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There are two troubling aspects to 
structural adjustment programmes cur-rentl t~nderway in developingsrutunrwa ind coun-veopngram cun-
tries. First, in the urgency to achieve 
short-term objectives, adjustment prog-
rarmes often neglect long-term con-
cerns of sustained growth. Secono, the 
immediate impact of adjustments can 
lead to a deterioration in the income 
and nutritional status of th3 poor. This 
article emphasizes the need for structu­ral adjustment programmes that help 
set the stage for renewed econcmic 
growth and 7iro serisitive to the well-being ol the poor. it recommends a 
strategy' of agricultual development to 
return developing countries to their 
comparalve advartage in the produc-
'ion of labour-intensive goods and to encou age overall growth. Furth-
ermore, it argues for the use of food aid 
to support that strategy and as a means 
to protect the poor from the hardships
inflicted by adjustment programrnes. 
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DLe1toptlg ct untiries have experienced a series of economic crises 
, I I I10\ 11(11u oihe Isa:"rc 1ipid increase in oil prices of the l')70s and continued,,f re p rs.C n rh tn ot e ep o l m, pric, afor exports. (ontrihiting to these problems has 
becn ;, 1-;'d inCreaslle ill private Capital flows that have often exceededYead I in tmen t c.i tie,,, therLby cr in railn high levels of public 

,v 
cniri'.l mt1on ai Ioxn rate t it inle terit.rno niiid Ii recent ,earsthese inid similar proliems hasc eerelv distorted the functioning ofllirv\ de. opilg cc m onics alll %Vresultc ill unneanoniable debt 

rel'a, m iiintiles. arce ;arid oftc.i ,,ro%\ ing t,:,dct dCfi s. and rapid
iiatioi defic 

elojcnee CO~tre hav no~ stinera adjustr'irt J tructural adjust-Iniln pr(t raniC nr()ntrti liese problems. F h;vnge rates havebe-Cl'i';io I tcd(i dal i ltshortages in foreign cshaiige, agriculturalr. r%. C; it bIC n set ;i uriv with intcrriatia,.:ud prices, public 

eeeenespe ha *icure, drastcallv reduced. and rnxkets are now 
Mpcratlin,niore tr cl. ('oniderin the size of oek"; Mo Ce\'Cloping

eI d tle aftermath of the debt cisis, tke course of 

tiesc adIU.Stmen1C [t 'tioins is tilCOUragig. 
.iere tie. ho evcr, two troubling aspects of these structuraladjsrsl ictnt progr.tiliincs. Firt, the climate of urgency that surrounds 

nick i 
adjistient propOSaS a rciic s tO t txcs ino diveris attention awayfromncilical long-terut development issues. li many instances, the 
u tim ite success of, ad JUSIrliietit effort,., can olyk be meastured In; how thleyCotit rib1tute 't.lo.-e ri devlCl0lleClii e fforts' ainmed at upgrading such
public goods "s education, rural arid urtan infrastructure and agricuIltu­rl research. rn ohelr words, successfully iriplemented adlustnierts
should set 'he sage for renewed growlh.Second, adjusmet policies can inflict colnsiderable hardship on the 
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poor. Fiscil and monetary policy changes often produce falling real 
wages, substantial increases in food prices and reductions in food 
subsidies and other transfer programmes to the poor. While the 
accelerated growth consequen tolmacroeconomic reforms may expand 
employmert and even nominal "aages. there is increasing evidence that 
.he very poorest do no. imnediately participate insuch improvements. 
In the short run. the poor may even suffer a deterioration in their 
incole and nutritional stalus. 

Economic growth 

AdjustmieIt proigrammcs typical!v involve radical changes in govern­
mert policies designed to improve the efficiency of tile public sector. 
Depending on the specific situation, a number of adjustment options are 
ailablC. Reduced governmient expenditure can be used to free 

icsources for more prodIuiCye use and, when combined with tight 
ntonctr\ polciCs, works to colllil inflitioll. A devaluation of 
domestic ctifrric\ reduces the outflo',\ of foreign exchange by affecting 
the relal c pice of t raided ginods, thcrcb\ restricting the demand for 
imports and plITiOling exports. Nlirket rest ructuring schemes can be 
uscd to save on ildillllistiati\c costs of go\eriiiierit-operated marketing 
organiatiwli, i to restore price incenlives Itodolestic production. 

Ad list mcil policies irc designed to produce itstreamlined public 
sectol, a lllore hlalirced cxltrnlld account and lloIc efficient internal 
l;frkcis. "Il'hse OutCOmes, reprnC,cllt iecessilr\ - but not sufficient ­
conditions h1 a, ccelratd ecorioni ero,,,tlIro\\tlr is to be achieved. 
the rcsources obtained thlOugh atldjuStmlletsl lmus:t eiicourage expenldi­
lure,, on the pulflic goods needed to facilitate broad-based development. 
In othel \trds. rlog with cflctive improvenient insectoral policies. 
adj ust ruelut prograniies lust he directed to\Vlds the specific goals of 
all o\clail st'rili\ of developmuent 

li the pasl, developrictl; efforts hlave frequently focused on capital­
itnisisc stfillclics ot erotli. lo ensuic the a\;alabilitv of resources for 
invcstncnt in lih-gri o\o th capital goods production, these strategies 

i ,
suppres the produlict in of I bou r-intensi've consuetr goods. As a 
resuit, gros;th in emplmnicnt is minimized. UInderlying these strategies 
isthe assumption thiat factor ploportiots in productior are technologi­
call\ fixed and that i surphls of lahour can. only illthe long-run, be 
rnobiiied h\ an expansi oni the suppt\ of capital. IlII addition, because 
the sIIppl\ ot Capil:1 LoO-Is IS seenI 10 to' tile priticipil constraint to 
developint, little is done to tironote agricultural production. 

The assiutptior that factor proportions are technologically fixed 
ignores the role of techntlogical ituovatloru in improving factor 
productivit\ - specificaihx labour. [-urtheriiore, !)\ignoring the vital 
Ilink hetwcen the market for labour and tI e market for food. 
capil,-intcivcc strategies create distortions in the allocation of 
resources hor tie productlion of food. Throughout the developing world 
increased employment of the poor creates large increases illthe demand 
tor food. Flast ici'ics of expenditure on food run as high as 0.62 to 1.06 
tor tlh 1,,or inI developing countries . IUnless sufficient supplies of food 
'are availahle to meet ic,,reased demand, prices increase and the real 
incomes 'of the poor decline concomitantly. The pursuit of a capital­
intensis, strategy fdeopment therefore tends to place an undue 
i t 
burden (n the poor and represents a failure for developing countries to 
exploit their comparative advantage in labour-intensive production. 
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Figure 1. Marginal budget shares for 
locally produced non-food goods and 
senices by expenditure level, Muda 
irrigation project area, Malaysia, 
1973. 

Source: Peter B.R. Hazell and Ailsa Roell,
Rural Giowth Linkages: Household Ex­penditure Patterns in Malaysia and Niger­
ia, Research Report 41, International Food 
Policy Research Institute, Washington, 
DC, 1983. 

In the context of a global economy, ;ru;just mcnt programnies shotuld 
move to exploit I hat comp rati,,c ,dvantage. Thc:efore, a major focus 
of structural aijust merit shoul heli towards accelerated long-term
growth in emrrplomernt of the poor. The link between increased 
employment aird the demMnd for '0od '.,tlneCes Ihtt adjustinents
promoting groth itimlJFi Cultt rc can he especially effective inpromoting 
overall grtowth. ( tie le'seriC. cri',ilen elOdal dht a capital-saving 
agricultural stralttee scen rs particulairlY appropralue. By raising the 
p)urchasing po\,,Cr Of the p)otor thrt.h incleased erirployrient, agricultu­
ral gromth uCts food irrt the hands of the poor throutgh market 
rnechanmsils. ()xer time. itcan eliminate much of the nced for policies
such as I'td snbsidies \ tich distort tie funtrrrionng of a developing 
uccOltOlllV. 

TeIC d.ve.hilillrre tIl a'ricltnlltpmlitllo:- elllplo\ rlill of the poor
throngh increa.Csed iodtion of1labOr-imltenr.,v, \o age Ln.loJs. particL­
larl thood. SnCh a st'ratee\ in pllis, the \,idespread disseniination of 
new ;ngri'unltUrr;il h't'hnh.O A to increase wIeld'I; ald :'.improvc the 
produclint\ of labour,. rcerC tIhe i/c tiel. agrnltul nral sector illmOSt
dc loipie' countrie's. ccoututili., lo -40 to W'"' ot lotal ellllllllt.' 
cnsules thataligric'ulttura Ct\tll,through it',rrultiplicr effects, will have 
irmportarrt 11l;ClCoeCOrro'lruc imliL-itiolrs. 

[ccih rou'l igll CIchr;!C in gLCtIItUre ilcre'aCses t!re Illcolllc Of siall 
larndo(,,.ne farilrrs. Ir Aia. these Ltrmurs t.\pcall, spend a large
 
porportiol ol
f thiitlie\%irreOllies Off locill-\-prodnccd, iorn-igriCllural

goods and serct'.iccs sich as 
tcil. plodtsl, transportation arid health 
Ser\'rces, arid honL,li ("cec r I ). Protlo ctiorr of tirese !oodstends to
 
be firllre altiur-iteirsi'.e tIr;irt in lirge-scalC ilunstv. As a result of
l 

the irrere;rseiirlXpeCditnrs 
of1Iihml, ung farmers, tile rural poor gain i 
wvide range If ne'',, Ioir-irriltur;il ep merIl.,I 01pp)ortulinities.
 

AccCleraited JLrIicuIlttiral tro',h
tu,Is ads to increased employment 
for the poor. As the lhi begin to work more 1teadily, their purchasing 
power also rise,. The resuilin icrrased demand for food and other 
goods provides stroig, iIdi ct nmuliriplier effects Mitch stimulatelinew 
rounds of r i i the ecorrlloil as\iwh a1\vh(1lc. Iru XPC nsiye food from 
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increased product*on helps keep labour costs down and, thus, encour­
ages employment growth in the urban sectors of the economy. The 

result is a general increase in domestic demand for labour-intensive, 

consumer goods. 
Over time. i ins produciIg such labour-intensive ,oods for domestic 

consumption ci1i acq uire the experience needed to compete on the 
world market 'his is important in:'smuch as any successful strategy of 

develorment requires the production ot export goods to pay for a wide 
range of capiltal-intensive goods -- for example, fertilizer and pesticides 

for agriculturc, and steel and petrochemicals for industir,. A s rategy of 
technologici I change iI, agriculurc. which stresses the increased 
production of primail and Co1nmer goods. is able to contribute to 
these export needs. 

Adjustmcnt programnfc can specificallk address the needs of an 
ag ricUt rll dcx,clopmilt st ah'g\, l)C\ alucd exchange rates to improve 

the bala nce of pa>,mcnts increase purchasing power inI the rural areas 
and ituproxc the expmrt oullook f,'t production. Removingogiulurad 
biases in the poisioilof crcdt,.climinating \wagc differences between 

urban and rural areas. and Iiinginu domestic prices into parity with 

internitional pric', Al hclp to illlprovc incentives to agricultural 
producers Nloic dhicctlk changes in agi cultural policies, such as 

redLciCuu of cxpOrt txcs ald rCstructurine of act icuirral markets, also 
,pro\ idc InenIx1\ to agriculltural prIoducirs. 

Bccasc tcchtii ogicAl clian c rrepscclts the nrimarv engine of 
sUs;Iillcd a'riculi !I rox llh. adjusintent policies should be designed to 

priioiti famicrs' ;idoption of nc\% hiih-yich seed. fertilizer and water 

inpnts Price ;ts cotribute to this process only by providingchi le can 
m1orc efficient mar111kc signals Artificiall higher prices promote growth 
ill out pi it the CXpnClsC ot (dCCICisnet factor productixl.v, resulting in 
less outpult hi ililitoi;il tcx el,, of inputs. Te.hnological change, on the 
oth lian. inreaI,ss Lki,1 ctix it,, of inputs. In this regard, the role 
of structura adlutmntsIlls shuld be to rilOtinalize markets and return 
prices h potplcr market Iccls. Budgetary savings from cutbacks in 
pulic cxp Cn(lutCirad resources obtained through secioral reform 
should hIIen be dircCiCd towa.Lrds iMCstnllI in ru ral infrastructure. 
extension ser\ces and agricultural reseatch in order to promote 
long-term agriculural growth. 

Food policy and the poor 

Food policies often pla ani integral role in adjustment programmes. 
Reduced rood subsidies or th," reorganization of agricultural commodity 

markcliii g pIrogrammes can inca, substantial budgetarv savings. For 
example, iil Sri Lanka, policy reforms reduced food subsidies' share in 

total govertient expeiditure from 15'% in the mid-1970s to 3% in 
1984.2 Scarce foreign exchange can also be saved by a currency 
devaltiation which discourages agricu'tural imports and increases the 
detmand for agricultura exports. 

Ilox evcr, the radical changes involved in such adjustment program­
me have costs that threaten the short-term welfare of the poor. 
Reductions in food subsidies increase the cost of food to those people 
who cati least afford it: the poor. Similarly. i currency devaluation 

increases the cost of imported food and domestically produced 
substitutes. Data from various developing countries suggest that the 
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while nearly 75"%, of Sri Lankan households maintained or increased per 
capita caloric consunlption, per capita consumption of the most poor 
declined by . 

Food aid and long-term growth 

Food aid can be paiticularly useful as a means of protecting tile poor 
from tile adjustmcnt process. It can provide the means to balance tile 
tradeoffs inherent in adjustlnt polities, such as between conlinued 
food subsidies to consumers and 'reproved price incentives to food 
producers. Furthermlore, in the transition to all agricultural strategy. 
production nav lag behind anv initial increases in demand for food. In 
addition. foicign cxchan,,,c Inay be unavailable to incet those short-term 
food nCCds llthlroIgh inccascd coin rcial iirpotts. It mIa v bC necessary 
ill the stolort run to pro'ide assistance ill tile form of food aid. In tile long 
run, agricultural grtowth should providC the ncessar donmlestic produc­
tioi and fi ieu exChaniIC to mcet thll increiSillg deallilnd. 

It Is oftli aircd, loxcx.Cl. that food aid represents a poor substitute 
for fininchil d %ex n IssIStilCC allowsClpI -sltil.-. CCautlSC financi;l 
flexibililt in iarkcl dcciSion,. it is algucd that it providcs food more 
efficientlh than fond ild wih It" acded adlinistrativC baggage. 
"lhhcchr . succesful us~C (d food aidl depcid. oin the abilitv to ensure 
that it is addilional 10lhCl ilc . CxCr. if foodIto Ici ,Ml C ,tCaS ItHi Cven 
aid is ldtion0 al II t111,tnciil Aid. It ma\ still no! ImakC ajnet contribution 
tIo ccononiic 1!ixtI loroll ikiilMaIced distributioni of food aid caln 
supples's Ilct ix e to inceased doCtic agricultiral produclion and 
Catn Clte a dependece on imporCd ctinlilliodilics. 

B3\ smginentlig the market f ir food. charging higher prices to 
countries xitll rclatix clx inelastic dciaiil and klox prices to countries 
with imoic elastic delliand, food aid Can bc used Is an additional form of 

dc\elopnen ii asistatrc. It a ccirlain quanil t of a gikcn supply of food 
can be rescx Cdtot 0-incomeW pcoplc at I liox price, their consunptionoxx 
will JUnip Sliarplk. I tod aid from dcxcloped countries can then be used 
is all addiit inail sourCC of hok-pricCd food to meet this increased 
demand. The caiiiiine supplics can be sold to high-income, demand­
inelastic couilricS at prices that more than compclsate producers for 
the lowcr priccS paid b\ thc poo,. 

Within dcxc lopinv. countries the demand for food \ the poor is 
highlk elastic. with ia pi ce cist cit of derand of about -(.8, while the 
denand of thilost we10th\ is q uitc inelastic, with a price elasticity of 
demand of only -11. 1 or Ic ,s. Segnteid makets allow for low-priced 
food froi food aid to be solJ to the poor Vi! hoLut depressing incentives 
to domestic prodctio c.ceatisc lo\ prices of food aid create additional 
demand, domestic farmers can maintain their markets by maintaining 
high average prices for domestically produced food through the sale of 
food to more xvcalthv consumers. 

In addition to providing increased supplies of food to poor consum­
ers. food aid can help facilitate growth in agricultur'.. Through the 
mechanism of food-for-work programmes, food aid can help meet one 
of the most pressing agricultural development needs in many African 
and Asian countries: the lack of rural infrastructure. One of the 
principal contributions of food-for-work programmes has been th! 
building of better roads, irrigation arnd drainage systems, and com­
munications networks. In effect, food-for-work programmes to build 
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rural infrastructure can decrease tile cost of food production more thap,
the potential depressing effect Of food aid on prducer prices. At the 
same ti ine the verv positive impact of thels,, prograni mes on the rural 
infrastrcture helps paxe the wa ­ for the multiplier effoctS of :ttricjltu­ral growth to expand ]])come tld cmiplovllen in)Other sectors of the 
ecnoliv. 

For example. in Banelaidesli it iS e-rimated that food-for-work 
programmes incrcased the gross xaluc Of crop production bv 27% in 
sone areas, with inc"cOiSCs of II. ,, in the per acre ell-plovillent of
ILbour and of 41" for fertilizer (see Table 2). Ihse data indicate thatfood aid in the foim of food-for-work prog,,ineics can have a SiLinifican! 
impact onl the adolption of modern iagricultiral technloh)2v.

The capacitv Of dech ping couu:ricS to ,isorh increased food aid
depends on improvements in ditrihutioji chainlc. TheSc structures are
essential not Only for ensuring the niost efficient use of fod aid as 
long-term development iSistilCe,in lutlS to iiprovc rcspow.<ilxeess
to short -term short agte_ caused bv increases in demland from increasCd 
employment or fluctuations in dometic production. Ilowevr. distrihu­
tion CthaMnes cInl oIIn be built over tlmlei ld reLuire reasonable 
assurances ofJ -lon-rnlaid. Iis retliircmcnt pl.ces a burden on the 
developed cotuntries. )onor countries T1hould do inC"er\ thing their 
po\ ,r to) [Okih rlialIeC :ImOLts111, Of food aid ocr a stiff icientlv long
period Sothat dcchlocpnt go;als can be achieved.

If ti cd prperl, ltood aid does not contribute tol distortiOiis Il the
agricultural Sector. TO the extent thi; current devclopmient strategies
overelphalsize c gopitalgoods productin at the expense of labour and
food, di.tortions alrcads cist in the allocation of resources to
agriculture. In these case., food aid can be used to support "Structural 
Improvements dcigcd to letin developing counitries to a. lew 
Cquilibriun of mor labouir-tutensivc production. 

Conclusions 
Structural adjustments are ncccesSarv to eliminate distortions in resource 
use in many' devcioping ecionlics liowever, in pulrsuing these
reforms, dcxel,.ping countries should not lose sight of the long-term
goals of economic development+ 1To these ends it is essential that
struclumal adjustment program nies m1ove developing countries towards
their comparative id\iIllitage in labour-intcnsive production. Given the 
requirenie ts for increased enploynent and the linkages betveen the
markets for an(dfodt aflabour, structural adjustments should provide
support for a strategy that cmphasizes agricultural growth. This can best
be accomplished by policies that facilitate the widespread diffusion of 
the basic elements (if tile modern agricultUral technology - new seeds, 
fertilizer and water inputs. 
Table 2. Effect of food-for-wor* projects on, lebour and fertilizer use, Bangladesh, 1982. 

Labor (days per acre) Fetllizer (tb per acre)Infrastructure FFW Other FF'W Othertype project' projects projects projectsSource: Md. Abul Quaserm and Mohabub Hos- Drainago/irngation canal 58 2 57 0sam, 'The effect on agrultural production', in Field channel irrigation 
74 54 

91.5 60.4Bangladesh Institute of Development Studies Coastal embankrent 235 59
348 41 6(BIDS) and International Food Policy Research 24 3Flood protection embankment'natitute 740 92 3 73(IFPRI), Techncal Paper : Develop- Flash-tlood protection embankment 409 
83.1 89.2ment Impa.t of the Food-for-Work Program in All types 401 471 
71.3 63.7 185 131Banglad3sh, BIDS/IFPRI, 1985. 
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adiu.sIienFood policy, food aid and strutctural programme. 

It is important to realize that the losses incurred by the poor during 

the course of structural adjustment represent very real setbacks to the 
on bothdevelopment process as a whole. It is, therefore, incumbent 

developing and developed countries to cooperate it the design and 

implementation of adjustment policies which rrotect the status of the 

poor and lead to an equitable pattern of grovth. For their part, 

developing countries should give priority to an agricultural strategy of 

development, They must then make the hard policy decisions with 

respect to the allocation of scarce hiIrman and financial resources to 

promote such a polic'. l)eveloped countries, on the other hand, should 

provide reliable supplies of food aid and assistance, both to mitigate the 

negative impact of adjustments on tle poor and to support a long-term 

pattcrn of devclor ,ent, l r m the dynamics; of such a partnership 

between developing and devclo d countries, the world could conceiv­

ably evolve into a place where cm mgh food is an accepted fact for all 

peoples. 
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