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The 1930s have ushered in 8 new eri in development assistance. Whereas the
previous three decades had seen major strides in the provision of assistance for major
infrastructure and cther projects, the present decade has seen & move towards
non-project assistance. This is assistance which is tied not to use of physical and
human inputs, but to the enactmant of policy r;rorms. Of course, such assistance has
to some extent been present in IMF operations, where quick disbursing loans are
made conditional on performance criteris, and where the loans have to be repaid
over a short period. But the majrr shift was undoubtedly heraided by the
development of the World Bank's Structural Adjustment Loans facility. These losas
are quick disbursing, conditional on policy reform and performance criteris. with &
repayment period considerably longer thaa for the standard IMF agreement. Since
the emergence Bf structural a.djustment loans in the early 1980s, & number of other
facilities have appeared, including sector adjustment loans (World Baak), structural
adjustment facility and extended strﬁctura.l adjustment facility (IMF). Most recently,
A.ID's Development Fund for Africa has .o, significant component of non-project
assistance - up to Zb% without consultation with the Appropriations Committeesand s
further 10% with consultation.

It goes without saying that one of the major objects of development assistance 1s to
make an apprecisble deat in the poverty of the developing world. Of course opinions
are divided on the best way to do this. The “trickle down" optimism of the 1950s was
geadually replaced in the 1960s aad 1970s with & view that projects should have &
“poverty focus” i.e. that poverty imptcté should be an integral pcrt of project analysis
ahd design. Despite 8 swing back of opinion in the 1930s, it would perhaps be 3 fair
characterisation to say that the poverfy consequences of projects are »mongst‘ihe

factors that are now more or less routinely tsken into account in many project

documeants.
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This raises the natural question - should the same be the case for non-project
assistance? And, if so, how exactly is this to be dene? It hasto be said that in the first
flush of structural adjustment loans and non-project assistance in the early 1980s, the
poverty question was somewhat neglected (see EKanbur, 1988, for an analysis of
structurel adjustment loans to Cote d'Ivoire in the early to mid 1980s). It csn be
countered, of course, that to the extent that the reforms were growth oriented they
were also oriented towards reducing povérty. But this is the same as the opﬁn;ism of
the 1950s concerning projects. By analogy, the trend now is very much »n
incorporate the poverty dimensions of sectoral reform sad non-project sssistaace
directly into the snalysis, rather than relying on trickle down to do the job
eventually. | |

If the trend identified above, and seemingly endorsed by all the major international
agencies involved in development misunée, is indeed in place, then those
previously charged with desig&ing pon-project assisuncﬁ vill have to acquire the
techniques and tools of poverty snalysis in the context of poiicy reform. The object
of this paper is to provide a brief introduction and review of the major issues
involved. Section 2 of the paper starts irith the loéic of non-project assistance - why
is it necessary? It is argued that this must be because there are certain costs to policy
reform - and if some of these costs are borne by the poor, there is a case for tucing
and rectifying these imptcté. Section 3 moves on from this to & discussion of issues in
the quant_iﬁc:tion of poverty. Some of the conceptual issues are aired, but the focus
is on arriving at practicable methods. Section 4 leads on to sectoral dissggregation of
poverty, and its use in impact analysis. A simple madel is presented which, despite its
simplicity, allows one to use poverty profiles in identifying likely impacts. Section 3
illustrates this argument with three specific exsmples from Céte d'Ivoire, while
Section 6 discusses more generally the dats requ.irements. The recent World Bank
initiative on data collection for the analysis of the sociel dimensions of ndjus;ment is
highlighted as s major factor on the scene over the next decade. Section 7 concludes

the psper.
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2. TheC { Policy Ref { the Logic of Nen-Proiect Assi

At the outset, it should be recognised that any particular packsge of policy reform
may have associated with it both project sssistance sad non-project assistance.
However, from the analytical point of view we should start by considering these two
aspects separately - to see whether there is indeed something in the logic of
non-project assistance vhich makes it inherently different from project assistaace. -

Letus begin by looking at project misti.nce..

Why Project Assistance? Suppose that & particular project has been identified in &
developing country - by which is meant that the inputs required and the likely
outputs have been identified and estimated to the best extent possible. If the
commercial rate of return on such a project is sufficiently high, of course, the
privats sector should be willing to finance the project. While there are those who
hold that the only projects that should be done are those that ihe private sector finds
sufficiently profitable (s view which would, inciden@a.lly. question the role of -
national or multi-national dev_e.lopment agencies), the current consensus does seem
to be that there are some projects which are worth doing even though.the
commercial rate of return on them is pot high enough to make them attractive to the
private sector. There are two aspects to this counter to the complete free markets
vie_v. Firstly, the rate of retura required by the private seclor may be toc high
because of capital market img;erfecﬁons. For example, the private sector may be
nervous about financing projects with long gestation periods if its own time horizons
are limited by the gv:ilable futures markets. A multinational sgency, it can be
argued, is legitimately able to iake s lon;er view. Secondly, it may be that the social
rate of return to & project exceeds its éommerci;l rate of return. For example,
whether the incomes generated by c- project go to the rich or to the poor is
immaterial to 8 commercial rate of return calculation. However, the social rate of
return is influenced by such factors. A multinational agency may well invest in &

project with & high social rate of retura.
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For these reasons, then, project assistance for purchase of inputs into projects whose
outputs are uncertain and accrue st distant dates, has & coherent logic which is
reflected in the way projects are analysed and evaluated. In strict analytical terms,
the inputs should be priced not at market prices but at “shadow prices” (Little and
Mirriees, 1974) that reflect market imperfections and social objectives. In practice,
aﬁiustment and qualifications are sometimes made as an adjunct to commercial rate of
return csiculations. The vast literature on theoretical and applied cost-benefit
analysis speaks to these issues. However, a particular bone of conteation between
participaats in the debate has been the extent to which sectoral or national policy
imperfections should be taken into sccount in project appraisal. Little and Mirrless
(1969, 1974) argued that project cppraisd should be done on the tsumpt.ipn that trade
barriers and imperfections did not exist. Dasgupts, Sea and Marglin (1970) argued

that this is to assume an eavironment that might ideally exist - not one which exists

currently.

A simple' illustration might prove helpful. Consider an tgricﬁltnul project which
will produce grain as output. How should this output be valued if the grain could be
imported fairly cheaply, but whose domestic price is above the world price because of
protection? Clearly, it maiters which of these two valuation methods is used - the
fatter would put & much more favourable light on the project. Sen (1972) argues that
if it is konown that in fact the tratie bsrriers will not be remow}ed then this has to be
taken as given. Little and Mjrrlees (1974). in their famous injunction to use "border
prices” argue that if free trade is the socially opﬁma._l policy then calculations should
"be done assuming this policy - at the very least the exercise would concentrate the

mind wonderfully on the benefits of free trade!

While the logic of Sen's (1972) argument is incontrovertible, it is easy to see how the
thrust for policy reform emerges quite naturally from the debates on project

appraisal - it was felt by manay that some projects looked good only because of bad

K
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policiss, and to support the project would be to condone and compound the effects of

these policies. Hence policy reform.

Of course if policy reform is socially beneficial it should be considered irrespective of
its implications for project assistance. But policy reform is different from projects in
the sensa thet, in principle, all that is needed is to reform the policy - which requires
po more input than the pap;r. pen snd ink necessary for the signing of o
Presidential Decree. Why, thea, do we need special assistance for policy reform?
Now, it is true that policy reform does need mors than paper and ink: for example,
reforms of tax rates may require gresier administrative input (although in many
cases the object of reform is io reduce the administrative burden). For this reason,
project assistance may be tacked on to policy reform. But to insist upon 4this need for
physical inputs is to miss the ceatral point that the costs of policy reform are
- different from those of the physical inputs required for a project. To ses this, one
needs only to ask - if the policy reform in question is so good, why has the

goverament not aiready undertaken the reform?

The.msver is, of course, that the reform is costly in a precise sense - it hurts the
groups whose welfare the government takes most sccount of. Thess costs may be long
term, in the sense that beyond the traasitional period the government's supporters
~will be made worse off. Or they may be short term, in the sense that although in the
long term the government's supporters will benefit, the short term costs are too high
to be acceptable to them. It might, however, be 8 safe generalisation to suppose that it
is the short term costs (or benefits) thet most exercise the minds of politically
powerful groups. The logic of zon-project assistance must include an element of

overcoming these costs.

It may be that among the groups whose wvelfare the government takes account of are

the poor. But it seems unlikely that all the poor everywhere will enjoy such

influence. Some policy reforms ma{r affect them adversely and, if multinational

Best Available Copy



6
agencies are sensitive to this, 8 second element of non-project assistance must consist
of overcoming or mitigating these costs. Suck a view ’s analogous to that for project
assistance - rather than rely on the (hopefully) higher growth to do the job in the

long run, the idea is to identify vulnerable groups and design reform accordingly.

To summarize, then, there is an ansalogy betweea project and non-project assistance.
The “inputs® into policy reform are the short term cost.;» borne by various
socioeconomic groups. This is why non-project assistance is needed. The costs of
policy reform should concern the intsrnational development sgencies for two
reasons - firstly, if they are borne by the politically powariul (in which case the
reform process may not be sustainable); secondly, if they are borne by the poor (in
which case the reform process may be sustained, but the benefits to the poor may not
materialise for a considerable length of time). Whichever of these costs is considered
paramount, the fact is that the éxist.ence of costs of reform is central to the logic of
non-project assistance. Without them it is not clear why "assistance” is necessary a
all. Given that they exist, it is imports;nt that we attempt to quantify these costs. The
following sections of this paper focus on duantifying the poverty costs of policy

reform.
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3.1 in the Quantification of P

Befors the poverty costs of policy reform cen be quaatified, poverty itself has io be
"quaatified. There is now s vast literature on the concept and measurement of
poverty, and it would be insppropriats to provide s comprehensive review here. At
the conceptual level there are many controversies - however, our object is to arrive

at s method that is both practicable and reasonably sccoplable.

In order to quantify poverty we require three buiiding blocks:

(i) adistribution of some measure of the standa.rd of livin}g in a populstion,
(i) a"poverty line" which distinguishes the “poos" from the "_non-poor“ sad

(iii) s “poverty index” which aggregates infor;mion about the poor into & form thet

‘is manageable without doing undue violence to basic intuitions sad vaiue

judgements about poverty.
31 The Standard of Livi

What is the “standard of living” of an individual? There is no simple answer to this
question, &S indicated by the philusophical nature of some of the recent writings on
this topic (e.g. Sen, 1983, [987; Townsend, 1983). For our purposes, it suffices to restrict
aﬁenﬁpn to the consumption of goods and services. For those goods and services
traded in the market, the economic approach would be to go further and aggregate
the quantities consumed bi spplying prices to arrive at a measure of the value of
goods and services consumed. Goods that were produced for home consumption would

be valued at their market prices and, if possible, the flow value of owned housing

would be imputed.
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The same approach could, in principle, be taken Lo publicly supplied services such as
health and education. But imputing & flow vaiue for these services for which no
developed markets exist would be to strain one's faith in economic analysis. Any
computation is bound to be controversial, depending as it does on an estimated
"demand function” for these services. With this in mind, we would recommend that
in practice the basic needs soctors of health, education and housing be treated
separately from ordinary commodity consumption, and that poverty be thought of
along the two dimansionsof (i) consumption of private goods and services aad (ii)
access to basic needs and public services. We will focus on (i) in what follows; (ii) is

taken up in Sections 4.5 and 5.

The above approach measures the standard of living through expenditure. An
alternative is to attempt measurement through income, if such information is
available. If measured correctly, then the “long run” value of income must equal the
fong run value of consumption (including bequests in the fatter). Hovev;r. sss
matter of practice what we have is one (or at most two) "snapshots” in the form of
household income-expenditure surveys. In suéh a situation the choice of one over
"the other is bound to be controversial. One view is that consumption measures the
current standard of living and that is what is important. Another is that if high |
consumption is being sustained thfough dissaving, then to use current consumption
as 8 measure of |._ho sustainable standard of living is erronecus. To add to this
c;nu'oversy, Anand and Harris (1983) have‘ argued that certain components of
measured expenditure such as food eipenditure may be better indicators of long rua
income (or Iong run expeanditure) than either measured current income or measured
current expenditure. However, Glewwe (1986) has contested this.- Relatedly, there are
certain deep questions as to whether the st;ndatd of liviné over different periods can
indeed by averaged (Kﬁbur. 1987¢). How would we respoad to the proposition that an

individual's poverty in one period be ignored because upon averaging over two

periods, his expenditure turns out not to be quite so low?



We would argue that, in the context of the imperfect savings and capital markets one
finds in Africa, the level of current expenditure is of significsnce in and of itself.
Moreover, the incémo vorsus expenditure controversy is unlikely to be settled
without the availability of a long run of panel data, and the question of whether any
of the elements of expenditure is better is still controversiel. In view of this, our
recommenduion' would be that in practice total real expenditure be used as the
_indicator of the standard of living, perhaps supplemented by trying out food

expenditure on itsown.

The data that are typically available from household surveys allow us to coastruct
more or less convincing measures of real exponditure st the household level. Butour
ultimate interest is presumably in individual living standards. The standard
procedure is simply to calculate the per capita figure for each household and to
allocate this expenditure for each of the individuals in the household. As might be

imagined, this procedure in turn is not free of controversy, and there are two major

objections to it.

Firstly, individual needs differ and the sge-sex composition of & household will
influence the adequacy of & given lével of real expenditure at the household level.
Thus, for example, if we compare two households each of four individuals and each
with the same total expenditure, it must matter whether some of the individuﬂs are
children or not. However, while it is éssy to make this criticism it is less easy to
provide s solution to the problem, siace it takes us into the vexed question of
appropriate “"adult equivalent scales” (see Deaton and Muellbw-er, 1980). The
estimations of such scales in based in ﬁzrn.on the estimation of consumer demand
systems. Apart from inherent econometric difficulties in extracting such scales l‘ﬁm
the data, there isthe question of whather such a time consuming effort is justified in
a policy context. If it so happens (as for Sri Lanka) that there exist adult equivalent

scales that command sgreement, then tﬂey should of course be used. If this is not so,
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then (1) such scales shouid not be “imported” from other countries (as Glewwe, 1986,
does for Cote d'Ivoire) and (ii) it should be recognised that arriving at agreed scales
may be a long process. In such circumstances, our recommendation would be to stick

to the per capita real expenditure measure.

Secondly, even if adult equivalent scales could be calculated their use in transiating
household level expenditure into individual levél expenditure assumes that, within
the household, distribution is according to need. Maay authors have quastioned this
assumption (e.g. Kynch and Sen, 1983) in connection with gender bias, while others
(e.g. Deaton, 1987) seem not to have discovered such biases in the data. The basic
problem that we face in ident.ying intra-household inequity is the lack of
intra-household information on consumption. While future surveys might well focus
on these issues (at great expense), the current run of surveys by and large collect
_expenditure data at the household level. While there are techniques for testing for
intra-housshold discrimination using household level data, the translation of these
results - and the results of other more specialised surveys -into an _opeutionti tool
for arriving at individual standards of living is still some way off. In view of this, our
recommendatioa is to continue using the per capita real expenditure measure. It
should be emphasised that this is not to minimise the importance of the gender issue,
but that as things stand it is best tackled using other information in & survey (e.g.

hours of vork and type of activities) rather thaa that of household expenditure.
32 ThePoverty Line

Having arrived st s measure of the standacd of living for each individval, we now
have to specify a cut off that will distinguish those considered to be “poor” from those
considered to be "non poor” - we cannot focus on poverty without a poverty line. But
determining 8 poverty line, and deciding on how it might or might not change over
time, is en issue frwghg with controversy. A common enough spproach is to start

from what might be regarded as a basic intake of nutrition, as measured by calories
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for example, and then go on to calculsts the ecopomic resources necessary to achieve

this nutcition. Eack of the steps in this approach is, however, controversial.

First of all, what is the minimum necessary nutritional intake? Despite the existence
of WHO/FAO guidelines, there is no agreement among nutritionists on this (see the
recent survey by Dasgupta and Ray, {986). It depends on activity levels, height,
weight and other more specific genotypical festures. Given this, there is 5-”3&
resistance among some putritionists in arriving at measures of malnutrition, for
example, by comparing intake data with some saverage requiremeat for a
socioeconomic group. Even if one overlooks ths problem with using an average
requirement, there is the further questica of whether the body can adapt to low

levels of intake in 2 manner that is not detrimental to health or procuctivity.

Going from a nutritiopal cut-off toa ccrrespondinvg income cut off is also problematic
for several rsasons, not least of which is thai since an individual has choice over the
fcod bundle he buys, e may be opting for s low nutrition combination through
ignbmce or pﬁfennce. Even if this is hot a problem there is the probiem of price
variations within a country - the same autritional Sundle may cost more or less in

some regions than in others, snd if one is going to use a price index the weights must

be related to the nutritional bundle and not general expenditure shares.

Evén if one solves these problems there is the question of basic requirements for -

non-nutritional items such as clothing, or housing. Several approaches have been
tried here. On the one hand, Orshanéky (19635} simply grossed up the minimum

expenditure for attaining nutritional adequacy by the average ratio of non-food to

food expendinira in the whols population to arrive at an overall poverty line. In

some cases (¢.g. Altimir, 1979) aa attempt is made to use the shares of the “pnoe” - but
the circularity in this method is plain to see, since the object of the exercise is in fact
to identify the poor. Another approach, going back to Rowntree (1901) is to specify a

commodity bundle including food and non-food items which is considered as the basic
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and all thoss unable to purchase the bundle are classified as poor.

The Rowatree approach bears some mlﬁion to Sen's (1987) concept of "capability”,
but it raises the question of how these !;asic items are to be decided. And du they
change over time? If the definition of poverty is felt to be essentially a social
question, it ix »0!. immediately clear who precisely is to give the answer. Atkinsor
(1969) in his work on the UK. used the line he feit the government of the day was
committed to. Even in countries where there isn't an “official poverty line, there is
sometimes & line which has acquired this status through & concensus having been
built up around it. The Orshansky line for the US. is one example. The Indian
poverty line, which was agreed upon by a high level government commitiee and
which has since been used by most analysts (the only updating being for inflation),
is another example. Levels of minimum wages can sometime> be used since they

embody, to some extent, social conseasus.

Given the variety of approaches available, our recommendation would be twofold: (i)
use a line that commands consensus and (ii) conduct seasitivity analysis around any
iine you choose. However, in many African countries poverty analysis is relatively
recent, and no consensus has developed on what ought to constitute & poverty line.
In these cases, our recommendation vould be that, as a practical matter, choose a line
which cuts off a specified proportion of the population below the poverty line. What
proportion? This isopen to debate and of course reflects lack of conceasus. However,
in Kanbur (1988) two poverty lines were chosea - one which cut off 30% of all
individuals as poor and another cut off only 10% as poor. The latier was referred to as
the "hard core” poverty line. Some results based on these are provided ia Section S,
but it should be recognised that there is bound to be & degree of arbitrariness in
specifying the poverty line. In 2a operational context, however, there is no choice

but to bite this bullet - and to do seasitivity analysis.
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3.3 The Poverty Index

Having chosen the measure of standard of living, and a critical level of this standard
below which “poverty” begins, we now face the problem of summarising ‘e
information contained in this picture in 2 manageable form. When asked to report
on poverty in a country, it is of course of little use to provide the policy maker with s
list of incones of all of the pcor. A conﬁ'enient summary measure that captures the
essence of t+ s information without doing violence to basic value judgements is what

is required. This isths problem of findibg the right "poverty index”.

The simplest and most cosamonly used poverly index is the “"poverty ratio” - the
percentage of population below the poverty line. y; represents the income {or

expenditure, or whatever the right measure of the living standard is) of the ith

individual, g2od il these are raaked as follows

JSPRS . .S S Z< Ve S...2 )0, ‘ ) (1)

where z is the poverty line, n the total number of individuals and q the number of

poor individuals, then

v
"
h I
8

is the so called poverty ratio (or “head count" ratio).



Vhile easily understood snd commonly used, the Py measure is acpen (o & serious
objection (see Sen, 1976). This is that it focusses purely on the numbers of the poor
and ignore: how poor the poor are. One measure which focusses on the latter is the

“income” gap ratio:

z-130 . 5
I= _!T’:. . 3)

i.e.the proportionate shortfall of the average poor persons income below the poverty

line. Of course, I ignores numbers in poverty. The obvious suggestion is to use a

combination of (2) and (3) to give us

=% » (4)

F4

N
]
v
\
)
his

=7

The measure Pj is sensitive to the numbers of the poor and to the average depth of

poverty. It is also related to the- minimum financial transfer necessary to eliminate
povérty:
i‘, (z-7) = 22y (5)

=/

Clearly (3) is the mirimum necessary to eradicate poverty because it tsﬁnnw no

leakages or other incentive effects.
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While Py overcomes the probiems of Py -@d 1, it is clearly open to the objection
that it does not evidence special concern about the yery poor. Thus if a dollar was
taken from the very poor and given to those just above them no change in Py would

be registered whereas it might be argued that actually poverty should be seen as

going up. This suggests the following family of measures:

. z F o3 AL - . . ’ .
B = - —L
“ a,%( z ) '_ : (6)

Notice that when o =1, (6) collapses to (2) and that when a = 1, (6) collapses to (4).
Notice also that when & > 1, special seasitivity is shown to the very poor in the sense
that a dollar given to the very poor will reduce poverty by more than a dollar given
to those slightly less poor (which is not the case when & = 1). Higher and higher

values of @ show greater and greater concern for the poorest of the poor.

Which value of & should be chosen? This is a matter for value iudgeinent and cannot
be decided easily. However, as practical matter we would recommend that @ =0, 1, 2

be tried always. The results in Section J show the difference that this choice can
make. The beauty of the Py family of measures, first put forward by Foster, Greer

and Thorbecke (1984), is that they allow us to capture basic notions of poverty in a

clear and operationally manageable way. Whils there are other indices of poverty in

the literature, it is our view that the P, family is likely to become the workhorse of

the next generation of poverty studies.



Our focus in this paper is on the impact of sectoral reform on poverty. A basic
requirement for such snalysis is a profile of poverty disaggregated by sector or

subsector. Only when we know the current patterns of poverty will we be in 8
position to gauge the impact of reform on poverty. It so happens that the Py family

of poverty indices is amenable to decomposition in a very straightforward and

operationally convenient way. If we divide the population up into two mutually
exclusive and exhaustive groups (sectors) with nbmbers ny and ny, then Foster,

Greer and Thorbecke (198¢) show that

g a
&z.—.P — (7)
ﬂq,+ap¢3 . )

vhere Py 1 aad Py 2 are the poverty indices in the two sectors separately. More

- generally, if we consider m sectorsindexed j=12,..0 then
B=Y 5k, | _ (8)

vhere x; isthe proportion of total populstica in sector j. Thusthe “coatribution” of

sector j to national poverty can be written as

& fzy | -
2 : (9)-

q-
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An application of these decompositions to actual data from Cote d'Ivoire is presented
in Section 5. We note here that the pattern of contributions can vary with the value
of @ -as & increasesthe sectors which begin to contribute more to national poverty
are those where the depth of poverty is greatest. The disaggregation in (7) and (8)
can be as detailed as the policy discussion requires and the data allows. In the case of
Cote d'Ivoire, with around 1600 households in the sample, “small cell size” probiems
began emerging beyond a 5 sector disaggregation. To some extent, therefore, the
- sample size of the household survey being used as the data base can pose s restriction
on the level of disaggregation at which policy reforms can be saalysed - but this is
bound to be the case. A discussion of data requirements and availability is to be found

in Section 6.

Another problem with the use of these decomposable indices is that one has to assign
an individual to one and only one sector. While this may be reasopable in the case of
s short run regional disaggregation, for example, it tecomes problematic vheg-n
production sectors are being contemplated as defining the disaggregation. An
individual may have several sctivities and multiple sources of income. Unless one
goes to a full blown multivariate statistical analysis and thus abandoas the notion of
sectoral poverty profiles, this problem is bound to be with us. By judicious choice of
sectors and careful classification of households we can do our best, and quite ofien do
quite well, in defining the necessary disaggregations. For exampie, an obvious d?vice :
is to classify as tgricul;.ural households those that earn 8 large fraction of their
income from this sector, or to classify individuals on the basis of primary activity etc.
The pmt.ica.lities'bf this are reviewed in Section 5, but some element of overlap is

bound to remain.
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42 Targeting of Income Transfecs

Before coming on to the central question of sectoral reform, let us address a question
which, upon reflection, turns out to be closely related to our concerns. Towards
which sectors should income growth be targeted? Andwhich sectors should bear the
burden of any income reduction that might be necessary? There might, of course, be
no choice in the maiter. But posing these questions, and attempting to answer them,

proves useful.

What is the impact on national poverty if all incomes in & sector increase by a given

amount A? And what is this reduction as a percentage of total resource odt.lay? It

would not be appropriate to provide technical details in this paper, but it is shown in

Kanbur (1986, 1987) that the change in poverty is approximately
a .
”} = ‘A;)}&./_/ - (10)

since the resource outlay is nx;a, we have that

P,

A

M
niQ

Equation (10) has surprisingly strong implications. It says that if the ability to target
is restricted only to targeting to sectors, then targeting priority should be established
by ranking sectors according to their values of Pg-1. Thus if national y.alﬁe
judgements are such that @ = 1 then the targeting indicator is Pg for each sector; if

e =2 then the targeting indicator is Py; and so on. Clearly, poverty profiles by sector

for the P, family of poverty indices tura out to be useful not simply as a description
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of poverty - information in the very same poverty profiles can be put to use in

developing & sector targeting ranking.

A slightly more complicated set of rules emerges if the economics of the underlying

structure implies that each income in & sector increases by & multiplicative factor 6.

Then, asshown in Kanbur (1986. 1987s),

B = - bay[ B, - 2] | (12)
Lz 7/
pr il ;.Z[};_U - &y] - )

where p is mean income of sector j. The targeting indicator 's now related to Py
snd P, in each sector, and can be calculated directly from the poverty profile

together with the extra information on group meaa yj.

Yet more complex scenarios can be imagined, where the injection of resources into
one sector leads to sectorsl populations changing ie. o I;j chtngihg. These u‘e
discussed in detail in Kaabur (1987b). Suffice it to say that the poverty profile still
remains relevant. It is the sectoral values of Pg, Py, P2 .etc. which have to be

combined to produce the relevant u.rgetixig indicators. The role of the poverty
profile as a central tool of description and analysis is thus established.



20

Following Kasbur (1987b) we can view the basic macroeconomic problem facing
developing countries in Africa as being & chronic excess of demaad over supply,
leading to inflationary pressures and unsustainable balance of payments deficits.
The solution to the problem is in turn seen in terms of reducing demand or
increasing supply. Aggregate demand policies with strict monetary targets are
addressed to the former, while “structural® policies are addressed to the latter. It is
recogaised that supply side policies will take longer to come through, but in their

sbsence the coatraction in demand would have to be evea more drastic.

Policies of "structural” sdjustment, as the name implies, are geared tovgrds altering
the structure of the economy. Encouraging production for the international rather
thao the domestic market is one example of such & class of A policies. However, another
fea:.ure of many adjustment policies is that they use price reform as the major
instrument ie. they rely on price changes and the signals they provido in the
relative prbfiubility'of different activities to induce the desired change in the
compositica of nuibnal income. Thus, for example,a devaluuﬁon is meant as a supply
side policy to increass the profitability of producing export and import-competing
goods i.e. the profitability of -'mdeabies; production. The resources for this extra
production come of course from th.o other sectors, i.e. from “non-tradesbles”
productio:i. In order to encourage the shift those engaged in the lalter activities
must be nade relatively worse off - and absolutely so if the level of national income is
fixed. This illustrates & general point that priée reform that is designed to incrsase
Qutput in one sector must draw resources from somewhere else (at least in the short
run). If this movement is to be in response to market inceatives, some people must be

made worse of f (at least in the short run).-.

A simplified analysis can be provided for the case of two sectors (traded versus

non-tradeable, exportable versus i‘mporﬁhle. food of one type versus food of another,
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etc.) which produce output empllying two factors of production - ssy capital and
fabour. Suppose that the relative price between the two sectors is “distorted™ and that
the proposal is to increase the relative price of sector A.and to corrospondinglj
decrease the relative price of sector B. In the verv short run, the profits of
entrepreneurs in sector A will rise and those of entrepreneurs in sector B will fall.
In the short run, as entrepreneurs in secior A compete for factors, factor prices in
sector A will be bid up in this sector for both sectors (it being sssumed that in the
short run there is immobility of factors across the two sectors). In sector B, however,
factor prices have to fall and if there is downward rigidity in these prices there may
be some unemployment of factors initially (particularly labour). However, in the
short to medium run factor prices will fall in this sector ia response to the fall in

factor demand.

But there is now a factor payments differential between the two sectors, and we would
expect factors to migrate across the sectors, from B to A, in the medium to fong rue.
Indeed, the increase in output of sector A to which this gives rise is the raison d'étre
of the original price reform policy. In theory, factor movement will continue till
factor prices have been equalised. The impact on relative factor remuneration is
governed by the conditions of the Stolper-Samuelson theorem in Trade Theory - the

factor used most iatensively in the production of A will beaefit and that used most

intensively in B will lose.

The poverty impacts of each of the four stages of the process described above can be
foliowed through by constructing s relevant poverty profile - if the data so permits.
Thus in the very short run prﬁﬁts of eatrepreneurs in A benefit md those of
entrepreneurs in B lose. According to (10), therefo.re.' the net effect depends on the
ranking of P,_j among entrepreneut;s in these two sectors. In the short run
unemployment in sector B increases. If we imagine all those who become nevwly

unemployed to end up having the same pattern of income distribution as the

currently unemployed, the net effect depeads upon the P, amongst the employed
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verus that amongst the unemployed. In the short to medium run (before factor
mobility has taken place)} all incomes in sector A increase sad all incomes in Sector B

decrease. Thus it is the overall Py.1 in the two sectors that should be compared in

order to gauge the poverty impacts. Finally, in the medium to long run the factor

used most intensively in sector A benefits at the expense of the other factor. Thus it

is Pg.1 of labour incomes versus capital incomes that is importaat.

There are two caveats to the above schema. Firstly, of one takes a "multiplicative”
view of how group level income changes affect individual incomes in that sector,

V4
then the different rankings should use not Pg_q but ;[ B, - }.’..].

Secondly, in the final scenario if factor income is distributed differently in the two
soctors then the factor movement effect should be added to the formulas (10) aad (12),

in the manner developed in Kanbur (1987b).

It should also be noted that the above scenario does not account for differing dema.n'd
patterns and feed back effects from demand changes back to the price change. The
latter cin be handled methodologically by saying that the poverty analysis can
proceed in terms of the eventual price change. The former is discussed by Xnight
(1976) and could be important, but it is n.ot‘cleu' how it can be incorporated simply
into analysis in an operational contexi. Ia order to do s0 we would require a full

~ blown computable geaeral equilibrium n;odel of the variety discussed by Pyatt et al
(1987) and Thorbecke and Berrian (1987).
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(4_Structural Adiust Analysis : Food Subsidy Ref

Food subsidy reform (removal) is often s part of many adjustment packages.
Analytically it tends to fall between the “deinand” side and "supply” side policies
because aithough the major motivation behind their removal is the budget deficit to
which they give rise, they caa be justified on "efficiency” grounds if food is being
~ subsidised below its import price. In such a case, it can be argued from basic weliare
economics that removing the subsidy removes a distortion and hence (“second best”

censiderations apart) must be efficiency enhancing.

The theory of food subsidy reform with the object of poverty slleviation has been
developed by Besley and Kanbur (1988). Using the techniques of modern welfare

economics, théy have derived rules for gauging the poverty impact of subsidy
" removal from a commodity, and the P, family of measures. When & =1 their

results have a useful interpretation in terms of targeting commodities. They suggest
that commodities s_hould be ranked according to the fraction of national consumption
of the commodity that is accounted for by the poor (ot the fraction of poor
consumption that is accounted for by the commodity). This ranking then sllows usto
make poverty seasitive choices, since the commodities with low values of this index
provide the best bet for food subsidy reduction - their incremental impact on poverty

per unit of fiscal deficit reduction is smallest.

The above supposes that consumer prices can be managed independently of producer
prices. In fact, in hany countries the deficit arises because producer prices exceed
consumer prices. In this situation, what information is necessary before judgement
can be reached on whether producer prices should be reduced or consumer prices
should be increased? We should of course be careful to compare like with like, and

look for poverty impact per unit of fiscal deficit reduction. It is shown in Besley and

Kanbur (1988) that if we focuson Pg Vith @ =1 then the sppropriate indicators to
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compare are (i) what fraction of total net production of the commodity is accounted
for by the poor and (ii) what fraction of total net consumption of the commodity is
accounted for by the poor. Here, then, is another dimeasion of the poverty profile

that is highlighted by the specific policy question. An application to Cote d’Ivoire is

to be found in Section S.

It was argued in Section 3 that basic needs and public services such as educstion,
health and housing are best dealt with sepautély from income/expenditure mezsures
of poverty, although it is of considerable interest to see the extent to which basic
needs achievements do or do not correlate with income poverty. However, in the
context of structural adjustment basic needs are of special concern because a focus of

many programs has been the reduction or restructuring of public expenditures in

the basic needs areas.

In order to assess the likely impact, we need a poverty profile along the relevant
dimension. Thus, depending on data availability, ve need a8 quantification of the
access of the poor to the primary, secondary and tertiary sub-sectors in both health
and education. i‘he more detailed the poliq question, i.e. whether or not user
charges should be introduced for particular health services in a particular region,
the more specific the poverty profile needs to be. For this x;eason. it is difficult to
specify in advance the relevant profife - although it should be noted that we cannot
get vefy deta.iléd disaggregations without running into the small cell size problem for
most African data sets. On housing, similarly, a poverty profile related u; rental
bousing (in particular, public rental housing) can shed light on goverament

disengagement from that sector. An illustration of just this sort of an exercise is

provided in the next section.
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3. Some Iilustrations

In this section we will attempt to illustrate how the framework developed in this
paper can be applied by taking the specific case of Cote d'Ivoire. Asis well known by
now, the country has had a classic pattern of stabilization and structural adjustment
in the 1980s. After & period of high growth and prudent financial management in the
1960s and early 1970s, the mid 1970s commodity price boom brought in & period of high
~ government expondimre and demand outstripping supply. As the commodity boom
turned into & commodity slump in the late 1970s, the country borrowed heavily to
maintain expenditures, but by 1980 drastic action wzs needed. In concert with IMF
programs, the country entered into thrse structural adjustment loan (SAL)
agreements with the World Bank, in 1981, 1983 and 1986. As is argued in detail in
Kanbur (1988), these SALs have become progressively more specific an;i supply side
oriented. In the early phase tiie measures taken esent.ialiy reinforced the demand
contraction measures. However, by the mid 1980s the general thrust of the measures
was clear, and it followed the lines discussed in Section 4. There was s general
atiempt ic encourage production for export - spscifically, reai prices for export cash
crops were increased. Within certain sectors, there was an attempt to reduce or
~ eliminate price distortions. Thus a policy of harmonisation of rates of protection in
industry was launched in the second SAL, ss well ss & policy of elimination of
distortions in the rice market ("international prices will inr;rea.singly be takgn into
ucot;nt in setting prices for rice, wheat flour sad other products traded abmad_.
while ensuring that any resulting price increasss do not have excessive
repercussions on the purchasing power of Ivorian consumers”). On basic needs,
there is little in the SALs on education and héalth, but in SALII there was & major
committment to disengage from the housing sector ("the needs of the urban
population exceed in effect the resources that the State can m_ke available ;u; ihe

public sector for housing programs”).

It is of course not an easy matter to go {rom these statements on paper to what
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actually happened in practice. The housing reforms have in {act been carried out,
the harmonisation of rates sf protection is under way sad rics reform is stili on the
agenda. In fact this illustrates & maicr difficulty in deing aa ex post evalustion of the
impact of different policies - the policy o papsr can be very different from the
policy as implemented. Another problem is z.at it is not sasy to disentangle the
effects of a specific policy fmm ths effects of excgenous charges or other policy
changes over a specific period. This requires s complicated modelling exercise which
it is not our intention to enter into here. Rather, the object of this section is to
illustrate how a poveriy profile can throw light on specific policy proposals. We will
take three examples based on Cdte d'Ivoire : (i) raising export cash crop prices, (ii)

rice'prica reform and (iii) housing policy reform, drawing on Kanbur (1988).

The data on which the Cdte d'Iveire analysis is based are described in greater detail {n
Section 6 and in Kanbur (1988). We need only note here that they allow us to
construct & measure of real expenditure per capita at the household level and to use
this to construct & poverty profile for 1985 - ths year of the Cote d'Ivoire Living
Standards Survey. The overall mean per capita expenditure as revealed by the survey
was 202,800 CFA per annum. _307. of all Ivoriaas lived on & per capita expeaditure of
less than 96,560 CFA per annum, and this was chosen as the basic poverty line.
Sensitivity analysis was conducted usfng s “hard core” poverty line of 53,000 CFA per
annum, vhich cut off 10% of all Ivorians. The details of the sensitivity analysis are to

be found in Eanbur (1988) - here we will focus only on the basic poverty line.

Table | simmarises the regional decomposition of the Pq class of poverty measures.

The country has been divided into five regions - Abidjan, Other Urban, West l-"orest.

East Forest and Savannah. These divides have significance in terms of the policy

debates within the country. It will be recalled that Pg is simply the poverty ratio -
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the fraction of individuals below the poverty line. The {irst column of Table | shows
the enormous differences between Abidjsn and Savannah. The incidence of poverty -
in Abidjan is 5.2% while that in Savannah is 61.3% - 3 factor of £2. But the regional

ranking between other urban, West Forest and East Forest is also of interest. The
second columan ia Table | shows the contribution to the national Py of 30%. This
requires us to use the proportion of national population (pcor and non-poci’) living

in a region (this is not shown in tke Table). Using this we sce that the ranking of

contributions is pretty much tio same as that for the index itself. However, as «

increases, ie. as we go from Py o Py to Py, the coatribution of the Savannah

incrceases from 38.9% to 51.1%. Thisis a sure indication that not only is the incidence
of poverty in this region severe, but sc is its depth - recall that higher valuesof &
give greater weight to the poorest of the poor. .

It will be recalled from Section 4 that the targeling indicators for the objective of

minimising Py isto rank regions by Py_1. It followe that the poverty profile in
Table | also provides this targeting information. Wiuen & =1 we use the ranking of

Pg. when e =2 weuse the ranking of Py, when e =3 we use the ranking of P. On

these criteris, income growth in Savannah dominates as the most effective way of
redu_cing poverty. More complicated targeting indicators can also be calculated, but

the position of Savannah remains unchanged - see Kanbur (1988).
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TABLE | : Decomposition of the Py Class of Poverty Measures by Region

Py Py P2
Yalue Contributionto Valye Contributionto  Yalue Contribution to
(%) %) (%)
Abidjan  0.052 _ 33 0.010 19 0.003 12
Other
Urban 0129 97 0,029 6.4 001 51
West o
Forest 21 106 0.059 8.7 0.12¢ 73
East
Forest 0.456 - 375 0.151 366 0.070 353
Savannah 0613 389 0251 464 0.31 5L
All 0.300 100.0 . 0._102 100.0 0.049 100.0

Source: Kanbur (1988)
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3.2 ExportCash Crops Policy

As as made clear earlier in this section, & mejor plank of the structural adjustment

policy in CSte d'Ivoire is the increased incentives to produce export crops. What are

the likely impacts of this on poverty? In order to aaswer this question, & poverty
profile was developed in Kanbur (1988) aleni g the dimension of the type of productive
sector in which 8 household was involved. Now, such & classification is bound ‘to be
probiematic since households in general draw their income from multiple sources.
However, one can nevertheless arrive at & classification which is useful, by judicious
use of all the infoermation available, even though it cannot be perfect. An attempt to
develop such a clessification, along dimensions consonant with Ivorian policy
concerns, is described in detail in Kanbur (1988). The result is a five fold
classification into export croppers (EXPC), food croppers (FODC), formal goverament
sector (FORGOV), formal private sector (FORPRI) and informal sector (INFOR).

Table 2 presents the Py decompositions for these five socio-economic groups for & =

0,1 and 2.. It is seen immediately that export croppers are poorer than the average
Ivorian, but that food crop farmers are even poorer than export crop farmers. In
terms of targeting indicators ranking t.hé five groups maintain the same pattern for
Pg. P and P> : FODC -> EXPC -> INFOR -> FORPRI -> FORGOV. The superior position of
households whose major source of income is the govérnment is taken up later on in
this section. We note here that the ch.uns of this sector for income grovt.li are veak
if the object is poverty tﬂevistion. The policy of }increlses in export crop prices and
bence increases in export cropper incomes is clearly justified in terms of the

comgparison with the three largely urban groupinz.é of FORGOV, FORPRI and INFOR.



30
However, while rural sector feedback effects may in turn benefit food croppers, it is

clear that they should be the object of special concern in terms of policies that

increase their incomes directly.

TABLE 2 : Decomposition of the Py Class of Poverty Measures by Socio Economic Group

Po 41 P2
Yalue Contribution Yalue Contribution Yalue Contribution
(%) %) (%)
EXPC 0.365 223 0.114 20.4 0.050 188
FODC 0.495 59.0 0.184 64. 0.090 659
FOR30V 0031 13 0.002 02 0.0002 01
FORPRI 0.6l 19 0.009 08 0.003 06
INFOR 0193 155 0.062 145 0.030 146 -
ALL 0.300 100.0 0103 100.0 0.049 100.0

Thus the poverty profile as developed in Table is useful in informing the policy
debate, but it may be thought to be too aggregative. In Kanbur (1988) the EXPC group
is further broken up into its components - cocos, coffee, rubber, colton etc. A major
feature which emerges is the high incidence of poverty ﬁnong cotton farmers in the
Savannah. Thus within the overall policy of incressing the price of export crops.
there is a special case to be made out for cotton. However, disaggregation caanot be
taken to finer and finer levels. At some stage the small cell size problem becomes
" dominant. This leads to questions of su;ple size and survey design.' vhich are taken

up in in Section 6.



31

$.3_Rico Price Poli

At the moment in Cdte d'Ivoire the producer price and consumer price of rice differ
from each other and from the world price. The consumer price of rice has tended to
be subsidized for obvious ressons. On the producer side, one has to take into account
not only the farmers but the middlemen. It has often been argued that producer
prfce support is in effect & subsidy to the wealthy middlemen snd that it is this
subsidy which should be cut. While this is true, it is not clear whether, givea the
market structure, this loss will not simply be passed on by the middiemen to the
farmers. In such a situstion we have to weigh up the poverty costs of reducing

support to consumers and producers.

Table 5 summarises some poverty characteristics of rice producers and rice
consumers using the basic poverty line and the hard core poverty line. Rows 1and 2
show that rice farmers tend to be poorer than the average Ivorian on oithe.f
criterion. If we combine rows | and 3, aad 2 and 4, we find that the ratio of land
‘farmed by poor farmers to total fand is 28.6% while the same ratio for the hard core
poor is 6.4%. While idealfy we would like to have the ratio of poor production to total
production, these ratios may be adequste as s proxy. They are to be compared,
according to the theory developed in Besley and Ku.abur (1988) to the corresponding
utiosvin rows 3 and 6 - 8.7% of total rice consumption is sccounted for by the poor,
@nd oanly 1.3% is sccounted for by the hard core poor. Thess figures come out very

clearly in favour of protecting the producer price of rise in times of fiscal constraint.

To round off the discussion bf rice, compare lines 6 sad 7. Rice relative to food in

general is seen to be very much s rich man's food. The case for subsidising'rice

relative to food in genersl is thus not strong.

Best Available Copy
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TABLE 3 :Rice and Poverty

1. lacidence of Poverty Among Rice Farmers 35.7%
2. Incidence of Hard Core Poverty Among Rice Farmers 123%
3. Ratio of Mean Area of Poor to Mean Area of All i 30.0%
4. Ratio of Mean Area of Hard Core Poor to Mean Ares of All 50.0%
5. Ratio of Rice Consumption by Poor to Total Rice Consumption 8.7%
6. Ratio of Rice Consumption by Hard Core Poor to Total Rice Consumption 1.3%
7. Ratio of Food Consumption by Hard Core Poor to Total Food Consumption 3.0%

54 Housing

As in many developing countries, Cte d'Ivoire has had s policy of publi.c
intervention in housing - particularly public housing. This has consisted of
government building housing and subsidising rents on publicly provided housing.
One feature of Cote d'Ivoire is ths; only 256% cf individuals live in rental
accommodation. In the rural areas well over 90% of individuals live in non-rental
sccommodation. The exception is, not surprisingly, Abidjan where 68% live in r.enh.l.
accommodation of some sort. Row 7 of Izblo 4 shows that of the poor only 81% live in
reatal tccqmnodtt.ion a.nd‘Rovs 2, 3 and 4 investigate the extent to which the poor

rely on subsidised rental accommodation.

Row 2 of Table 4 shows that of those who rent, incidence of rental from public
sgencies is far higher among the non-poor than among the poor, while Iiov 4
establishes quite clearly the flow of subsxdy to the non-poor. Of those for vhom rent
is paid for by someone else, for 80.5% the rent is paid by s Public Agency tut goge of

these recipients is poor.
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While it is always difficult to draw firm conclusions from s static picture as presented
in Table 4, it does seem as though the Ivorian Government's policy of disengqin(
from the rental sector of housing is unﬁkoly to have major effects on poverty. The
poverty profile developed here in Table 4, and in much greater detail in Xanbur
(1988) thus proves useful in informing the policy debate on the poverty

consequences of restructuring public expenditure.

TABLE 4 : Rental Housing Characteristics by Poverty Group

Poor All
. Own House (%) 919 744
2. Of those who rent, rental from
Public Ageancy (%) 69 _ 27.3
3.  Of those who rent, those for )
whom reat is paid by someone
else (%) 69 123

4. Of those for vhom reant is paid
by someone else, payment by
Public Agency (%) . 00 } 805
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6. Data :Requirements and Prospects

The spproach suggested here for analysing the impact of ssctor reform on poverty
relies on the ability to construct golicy relevant poverty profiles. Assuch, it cannot
be implemented without the data to construct such profiles. It relies, therefore, on
the availability of up to dm. _household income and expenditure surveys vhich allow
one not oaly to measure poverty of aousehcids but to claseify them according to
various types of activities. Also, it should allow us to quaatify basic needs

achievements.

An immediate reaction to this is that it is an impossible requirement - pu’ﬁcﬁhrly in
the African context. However, while this reaction would have had some substance s
few years ago, it is less and less likely to reflect the reality of the yeu; ahead. The
data base for the illustration analysis from Cdte d'Ivoire in Section 5 is the Cdte
d'Ivoire Living Standards Survey of 1985. This survey has been repested ev.ry year
since then, so that by next year there will be & run of four years of such data.

Moreover, the World Bank has recently launched the Social Dimensions of Adjustment
(SDA) project. The SDA Unit of the World Bank will be managing such surveys in sn
increasing number of African couatries. The first year of survey activities are
complete m Ghanas and in Mauritania, and survey activities are to be launched soon
in Gambis and Senegal. Overall, the SDA Unit has appraised these proiects. in eight
countries : The Ga.ml;ia, Guines, Senegal, Ghana, Cote d'Ivoire, Mauritania, Madagascar
and Zambis. In addition, the Unit has carried out identification missions in Zaire,
Chad, Sudan, Mozambique, Malawi and Guinea-B_isuu. As its report for l988-l98§
makes clear, up to 23 African countries have either already become participants or

have made informal requests.

While for some of these countries survey activities are some way off, what is clear is
that during the 1990s the usual commeat on lack of good quality distributional data for

Africa is likely to be less and less relevant, The Living Standards Survey (LSS)
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instrument has now been tested in Cote d'Ivoire, Ghans and Mauritania and has
shown its basic usefulness and effectiveness. While country specific modifications
are bound to made, as well as genersl improvements in methodology, the basic

structure of the survey is a good base on which to build.

The 1983 Cote d'Ivoire Living Standards Survey (CILSS) is based on s nationally
representstive sample of 1600 households. Since 1985 the survey has been repeated
- annually, vith helfl of the households being replaced and the other half being
interviewed sgain the following year. Thus poverty prefiles could be extended to take
in the dynamic or intertemporal dimension. A description of field work and dats
entry systems can be found in Ainsworth and Munoz (1986) and Grootaert (1986). The
interviews are conducted in two rounds. After the first round the data are entered
directly into & microcomputer which carries out various consisﬁncy checks.
Inconsistencies can then be taken up when interviewers return for the second
round. Given this structure, it is not surprising that data from CILSS are not only
generally regarded as being of high guality, they also become cvaiizble in timeiy

fashion.

The questionnaire itself is divided into sovergl sections including composition of the
household, housing, education, health, activities, migration, farm and livestock,
non-{arm self employment, non-focd expenditure, food expenditure and consumption
of home produced food, fertility, other income and credit and savings. There isalsoa
community level questionnaire which collects price information for key

commodities, as well as information on community level infrastructure.

It is easy to see hoi such s comprehensive coverage helps the creation of det.iled
poverty profiles. Thus from the sections on exnnﬁﬁns we can construct s me‘a‘silre
of nominal expenditure, and then use the prices from the community level
questionnaire to allow for regionsl price varistions so as to arrive at a real

expenditure measure for each household. From the household roster the size and
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composition of the household can be used to correct the total expenditure measuretoa
per capita basis. From this, poverty measures, such as the Py family can be
calculated. For decomposition, the regional dimension can be used from the
household identification aumber or the activities dimension can be used from the
several sections on activities. Net production and net consumption of 8 particular

commodity (such as rice) amongst poor and non-poor can also be easily calculated.

The education, health and housing modules collect information that can be used to
construct basic needs achievements indicators. The extent of public support for the
housing of the poor, or the extent of tertiary sector usage by the poor in heslth and

education, can be quantified (as was done in Kanbur, 1988).
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L._Conclusion

The object of this paper has been to provide brief review of the methodological
literature on poverty analysis, and to begin developing & {ramework within which
the results of this literature can be brought to bear on measuring the impact of
sector-level policy reform on poverty. The paper began by arguing that the very
logic of non-project assistance implies the existence of costs in policy reform. If the
internationsl ageacy providing this assistance sees itself as essentially mitigating
these costs through assistance, then the costs have to be quantified. If the specisl
focus is on poverty costs, then & prerequisite is the quaatification of the extent and
pattern of poverty in the couht.ry. In particular, we have emphasised the
construction of policy relevant poverty profiles asan important step.

While even a few years ago the data for this task would simply not have been
available in most of Sub-Saharan Africa, the situation is changing very upidl?.
Through the World Bank's Social Dimensions of Adjustment project, as many as 23
counti_'ies in this region are likely to initiate household income and expenditure
surveys during the 1990s. This paper has providgd an illustration of what can be done

with the sort of dats that is likely to become widely available in Africa over the next
decade.

Quaatification of costs is important, but it is of course qnly one step in the process.
The next step is to design programs that utilise non-project assistance in s way that
the poverty costs are mitigsted. But how is t.l;is to be done in & way that does not
undermine the reforms in the first place? How is compensation to be u.rgetéd to thg
poor - and is sui:h targeting feasible? This is, of course, s topic for & separate paper

on itsown.
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