 1980s 
and now seems to accept the need for a 
longer time-frame for adjustment. Above 
all, more notice is being given to non- 
economic factors in the development 
process. But it is far from clear that the IMF 
has learned these lessons. While nominally 
the member governments control the Bank 
and Fund, in fact the two institutions 
operate with considerable autonomy   
and often conflict with each other over 
African adjustment. The Bretton Woods 
institutions themselves have some adjust­ 
ing to do.

Robert Cassen, 
Director, International Develop­ 
ment Centre, Queen Elizabeth 
House, University of Oxford.

Fiscal Constraints on 
Adjustment

Developing countries rely heavily on 
trade taxes for fiscal revenue, largely 
because the collection costs and ad­ 
ministrative difficulty of more effi­ 
cient revenue sources like income 
taxes and value added taxes are too 
great.

A common ingredient in structural ad­ 
justment programmes is tariff reform   
both restructuring and liberalisation. In the 
process of negotiating trade reforms gov­ 
ernments are understandably sensitive to 
the possibility that trade liberalisation 
results in a tightening of government 
budget constraints by depleting tax reve­ 
nues. If this happens commitment to the 
conditions of the lending programme are 
likely to weaken.

The actual effect on government reve­ 
nues depends in fact on a number of 
different factors   the initial tariff struc­ 
ture; whether tariff liberalisation is accom­ 
panied by other measures; what happens 
to the exchange rate after liberalisation 
and so on.

Trade liberalisation can 
enhance tax revenue.

A recent study has examined in detail 
the relationship between structural adjust­ 
ment lending and fiscal yield in a number 
of developing countries. In some countries 
in the sample, revenue enhancement 
followed liberalisation whilst in others 
revenue depletion followed. The out­ 
comes depended on the interaction of 
tariff cuts with other changes such as 
alterations to tariff exemptions; replace­ 
ment of quotas with tariffs; the provision 
of export incentives. The analysis has 
important implications for the timing and 
sequencing of policy reforms. First, close 
attention needs to be paid to initial tariff 
rates and, in particular, collection rates. 
Second, in the early stages of reform, 
reduced tariff exemptions are a vital source 
of fiscal enhancement. Third, where quan­ 
titative restrictions are eliminated, careful 
consideration should be given to their 
replacement with some form of tariff 
surcharge.

Contact: David Greenaway, Director, Centre for 
Research in Economic Development and Inter­ 
national Trade, University of Nottingham, Uni­ 
versity Park, Nottingham, NG7 2RD, UK, Tel. 
0602 484848, Fax. 0602 421676, Telex. 37346 
UNINOTG. Publications: Greenaway, D. and 
C.R. Milner (1991), 'Fiscal Dependence on 
Trade Taxes and Trade Policy Reform', Journal 
of Development Studies, vol. 27, pp. 97-134.
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appear to be complementary in poor
countries rather than competitive.

Since the results of policy reform were 
uncertain, some borrowers, while promis­ 
ing the Bank reforms, were reluctant to 
push them through. This showed up as 
slippage in the implementation of reforms. 
The Bank puts slippage at a maximum at 
40 per cent. This looks somewhat optimis­ 
tic. It excludes the effects of countervailing 
action. This occurs when a government 
undertakes the reform which the Bank has 
stipulated, but simultaneously takes an­ 
other measure which cancels out the 
reform's effect. For example, Turkey 
cancelled the effect of some budget cuts 
by setting up non-budgetary funds. Slip­ 
page also occurred because implementa­ 
tion capacity was sometimes weak (as in 
Ghana).

The Bank has learned to 
offer smaller packages.

When low commitment was the prob­ 
lem, the Bank initially had trouble in 
dealing with it. The loan packages were 
too large to start with; each had up to a 
hundred separate conditions, critical and 
trivial alike; and the Bank has a strong 
incentive to disburse, come what may. On 
top of this, the Bank only made adjustment 
loans to countries with IMF programmes 
with different, and occasionally conflicting, 
conditionalities. Recent design changes 
strengthen the Bank's ability to control 
deliberate slippage. But the pressure to 
disburse remains.

Would-be borrowers should be aware 
that policy reform will bring some, albeit 
modest, economic benefits. Also, that the 
Bank in the 1990s is better prepared to 
deny loans to those who promise reforms, 
but who do not intend to perform. 
Economic recovery is usually bought at a 
cost of rapidly increasing levels of official 
debt and debt service burdens. Until 
private sector confidence recovers, adjust-

ing countries will remain dependent on 
the international financial institutions' skill 
in finding new ways to recycle old debts.

Finally, it is worth noting that the 
political obstacles to reform do not always 
arise where expected. Urban interests have 
had relatively little success in blocking 
adjustment policies. Much clearer in­ 
stances of political frustration concern 
agricultural marketing reforms. Large farm­ 
ers, often linked to high politics, have 
exercised an effective veto   in Kenya,

Economic liberalisation
without political 

liberalisation appears a 
self-deceiving mirage.

Malawi and Ecuador. Thus the case for 
authoritarian regimes to speed up reform 
is not so much weak as perverse. More 
often than not, authoritarian regimes them­ 
selves create rents to use as political 
patronage, because they lack basic legiti­ 
macy. Economic liberalisation without 
political liberalisation now increasingly 
appears as a self-deceiving mirage.

But the recent talk of using the leverage 
of aid to promote political liberalisation 
may not be well founded. If countervailing 
action can undermine conditionality in 
economic reform, there seems little reason 
why it could not do so even more 
powerfully for political reform.

Contact: Paul Mosley, Director, Institute of 
Development Policy and Management, Precinct 
Centre Oxford Road, Manchester M13 9QS, Tel 
061 275 2800, Fax. 061 273 8829, Telex 669755 
Office G attn IDPM; John Toye, Director, 
Institute of Development Studies at the Univer­ 
sity of Sussex, Palmer, Brighton BN1 9RE. Tel. 
0273 606261, Fax. 0273 678420/621202, Telex 
877997 IDSBTN G; Jane Harrigan, c/o ODI, 
Regent's College, Inner Circle, Regent's Park, 
London NW1 4NS, Tel 071 487 7413, Fax. 071 
487 7590. Publications: Mosley, P., J. Harrigan 
andj. Toye, (1991), Aid and Power: The World 
Bank and Policy-Based Lending, Routledge, (2 
vols); ESCOR Report No. 4329.

Evaluations of Structural Adjustment: Summary Results

EVALUATION METHOD

Tabular comparisons with control:

Mosley, Harrigan, & Toye 
(1991) (MHT)

World Bank (1988) 1

Econometric analysis 

MHT (multiple regression)

Real GDP
growth

weak-ve 

neutral

weak +ve 
(finance only 
weak -ve)

Real export 
growth

+ve 

+ve

week -ve

Investment 
GDP

-ve 

-ve

+ve

Balance of
payments

+ve 

-ve

neutral

Unemploy­ 
ment

 

MHT (Model based simulations) 
Malawi

Morocco

ambiguous

+ve neutral

1. World Bank (1988) Report on Adjustment Lending, Document R88-199, Country Economics Department, 
August.

Gulf Crisis Oil Price 
Increases

The world crude oil price doubled at 
the beginning of the Gulf Crisis last 
year, rising from $20 in July to $40 at 
the peak on 10-11 October. A price 
disruption of crude oil or petroleum 
products such as this does not have a 
generally similar impact across devel­ 
oping countries   the poorer coun­ 
tries tend to fare worse. The reasons 
are both structural and institutional. 
An analysis in these terms helps to 
indicate how developing countries 
might be made more resilient in the 
face of oil price shocks in future.

First, and quite basically, even if 
world market prices are being paid, 
the impact of the price change varies 
with the composition of imports, be­ 
cause the price of products does not 
move in step with that of crude. 
Moreover, the volume response to 
price changes, as well as the differ­ 
ences between the various spot mar­ 
kets must be considered to make any 
general statement on the price impact 
plausible. And the significance to an 
economy of any particular price 
change is a function of the terms of 
trade and the growth rate.

Some poor, large developing coun­ 
tries, including Egypt and India, fared 
particularly badly from the differen­ 
tial price movements between crude 
and products. They rely heavily on 
kerosene for cooking and heating. The 
price of kerosene almost tripled dur­ 
ing this period, largely because Japan 
is a major user and bought up supplies 
to secure its own position.

And then there are institutional 
factors at play. The Brazils and Ban- 
gladeshes of the developing world do 
not have the same exposure to price 
fluctuations of crude and of products. 
To a degree, all developing countries 
face credit restraints and function with 
a weak financial infrastructure, but the 
institutional infrastructure varies con­ 
siderably in its degree of development 
across countries. Countries like Brazil 
have better access to risk management 
instruments in world trade and more 
diversified access to supply sources. 
Some countries have the advantage of 
secure, long term contracts, and some 
may even have been cushioned by the 
holding of large oil stocks. Others, 
however, were the first to be forced 
on to the spot markets and the first to 
have had their term contracts abro­ 
gated in times of crisis.

Contact: Robert Mabro, Director, Oxford 
Institute of Energy Studies, 57 Woodstock 
Road, Oxford OX2 6FA, Tel. 0865 311377, 
Fax. 0865 310527, Telex. 838771 ENERGY 
G.



The Financial Sector and Economic 
Development

Domestic financial systems in Africa and many other parts of the 
developing world need to be extended both in size and diversity. 
Several new ideas extend and complicate the policy recommendations 
in this area.

The increasingly acknowledged need 
for greater responsiveness to international 
conditions in developing economies re­ 
quires financial institutions which can 
mobilise and allocate scarce savings in a 
flexible way. An important part of this is 
that financial institutions deny further 
financial support to activities whose un­ 
derlying financial viability is in doubt. This 
is the reverse of the practice often in place. 
Thus the general challenge is to restructure 
financial systems, often designed origi­ 
nally to support central allocation, at the 
same time as enacting price liberalisation, 
trade and other more commonly discussed 
reforms. The sequencing issues here are 
of the essence, and no clear answers have 
yet emerged as to how financial sector and 
real reforms are best married together.

The internal debt crisis, characterised 
by widespread insolvency and illiquidity 
in developing country banks, has had 
limited public recognition as compared to 
the parallel external debt crisis. However, 
the consequences of such 'financial dis­

tress' are extremely serious. Both lenders 
and borrowers can face distorted incen­ 
tives when widespread banking sector 
distress is present. Corrosively high real 
interest rates can and do arise when 
desperate borrowers encounter either des­ 
perate banks or banks for whom the threat 
of bankruptcy is ruled out by the implicit 
or explicit underwriting they receive from 
the central bank or the government. In this 
type of system the social support function 
of the banking system can dominate its 
allocative function. The losers are invari­ 
ably 'crowded-out' productive activities 
which require borrowed funds for viable 
projects but which are unable to contem­ 
plate the excessively high real interest 
rates generated by the unstable competi­ 
tion for finance.

The link between macroeconomic sta­ 
bilisation reforms and the financial behavi­ 
our of the productive sector is also 
important. Can credit restraint and higher 
interest rates be effective when company 
motivations relate not so much to profit

The Transition from Socialism
This research considers price decontrol, financial liberalisation and 
trade liberalisation in Zambia, Tanzania, Angola and Kenya.

When price controls are wide-ranging 
and at least partially enforced, their re­ 
moval produces an abrupt jump in the 
commodity price index. To an extent this 
is spurious because the commodity price 
index is likely to be biased by the existence 
of price controls. However, there is a 
genuine element due to the previous 
accumulation of real money balances in 
response to shortages: once market-clear­ 
ing is restored, households choose to hold 
less money relative to expenditure. This is 
an unavoidable, one-off effect, the magni­ 
tude of which can be predicted, but it is 
easily confused with an upturn in persis­ 
tent inflation.

When interest rates are raised within the 
context of a socialist banking system this 
merely rebounds upon inflation. In Tanza­ 
nia, for example, nearly all commercial 
bank lending is to public agencies so that 
bank deposits are a direct liability of the

government. In effect, the banks are not 
financial intermediaries but shops for the 
sale of variable interest rate government 
debt. Higher nominal interest rates raises 
government expenditure and thereby 
causes a larger budget deficit and higher 
inflation. This inflation tax falls on holders 
of money. Hence, higher interest rates 
merely achieve a transfer from holders of 
non-interest-bearing money to holders of 
interest-bearing money: real interest rates 
fall for the former in order for them to rise 
for the latter. This is likely to be distribu- 
tionally regressive without in any way 
stimulating savings. Positive real interest 
rates are necessary for genuine financial 
liberalisation, but they need to be brought 
about primarily by reducing inflation.

Trade liberalisation achieved by devalu­ 
ation may encounter two types of prob­ 
lem: the budget may deteriorate and the 
reform may also not be thought credible
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maximisation as to diverse factors such as 
the survival of the management team? If 
this short-circuits the effects of the stan­ 
dard instruments, the normal view that 
macroeconomic stabilisation should pre­ 
cede efforts at restructuring enterprise 
behaviour seems misplaced. Similarly, 
once the importance of financial distress 
is recognised, then an amended view is 
required about both which instruments of 
macro-stabilisation can sensibly be used 
(e.g. liberalised interest rates will be a bad 
idea), and the quantitative magnitudes to 
be set for macroeconomic targets such as 
credit ceilings. Finally, the simple policy 
prescriptions from the earlier literature   
e.g. that interest rates should normally be 
positive in real terms   are less robust in 
the context of serious macroeconomic 
instability. A high domestic interest rate 
sustained for any length of time would be 
a signal that other aspects of the stabilisa­ 
tion programme lack credibility, for exam­ 
ple, it would signal expectations of high 
future rates of devaluation. 
Contact: Alan R. Roe, Warwick Research Insti­ 
tute, University of Warwick Science Park, 
Viscount Centre I, Milburn Hill Road, Coventry, 
CV4 7HS, UK, Tel. 0203 413698, Fax. 0203 
692368. Publications: A.R. Roe (1988), 'The 
Financial Sector in Stabilisation Programmes', 
Development Economics Research Centre, Dis­ 
cussion Paper No. 77, Warwick (1990), 'Finan­ 
cial Systems and Development in Africa ', EDI 
Working Paper, World Bank, Washington DC.

and encounter speculation. The budget 
deficit increase would be due primarily to 
the rise in the domestic currency cost of 
debt service after devaluation. Work on 
Kenya and Zambia, however, suggests 
that in those cases the budget actually 
improved. Even so, both countries experi­ 
enced speculative hoarding of imports at 
some stage in anticipation of policy rever­ 
sal, to the detriment of the trade balance.

Contact: Paul Collier, Centre for the Study of 
African Economies, Institute of Economics and 
Statistics, Manor Road, Oxford OX1 3UL. Tel. 
0865 271074, Fax. 0865 271094. Publications: 
Bates, R.H. and P. Collier (1991), 'The Politics 
and Economics of Policy Reform in Zambia', in 
R. Bates and A. Krueger (eds.) The Political 
Economy of Policy Reform in Developing Coun­ 
tries, Blackwells (forthcoming). Bevan, D.L., 
(1990), 'Price Controls and the Transition to 
Market Clearing: Theory and an Application to 
Tanzania', University of Oxford, Applied Eco­ 
nomics Discussion Paper No. 94. Collier P. and 
J.W. Gunning (1991), 'Financial Liberalisation 
in a Socialist Banking System", World Develop­ 
ment, forthcoming.
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for policymakers

New Guidelines for Industrial
Policy

The record of industrialisation in the developing world is very uneven. 
There are startling successes, unprecedented for their speed and range, 
like South Korea, Taiwan, Hong Kong and Singapore. There are dismal 
failures, with industry draining national resources rather than leading 
a process of sustained structural transformation, as in much of 
Sub-Saharan Africa. And there is a diversity of experience in between. 
The traditional model of industrialisation   large, imported plants set 
up to serve protected, often small, domestic markets   has not worked 
for many countries. What then are the lessons of the success stories? 
And how do they apply in a world of rapid technological and 
organisational change? These are the most significant, large issues 
facing researchers and policymakers on industry.

The Limits of Market 
Liberalisation
The industrialisation strategy espoused on 
both sides of the Atlantic and embraced 
by institutions like the World Bank, is that 
the success of Asian NICs has been based 
on liberal, outward-oriented strategies. 
'Liberal' in this context is interpreted not 
just as equal incentives to sell on domestic 
and export markets ('neutrality' of this sort 
is the strict definition of outward orienta­ 
tion), but also low and uniform protection 
to domestic industry, free inflows of 
foreign capital and technology, fully com­ 
petitive domestic markets for products, 
labour and capital, and a general lack of 
intervention in markets. This is the basis 
of structural adjustments now being under­ 
taken by many countries.

The industrial success of the Asian NICs 
is undeniable, as is their export-orienta­ 
tion. The most important issue for indus­ 
trial strategy is whether export-orientation 
implies 'liberal' policies in the sense just 
described. The mounting weight of empiri­ 
cal research shows that it does not. The 
four NICs differed sharply among them­ 
selves in the degree of intervention prac­ 
tised. Korea achieved the most diversified, 
heavy, high-technology industrial struc­ 
ture, and intervened most heavily. Hong 
Kong intervened the least: as a result, it 
has a narrow manufacturing base, essen­ 
tially assembling light consumer goods, 
without much technical depth. Korea's 
success was based on breaking many of 
the guidelines of neo-liberal economic 
policy.

The Principles of Intervention
A careful reading of the NIC experience 
thus suggests that the lessons are some­ 
what more complex than has often been 
assumed. Most economists would agree 
that the creation of skills and the building 
of various technology, financial and other 
institutions call for government interven­ 
tion. But that is not enough: entry into 
complex, heavy industrial activities, which 
have long 'learning' periods, requires se­ 
lective protection (or promotion) to enable 
the initial costs to be borne. The deepening 
of the industrial structure, in other words, 
calls for selective intervention (or 'picking 
winners'), although the trade regime gen­ 
erally should be neutral in terms of 
incentives in domestic and export markets.

Many countries have tried to pick win­ 
ners, often with conspicuous lack of 
success. Yet the few that have succeeded 
show how it should be done. A few 
activities must be chosen at a time, and 
protection should be tailored to 'learning' 
needs, and counterbalanced by pressures 
to export. The best technology (for organ­ 
isation and production) should be made 
available, but strongly supported by local 
effort to assimilate and build upon im­ 
ported knowledge. The requisite base of 
skills and training must be created in 
advance. Closely interlinked activities 
(suppliers, subcontractors, consultants) 
should be promoted in tandem. It is a 
complex package of measures, and few 
governments have managed it efficiently. 
The unifying emphasis on 'getting prices 

Continued on page 2
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The Eclipse of | 
African Industry? !

While official commitment to industri­ 
alisation remains in Africa, the radical 
strategy that predominated from the :JJ 
1960s, advocating import substitution 4 
behind protective trade barriers, is 
no longer taken seriously because it ;. 
is seen to have been very costly as 
well as largely ineffective.

Current policies focused on market 
liberalisation and price reform pay no 
heed however to any special considera­ 
tions to preserve growth of industrial 
capacity. The high costs and inefficiencies 
of African industry are attributed entirely 
to the previous policy of trade protection. 
Not that trade liberalisation will automati­ 
cally lead to the expansion and deepening 
of the industrial base. Indeed, 'industrial 
restructuring' in this book does not rule 
out 'de-industrialisation'.

This study of industry in seven African 
countries (Botswana, Cameroon, Cote 
d'lvoire, Kenya, Nigeria, Zambia and Zim- , 
babwe) found much of the manufacturing 
capacity that has been built up since 
independence might be lost if adjustment 
policies continue to be dominated by 
macro-economic policies which place 
maximum emphasis on trade liberalisation 
and give minimal importance to interven­ 
tionist approaches to boosting efficiency. 
Growth of industrial capacity was signifi­ 
cant in the 1970s, comparing well with the 
performance of developing countries in 
general, even with middle income coun- | 
tries in particular. It was only in the 1980s f 
that low rates of manufacturing growth 
became widespread, and, in some cases, 
contraction occurred. The 1980s also saw 
the absence of new private overseas 
investment and withdrawal of manufactur­ 
ing investment along with capital flight

Continued on page 4
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The Sequencing of Trade Policy
Reform

The Bretton Woods institutions put into practice the standard argument on the 
sequencing of trade policy reform which suggests that import and foreign 
exchange controls should be converted into equivalent tariffs and the tariff 
rates then lowered. This route towards a liberalised foreign trade regime may 
not always be the most efficient.

There are both technical and political 
difficulties and drawbacks in the standard 
procedure for trade policy reform. First, 
because of the difficulties in estimating the 
tariff equivalents of import controls, it is 
in fact very difficult to know what the 
reformed tariff rates should be. This makes 
extremely unreliable any estimate or pre­ 
diction of what an appropriate new equi­ 
librium exchange rate should be, whether 
or not it is to be administered.

Second, this makes it difficult to prevent 
capital flight early in the reform process, 
particularly when capital market restric­ 
tions remain intact. Firms may then use the 
removal of import restrictions to facilitate 
movements of capital internationally

Officials may act
responsibly in opposing

removal of quotas

through manipulation of the prices 
charged on sales of inputs and outputs 
between branches of the same firm located 
in different countries.

Third, the removal rather than reform 
of quantitative import controls may mean 
that a vital trade policy instrument for 
selective trade and industrial policy inter­ 
vention is lost.

The combined force of these considera­ 
tions is likely to provoke quite unified 
opposition in government to standard 
trade policy reform. Responsible and capa­ 
ble officers of finance ministries and

central banks may find themselves in 
alliance with 'rent-seeking' elements of 
other ministries and their political masters 
against the removal of administered quota 
allocations.

Under an alternative sequencing of 
reform, the 'rents' from quotas could be 
allocated to firms according to their export 
capability or foreign exchange saving 
performance, provided this can be imple­ 
mented by a reform coalition within 
government which excludes rent-seeking 
interests. In East Asian NICs, particularly 
Taiwan and South Korea, the control 
mechanisms were reformed in this way to 
selectively target industries for import 
substitution and export promotion, but 
also then used as a means of organising 
two-way information flows between cen­ 
tral government, sectoral institutions and 
firms to facilitate coordination and the 
development of marketing and technologi­ 
cal capabilities at the enterprise level. Such 
measures may be sufficient to improve the 
allocation of strategic inputs and obtain 
improvements in the efficiency of the 
foreign trade regime in other situations 
regardless of the market orientation of the 
industrial sector.

Contact: David Evans, Institute of Development 
Studies at the University of Sussex, Brighton 
BN1 9RE, Tel.0273 606261, Fax. 0273 678420. 
Telex 877997 IDSBTN G. Publications: Evans, 
H.D., 1990, 'Import Controls and the Sequenc­ 
ing of Trade Policy Reform with special refer­ 
ence to Africa', in J.M. Fontaine, ed., Controle 
des Importations et Strategies de Developpement 
Economique, Presses Universitaires de France.

Continued from page 1

right' as the only correct industrial strategy 
is simple, often misleading, and certainly 
incomplete.

The Design of Remedial 
Interventions
The most important issues currently on the 
research agenda thus concern what 'cor­ 
rect' prices mean (it is usually better to get 
prices right than wrong, but right prices 
may include intervention with free mar­ 
kets), and what supporting measures are 
needed to bring a proper supply response 
to these prices. How, given the establish­ 
ment of a non-discriminatory trade regime, 
are the design and costing of remedial 
interventions to be improved?

All the research work featured in this 
issue addresses, in different ways, the 
scope, context and feasibility of remedial

interventions when markets are deficient. 
Riddell's work demonstrates the dangers 
to African industrial prospects of over- 
reliance on price reforms and suggests 
appropriate complementary measures. 
Auty investigates the basis of South Korea's 
success in developing heavy industry. 
Evans echoes his findings in suggesting 
changes to the sequencing of trade liberali­ 
sation reforms and to the functions of the 
trade controls which are to remain in place. 
The analysis of 'flexible systems' proposes 
new forms of support for industry in a 
world of exchange rate instability and 
market fragmentation. Finally Stewart pre­ 
sents the case for encouragement of small 
scale industry and recommends appro­ 
priate measures for sub-Saharan Africa.

Sanjaya Lall
Institute of Economics and Statis­ 
tics, University of Oxford
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Heavy Industry in 
Large NICs

Heavy and Chemical Industries (HCI) 
sectors must mature technologically 
in five to ten years if the discounted 
stream of benefits is to be large 
enough to compensate for the costs 
of support to the industry in its infant 
years. Korea established 'best prac­ 
tice' rates of less than eight years for 
steel and under ten years for auto 
assembly. Brazil took more than two 
decades. Maturation rates for Mexico, 
India and China have been longer still.

Korea out-performed the other large 
newly industrialising countries (NICs) 
partly because it had macro policies which 
sustained rapid domestic demand growth 
and an exchange rate which facilitated 
competitive exports, and a 'competitive 
dualistic' industrial policy. This preserved 
existing competitiveness while creating 
new comparative advantage and was 
distinctive for concentrating incentives on 
new entrants rather than on established 
operators. It reduced uncertainty for new 
entrants by collating information, planning 
sectoral targets, negotiating technology 
transfer and providing a time-constrained 
set of incentives. In return, the favoured 
firms were required to reach international 
standards of technology and competitive­ 
ness very rapidly.

Korea directed incentives 
mainly to new entrants

The other large NICs by contrast com­ 
mitted themselves to high levels of self- 
sufficiency. Their autarkic industrial policy 
was launched with overvalued exchange 
rates that constrained exports, discouraged 
saving and limited profitable investment. 
The inherent anti-export bias eroded the 
primary sector's capacity to generate for­ 
eign exchange while labour-intensive 
manufactured exports grew far more 
slowly than in Korea. The autarkic ap­ 
proach also encouraged too many entrants 
at suboptimal scales of operation (partly 
in pursuit of regional policy). It increas­ 
ingly favoured established firms rather 
than new entrants and bred inefficiency 
economy-wide, which detached all firms 
from world standards of productivity. It 
degenerated in practice into a rent-dis­ 
pensing system that resisted reform and 
was associated with mounting polarisation 
of incomes. It proved especially costly for 
the low-income NICs like India and China 
which experienced declines in investment 
efficiency and could ill-afford the resulting 
consumption foregone. 
Contact: Richard Auty, Lancaster University, 
Lancaster, LA1 4YB, Tel. 0524 65201 Fax. 0524 
63806 Telex. 65111 LANCUL G. Publication: 
'Creating Comparative Advantage in HCF, Pro­ 
ject RPO 675-41, IENIN, World Bank, Washing­ 
ton DC.
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Expanding Rural Industry in 
sub-Saharan Africa

An early economic model of the development process suggested that rural 
Industry faces inevitable demise, as its products are displaced by superior 
imported substitutes. This research indicates that, on the contrary, rural 
industrialisation could contribute to African industrialisation, helping to 
alleviate rural poverty, and increase African farm productivity and being
economically efficient.

An Asian success story illustrates the
contribution that rural industry can make. 
In Taiwan, most industrial enterprises are 
located in the rural areas: in 1980 67% of 
total manufacturing employment was in 
rural areas and more than 60 per cent of 
total rural household income came from 
rural non-agricultural activities. Rural in­ 
dustry has high productivity, significant 
export capacity, mainly in processed agri­ 
cultural products (e.g. canned mushrooms 
and asparagus) and strong links with the 
urban based export processing zones and 
bonded factories   showing that export- 
oriented industrial production need not 
always be of the 'enclave' variety. Agricul­ 
tural technology was upgraded through 
widely dispersed low-level mechanization 
conducive to linkages with local industry, 
while elsewhere the, pattern was of 
labour-displacing, import intensive tracto- 
risation.

In sub-Saharan Africa, the current share 
of rural industry in employment and 
income varies quite widely. It accounts for 
between 17 and 47% of non-agricultural 
primary employment. In providing be­ 
tween 20% and 30% of total rural incomes, 
it contributes significantly towards sustain­ 
ing poor households, especially among 
marginal farmers and the landless. Rural 
industry is also, encouragingly, relatively 
efficient: small firms generate more output 
as well as more employment per unit of 
investment than large firms, despite the 
generally technology. Most of the fixed 
capital of African rural enterprises is in

There is real potential for
encouraging interactions
between the farm sector

and rural industry

land and buildings; the little working 
capital they have forms less than a quarter 
of total capital; much of the equipment 
consists of hand tools and energy use is 
very low (for example, average energy use 
per head in Tanzania is less than a fifth of 
that in India).

Although current levels of productivity 
of African rural enterprises are generally 
low, there is wide dispersion indicating 
potential for encouraging a virtuous circle 
of interactions between the farm sector 
and rural industry. Attention should be 
directed especially towards expanding 
relatively modern, factory-based activities 
such as tailoring and welding, which are 
found in the small towns, rather than

traditional craft home-based activities.
Most rural industrial production in Africa 

is of consumer products bought out of 
agricultural income. Growth of agriculture 
will therefore be the single most important 
factor. Recent reforms have been concen­ 
trated on prices; there also have to be 
better policies towards rural infrastructure

Recent reforms have
been concentrated on

prices; there also have to
be better policies towards

rural infrastructure and
institutions, improved

extension and supply of
inputs for agriculture and

improved technology

and institutions, improved extension and 
supply of inputs for agriculture and im­ 
proved technology. Without these, price 
reform is likely to have only limited effect 
and increases in aggregate agricultural 
supply are unlikely to be forthcoming. But 
equally important on the supply side, 
appropriate inputs to raise agricultural 
productivity are also normally the sort of 
input that can be made and repaired 
locally, and thus linked in to the growth 
of rural industry.

As far as rural entrepreneurs themselves 
are concerned, supply problems appear 
dominant. Most formal credit institutions 
currently lend only to large firms to finance 
fixed capital assets, when the greatest 
need of small businesses seems to be 
finance for working capital. The bias 
against small scale enterprises in access to 
foreign exchange (as in other markets) has 
persisted with market liberalisation: in 
Zambia's foreign exchange auctions rural 
enterprises lacked the finance to bid 
competitively and received almost noth­ 
ing. What is needed are structured markets 
in which a certain proportion of resources 
of every kind is reserved for the rural 
sector.
Contact: Frances Stewart, Queen Elizabeth 
House, 21 St. Giles, Oxford, OX1 3LA, Tel. 0865 
73600, Fax. 0865 73607. Publications: 
Bagachwa, M.D. and F. Stewart, (1990), 'Rural 
Industries and Rural Linkages in Sub-Saharan 
Africa: A Survey', Centre Studi Luca d'Agliano 
  QEH Development Studies Working Paper 
No. 23, April. Ranis, G. and F. Stewart, (1990), 
'The Dynamics of Rural Development: Theory 
and Application', Center Discussion Paper No. 
608, Economic Growth Center, Yale University, 
Connecticut, September.

Eastern Europe
and 

Development
Studies |̂

The Eastern European revolution caught 
the development profession unpre- ' 
pared. Immediate reactions were that the 
implications for the South -were negative. 
Increased competition for export mar­ 
kets, finance and for the political atten­ 
tion of OECD states would more than 
offset any rise in demand for the exports 
of the South.

Whilst there are grounds for such 
fears, it is preferable to focus on the 
process of transition in Eastern Europe ..; 
on which the ultimate effects will de- f 
pend. The development profession has J 
much to contribute, and to learn, from ; 
the attempt to transform centrally f. 
planned into free market economies. S 
ODI is coordinating a team to advise the 
EC Commission's Eastern European aid 
programme to this end. |

Three countries of Eastern Europe 1 
(Poland, Hungary and Czechoslovakia) 
are in effect attempting structural adjust­ 
ment in an extreme form, combined, 
except in Czechoslovakia, with stabili­ 
sation measures. All this is being un­ 
dertaken with fulsome verbal but rather 
limited financial support from the OECD, 
and in an external environment that was 
becoming distinctly tricky even before 
the Kuwait invasion.

This scenario is familiar to students of 
structural adjustment in the South. In 
some respects, Eastern Europe starts 
from a more favourable base of income 
and skill and structure of production. 
But it lacks the range of rules well- 
established even in states with much 
lower levels of economic development. 
Hence, the reform of institutions and 
markets is central to structural adjust­ 
ment.

Perhaps the most important shared 
characteristic is that in Eastern Europe, 
as in the South, sequencing is one of the 
most critical issues to resolve. Privatisa­ 
tion, price reform, liberalisation: which ;j 
comes first?

Eastern Europe will also provide les­ 
sons for the South. It will test the 
criticism that, whilst technically correct, 
adjustment requires a level and duration 
of austerity, that, given the volume of 
external funding, cannot be supported 
politically. It is unlikely that any Third 
World country would attract more sub­ 
stantial financial support than is being 
offered to the East, or that it could 
generate more public acceptance for the 
costs of reform than has Poland.

Contact: Christopher Stevens, Overseas De- : 
velopment Institute, Regent's College, Inner

\ Circle, Regent's Park, London, NW1 4NS, Tel.
' 071 487 7413, Fax. 071 487 7590 Telex. 

94082191 ODIUK G.
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Flexible Production Systems
The development of flexible industrial 
production may be the critical factor 
if developing countries are to meet 
new forms of competition on domes­ 
tic and •world markets.

The government of Cyprus has switched 
its industrial policy from the support of 
low cost, low quality mass production to 
'flexible specialisation' geared to high 
quality, non standardised products for the 
European market, using general purpose 
machinery and a multi-skilled labour force.

Restructuring lowered
throughput time from 9 to

3 days and increased
sales per worker by

one third

A. Cypriot clothing firm which adopted this 
strategy found that it cut working capital 
requirements, freed up to 28% of factory 
space, lowered throughput time from 9 to 
3 days, and increased sales per worker by 
a third. It produced once off net savings 
of 25% of annual sales, and annual net 
savings of 7% of sales.

To complement restructuring within 
firms there also needs to be a sector-wide

strategy and new institutions, particularly 
where firm size is small. Following Italian 
practice, a group of Cypriot furniture 
makers established a retailing consortium, 
which led to agreed inter firm specialisa­ 
tion, longer runs, co-operation in produc­ 
tion and purchasing, and entry for the first 
time into export markets. Sector associa­ 
tions have been discussing with govern­ 
ment the setting up of sectoral centres of 
'real services' to provide market and 
technical information, as well as access to 
quality control and computer aided design 
equipment. And nationally the govern­ 
ment is promoting industrial design, 
changing incentives to encourage invest­ 
ment in software and expanding develop­ 
ment banking. A similar policy reorienta- 
tion is under way in Jamaica.

Contact: Robin Murray, Institute of Develop­ 
ment Studies at the University of Sussex, 
Brighton BN1 9RE, Tel.0273 606261, Fax. 0273 
678420. Telex 877997 IDSBTN G. Publications: 
H. Schmitz, 'Small firms and flexible specialisa­ 
tion' in Labour and Society, vol 15(3), 1990; 
R.Kaplinsky, 'From mass production to flexible 
specialisation: a case study in Cyprus', IDS, 
1990.
A six week course on 'Flexible Specialisation: a 
new Strategy for industrialisation' (SS127) will 
be held at IDS from 8 April-17 May 1991.

ODA R & D FUNDING 
Economic and 
Social Research
The aim of the British Aid Programme is to 
promote sustainable economic and social 
progress and alleviate poverty in developing 
countries. ODA's funding of economic and 
social research contributes to this objective 
by generating policy-relevant research on 
current development problems facing the 
poorest countries which implies concentra­ 
tion on sub-Saharan Africa and South Asia.

The research should inform policy-making 
in less developed countries, ODA and other 
donor agencies. It should also contribute to 
the wider understanding of the development 
process. A complementary objective is the 
building up of research capacity in areas 
relevant to the development process, particu­ 
larly in less developed countries. Our two 
inter-related themes are promoting sustain­ 
able economic and social progress and 
reducing poverty and gender biases. In 
these areas much can be gained from 
inter-disciplinary research between econom­ 
ics, sociology, social anthropology, political 
science, physical planning, management 
studies and the physical and biological 
sciences.

Why not write for further details to: 
Ms C Coppard, ESCOR Secretary, Overseas 
Development Administration, 
Multilateral Agencies and Research Group, 
Economic and Social Division, Eland House, 
Stag Place, London SW1E 5DH.
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proportionally greater than from Latin 
America. There have been extreme vari­ 
ations in performance among firms within 
particular sectors   which gives the lie to 
the idea that protective trade regulations 
caused industrial weakness. Moreover, in 
some places competitiveness increased 
even when the level of protection became 
greater.

Low wages are now far less important 
in determining investment than other 
factors, such as support services, telecom­ 
munications and information processing 
facilities. More generally, comparative effi­ 
ciency rather than short run cost advantage 
is the basis for sustained success of firms, 
whether in import substitution, local re­ 
source based production or capacity to 
export (.all of which have made significant 
contributions to manufacturing growth in 
the past). Firms' relative competitiveness 
was shown to rest on: management and 
machinery-choice, machine design and 
engineering skills, market knowledge, and

strength of product variation and packag­ 
ing.

The study suggests that the future 
prosperity of sub-Saharan Africa would 
be enhanced by giving more prominence 
to industry than advocated under ortho­ 
dox adjustment approaches. It advocates 
a three-pronged approach to industrialisa­ 
tion. Policies to promote non-traditional

Specific supports are
required to raise

efficiency, needing at
least medium-term

financing

exports and a more systematic approach 
to further import substitution need to be 
vigorously implemented, not in isolation 
but in conjunction with policies which 
seek to raise the efficiency of existing 
manufacturing enterprises. Specific incen­ 
tives and industrial promotion activities are 
required, needing at least medium term

financing for which international support 
is necessary, as well as price reform. 
Foreign aid could also fund and perhaps 
help execute sectoral and firm based 
studies of inefficiencies, particularly of 
inter-firm differences, identifying weak­ 
nesses and assisting in training and devel­ 
opment of technical and financial (invest­ 
ment) skills and helping pinpoint gaps in 
ranges, quality and packaging of products 
and monitoring current and anticipated 
trends in world trade in manufactures. 
Finally, in view of the success of some 
countries, such as Botswana, in approach­ 
ing particular companies, there is scope 
for donors to help encourage the inflow 
of appropriate private foreign investment.

Contact: Roger Riddell, c/o Overseas Develop­ 
ment Institute, Regent's College, Inner Circle, 
Regent's Park, London, NW1 4NS, Tel. 071 487 
7413, Fax. 071 487 7590 Telex. 94082191 
ODIUK G. Publications: Report to ESCOR 
R4317; Manufacturing Africa: Performance 
and Prospects of Seven Countries in sub- 
Saharan Africa, London: James Currey, 1990.
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