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|. Introduction

Adaisahuge area, covering a greet range of experience, 0 generdisations are dmost aways
invalid. Nonetheless, it appears that the Asian adjustment experience was not accompanied by the
sharp risesin poverty and general worsening of human well-being that occurred in other regions of
the world - notably Sub-Saharan Africaand Latin America. Indeed with afew blips and

exceptions, poverty declined during adjustment in Asa. Recent events, however, seem to chdlenge
this rather optimistic concluson. This paper ams firgt to explore the gpparently successful
experience of past adjustment and explain why it differed so radicaly from that of much of the rest
of the world; and secondly, briefly to consider the new Stuation, emerging problems for poverty and
possible solutions.

Before consdering Asan experience, the next section presents a short overview of some of the
likely connections between adjustment and poverty, from a theoretica perspective. Section 111
reviews experience in Asan economies during adjustment (broadly during the decade following
1985). Section IV andyses some implications of the financia crisis of 1997/8 for poverty, and
considers policies needed to protect the poor in the aftermath of the crisis.

Il. Adjustment and poverty: what we might expect

The impact of adjustment on poverty is partly dependent on how we define poverty. Poverty is
multidimensonal and may be assessed and measured in many ways. One important distinction is
between outcomes and inputs, where outcomes condst of measures of well-being (e.g. longevity,
educationa achievements, ability to function in different dimensions, hgppiness..) and input measures
are indicators of access to the resources needed to produce a desired outcome. While what
matters, from a welfare perspective, are outcomes, inputs are more immediately affected by policy
and hence normally form the focus of an enquiry into the effects of adjustment on poverty.

Two types of input are key: firgt, primary income (or private income), i.e. income derived from the

economic system, including employment and saf-employment, subs stence production and income
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from assats; secondly, secondary income or social income, derived from the Sate viasocia
production of free (or subsidised) goods and services and income transfers (e.g. unemployment
benefits). (Private trandfers - most often within families - can provide another important source of
support). Poverty arises when either primary or secondary incomes are inadequate to meet what
are considered minimum needs.! The firgt type of poverty may be caled private income poverty
(PIP) and the second, socia income poverty (SIP). To acertain extent private income can
subgtitute for socid income (i.e. with enough private income people can buy the services the state
falsto provide), while generous ate transfers can offset inadequaciesin private income. But from
an analytic perspective, the way adjustment affects poverty is different for PIP and SIC, so the two
will be consdered separately.

Adjustment policies broadly fdl into three categories, with dmogt al packages containing eements
of each of the three: firdt, deflation, congsting of rising taxation/cuts in public expenditure designed
to reduce budget deficits; secondly, switching policies (normally devaluation) designed to encourage
resources to move into tradables; and thirdly, measures of liberdisation such as price decontrol,
financid reforms, tariff liberdisation, privatisation, al intended to increase the role of the market in
resource alocation. For shorthand we shdl refer to these measures as deflation, switching and

liberdisation.

Theimpact of adjustment policieson PIP

a Deflation

Demand restraint has unambiguoudy negative effects on PIP. Demand-reducing policiesinclude
cuts in government expenditure, rises in taxation, reductionsin real wages and credit restraint. The
policies cut into red incomes by reducing employment and real wages of those in employment and
raising the prices of consumption goods, as indirect taxes are raised and prices liberalised.

! There is much debate on how to define the ‘ poverty line and how to measure the
numbers who fall below it, to incorporate some indicator of the depth of poverty. This debate will
not be considered here.
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Workers employed in the public sector are those most immediately affected by restraints on
government expenditure and reduced red wages. But the credit restraints lead to cutbacks in the
private sector, which aso suffers from reverse multiplier effects as the public sector contracts.
Wage regtraints frequently apply to the large scale private sector as well. The informa sector suffers
as a consequence of the cutback in the formal sector from two directions: an increased labour
supply asthe formal sector contracts (or fals to expand in line with the expansion of the labour
force) and reduced market outlets as forma sector markets diminish.

If demand is restrained by holding back consumption disproportionately, then one would expect the
burden to fall more heavily on people with high propensties to consume - i.e. lower income groups.
Some policies are clearly designed to achieve a cutback in consumption - e.g. policies to hold down
money wages while alowing prices to rise, policies to reduce public sector employment, raise
indirect taxes and reduce consumer subsidies. Devauation aso has the effect of reducing the redl
wage in the modern sector. Other policies tend to reduce investment, such as credit restraint, high
interest rates, cutsin public sector investment. These policies dso affect wage-earners adversely by
creating unemployment, but to the extent that they lead to afdl in investment they alow current

consumption to be higher.

Mogt of these negative effects are, a least in the first instance, urban and, to sart with, particularly
among those employed in the forma sector. People in the rura sector are rdatively insulated,
especidly, of course, those whose main activities are for self-consumption. But the many links
between urban and rurd sectors, viamigration, markets, and remittances, mean that some negative
effects are fdt there. The digtributiona implications and the effects on poverty levels depend partly
ontheinitia location of poverty. Thistendency for an urban bias in the adverse distributiond
implications of demand restraint is the counterpart of a previous urban bias in the location of modern
sector employment. Since the switching policies dso exhibit an adverse bias againgt the urban sector
(see bdow), urban poverty is particularly likely to rise as a consequence of the adjustment package.
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Some economigtsin the IMF have argued  that the deflationary policies need not hurt the poor.?
They argue that there may be a negative short-run impact on the poor for two to three years, with
faling output and employment following monetary contraction, 2 but these may be offset in the
longer-run positive consequences from supply-side policies for economic growth so thereis'no
clear presumption that Fund-supported programmes adversely affect growth’ (Heller et d., p16).

Empirical evidence on thisissue is ambiguous.

Moreover, it is argued that the programmes reduce inflation and this will help the poor: ‘one expects
the poor to benefit from reduced inflation because they typicaly pay most of the inflation tax'.(Heller
et d., p15). The argument is that the poor lack assets which act as hedges againgt inflation and also
hold a disproportionately large amount of cash because they do not have other means of exchange
such as credit cards. The effects of inflation on the poor depend on whether the goods consumed by
the poor rise in price more quickly than do other categories of goods; the extent to which the poor
have assets which can act as a hedge againg inflation; and on time lags between price and income
increases for the poor. For each mechanism, the effects vary according to who the poor are. For
example, subsistence farmers will be little touched by inflation, while urban workers could be badly
hit unless their earnings keep pace. In generd, debtors are likely to gain relative to creditors, and
debtors can be expected to be poorer than creditors. A recent review of 45 empirica studies found
no evidence that the levd, varidhility or the rate of change of inflation had a Sgnificant effect on the
rate of inflation (Sardl 1997).

In summary, demand-reducing policies are likely to increase poverty in the short-term, especidly
urban poverty, athough they may not worsen income digtribution.

b. Switching policies®

2 IMF, 1986; Heller et al., 1988.
3 Hdler et d., 1988, drawing on the conclusions of Khan and Knight, 1985.

4 Theissue of how the exchange rate affects income distribution has been explored, among
others, by Krugman and Taylor, 1978, Knight, 1976, Demery and Addison, 1987, and
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Switching policies am to produce a change in the rlative price of tradables. Devauation isthe main
policy instrument used for switching (occurring in nearly al IMF programmes &t the end of the
1980s and 85% in a sample of World Bank SALs from 1981-1988°).

Assuming that the policies succeed in bringing about areal exchange rate change® with arisein the
price of tradables (T) relative to non-tradables (NT), the effects on income distribution and poverty
depend: on the factor intendity in T and NT; on whether there is factor mobility between sectors; on
the initia location of poverty; and on how prices are formed.

When the economy behaves according to neo-classical assumptions, with well behaved production
functions, complete factor mobility and competitive pricing, the well known Stol per-Samuelson
theorem gpplies and the effect of the devauation will be to increase returns to the factor thet is used
intensvely in T reldive to that used intengively in NT. This agpparently sraightforward result does
not, however, lead to Smple conclusions concerning income distribution because of the
heterogeneous and varied nature of T and NT, in terms of factor-intendty, in developing countries.
Only where the tradable sector conssts in rdatively labour-intensive commodities will the switch
lead to improved employment and wage income. Thiswill not be the case where exportables
consst mainly of mineral resources or agricultura products produced on large estates, or human-
capitd intensve manufactures, especidly if non-tradables consst largely of |abour-intensive

sarvices. It ismogt likely to be the case where exports of |abour-intensive manufactures increase.

The issue of factor mobility between sectorsis key. If resources switch instantaneoudy, then full

employment of resources can be assured. But if thereisrigidity - with new projects requiring new

Kanbur, 1987.
5 Evidence from Polak, 1991; World Bank 1990.

¢ The more strongly organised groups are (e.g. when there are strong trade unions) and the
gregter the degree of indexation, the more likdly it isthat anomina exchange rate change will fal to
bring about a significant real exchange rate change. The presence of lax monetary policy may aso
make it more likely that devauation leads to internd inflation.
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investment which takes time as well as resources - there can be unemployment of |abour and other
resourcesin the trangtion - which is likely to increase poverty.  With lack of mobility of factors, for
example between the rura and urban sectors, exchange rate changes alter the terms of trade -
normdly in favour of the rura sector. Thiswould tend to increase urban poverty, but might reduce

rurd poverty.

A further qudification is needed for economies with sizeable oligopoligtic sectors, where mark-up
pricing is the norm. Heavily protected import-subgtituting industria sectors are examples. In these
sectors, devaluation will tend to reduce the wage-share and increase the profit share, worsening

(normally urban) income didtribution.

In summary, improved terms of trade between tradables and non-tradables would tend to improve
income distribution where the poor are heavily concentrated in primary production - i.e. in
economies exporting agricultura products produced in a labour-intensve way by peasant
producers, and aso, where [abour-intensive manufactures form an important and price elastic part
of the economy and source of employment and income for the poor. But the change in income
distribution would be adverse where production of primary productsisin large firms owned by the
better-off, employing little labour (such asin minerd economies, or where mechanised large farms
dominate export production). In countries with relatively large modern sectors, where policy
changes lower the labour-share, then aworsening would be expected. Thisislikely to be the case
with devauation, wage restraint and inelastic demand for labour. Worsening may also occur as a
result of increased differentias between those with more and those with less human capitd,
especidly in middle income countries where comparative advantage may lie with skilled rather than
unskilled labour.

Applying these generd principles to the various regions around the world, it ssemsthat the Asan
region, asawhole, isin a better position to secure poverty-reducing adjustment than other regions.
In the firg place, comparative advantage in most AsSan economies liesin labour-intensve
manufactures, given the low wages (arising from the heavy population pressure on land), the
relatively high levels of human capitd in the region and afair amount of industrid experience. In
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contragt, the African region lacks industrid experience and human capitd; and Latin Americaand
the Caribbean have relatively high wages owing to their more generous land and minera
endowment. Secondly, with high rates of investment, the region is able to move resources into new
aress rdldively rapidly. The oligopoligic import-subgtituting industria sector isdso smdler in most
countries, but there are exceptions - e.g. the Philippines.

C. Liberalisation

Theimpact of liberdisation on income digtribution and poverty depends on what the liberdisation is
from. If the prior Stuation is the Sereotypica one, of an ite gaining privileged access to most
resources (credit; employment; foreign exchange...) then a market solution would be likely to extend
access to the poor compared with the prior Stuation. But if in the previous Stuation State benefits
did succeed in reaching the poor, e.g. through employment schemes; credit alocation; food

subsidies, then the more market oriented solution may well deprive some of the poor of resources.

Contrast two modds of the prior Situation: (i) the modd of a planned economy intended by
Nyerere or Nehru which incorporates the poor in production - through specia credit schemes,
employment schemes; production quotas - and in consumption, through free access to hedlth and
education; access to rationed food at subsidised prices; access to scarce imported inputs for
medicines, and so on; and (ii) the rent-seeking model of Krueger, Sahn etc. where dl dtate
interventions creete rents which are monopolised by the lite. According to the first model, the poor
will surely lose by liberdisation; in the latter they will surdy gain. Which modd isright? Probably
neither as most societies contain eements of both modes, with some leaning to one rather than the
other. Work on food subsidies’ has shown many cases where there is enough truth in modd (i) for
liberdlisation to worsen the pogtion of the poor; smilarly with government supported credit
schemes, like e.g. the Grameen Bank, or Indiaand Indonesia s policies to force banksto lend a
proportion of their resources to low income borrowers which have led to such successes as the Sdif

Employed Women's Association in Indiaand BKK in Indonesia. There are dso cases where the

’ See Corniaand Stewart, 1993.



QEH Working Paper Series- QEHWPS20 9

prime beneficiaries of Sate interventions are the dite (e.g. food subsidiesin Morocco or Pakistan).
Generdisation is therefore not possble.

Evidence is accumulating, nonetheless, that liberdisation tends to be unequaising. For example,
both the US and the UK have seen sharp risesin inequality (after decades of Kuznets-type
improvements as they sailed down the right-hand curve of the inverted U) with the liberalisng
reforms of the 1980s. In Latin Americathereis strong evidence that import liberdisation, in
particular, has been associated with rising inequaity.® Privatisation and the relaxation of restrictions
on wage and sdary differentids tend to increase inequdity.

However, whether these reforms help or hurt the primary incomes of the poor on ba ance depends
above dl on theimpact on the growth rate. If the growth rate rises, then adverse changes in income
digtribution may well be more than offset, while if growth declines the impact on the poor isdmost
invarigbly negative. Fidds (1989) and Deininger and Squire (1996) have shown that in dmost dl
cases, private income poverty is reduced with growth in GDP per capita (i.e. growth israrely
immizerising). Conversdly, normaly poverty worsens with declining average per capitaincomes.

Thus the impact of adjustment policies on growth iskey. We have dready noted that deflationary
policies tend to have a negative impact in the short-term - hence the greater the deflationary element
in the package, the more likely that faling incomes may follow. A second criticd factor is the rete of
investment; if thisis high and sustained, then pogtive growth islikely. Some of the reforms tend to
have a negative impact on invesment, especidly any cuts in public investment which tend to
‘crowd-out’ private investment.® Invesment is aso likely to be sustained if externd markets are

growing and responsve to exchange rate changes.

The longer-run impact on growth is even more difficult to judge. Will the policies lead to sustained
growth on the modd of East Ada (or was government intervention essentia for that success), or to

8 SeeBerry, 1997.

® For evidence see Fitzgerald et d., 1993; Serven and Solimano, 1992.
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moderate growth little different from the import-substitution era, as gppears to be the case in most
Latin America examples, or to prolonged stagnation, asin many African cases?

Empirica evidence has focussed on the short to medium term effects. Here the results are
surprisingly weak - and highly dependent on who is doing the assessment. A summary of 23
investigations shows that the impact is very small, ranging from asmdl negative to asmadl positive
effect on growth'®, If thisis the case, then in the longer run, the consequences for the poor do
depend mainly on the digtributiona outcomes.

Theimpact of adjustment policieson SIP

What happensto SIP during adjustment is particularly important because (i) socia income can
adjust so asto compensate for lossesin primary incomes (i.e. the safety net function), or can
compound these losses; and (ii) parts of socid income are important for building up human
resources, especidly educationa access and nutrition, so that in the longer run PIP depends partidly
on what happensto SIP.

Changesin SIP can be viewed as the outcome of changesin threeratios:

the public expenditure ratio or Gz /Y'; the socid dlocation ratio (where socid expenditure includes
hedlth, education, water, sanitation, nutrition), or G ; and the priority ratio (i.e. the proportion of
expenditure on the socia sectors going to the poor), i.e. S..

As noted, deflationary policies may raise taxation or cut expenditure or both, but typicaly thereis
some downward pressure on government expenditure, o G/Y can be expected to fdl. The socid
dlocation ratio islikely to fal too if part of the adjustment package isto raise interest rates and/or
improve debt payments, so that debt servicing takes a growing proportion of government
expenditure. Moreover, the liberdisation package often involves a shift in respongbility for socid
services to the private sector, leading to a decline in state expenditure on the socid sectors. In

10 See Stewart, 1995, Table 2.2.
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principle, those designing reform packages would intend to accompany such cutswith arisein the
proportion of state expenditure going to the poor, i.e. an improvement in S,. The net effect on the
poor will depend on the balance of these changes, with two going in a negative direction (the
expenditure and socid dlocation ratio) and one, in principle, in a positive direction, the priority ratio.
However, raising the priority ratio is the hardest to achieve because it depends on successful
targeting. Much evidence on targeted food subsidies and exemptions from user charges suggests
that dmost dways many of the poor are left out. Consequently, there is an improvement in S, but

the coverage of the poor actualy worsens.™t

Changesin the tax/subsidy system aso tend to be unequalising and to hit the poor. In the first place,
food and fudl subsidies are removed, sometimes to be replaced by targeted subsidies, nearly dways
of alesser value. Secondly, tax reform typically reduces the role of direct taxation (which the poor
rarely pay) and raises that of indirect taxation. Universa vaue-added taxes are paid to a grester
extent by the poor, particularly if food isincluded.

The effectiveness of the socid safety net in compensating for rising PIP depends on the ingtitutiona
arrangements in place and/or new ones that are introduced with the adjustment package. Where the
arrangements in place are dready fairly comprehensive - asfor example in Costa Ricain the 1980s
- they are able to be quite effective in protecting the poor during adjustment. But new arrangements
specificaly introduced for the criss (as with many of the Socid Funds that were developed in the
late 1980s) have dmost dways had low coverage in relation to need.’? Thisis partly because the
concept of introducing a universa safety net sufficient to bring private incomes up to some poverty
lineisinconsgtent with the philosophy of adjusment. An adequate safety net requires
comprehensiveness of coverage, often associated with large scae government works programmes.
A universa food subsidy on basic foods is another hdpful instrument. The implication is large (lbeit
temporary) government expenditure a a time when the government is trying to introduce
expenditure cuts, universa provison without means teting a atime when targeting isin vogue, and

1 Corniaand Stewart, 1993; Creese, 1990.

2 See Stewart and van der Geest, 1995: Mehotraet a.
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government financed projects a atime when private initiative is being promoted and government
economic activity discouraged. Hence most socia safety nets consist in project finance to be
granted to privately organised activities - not surprisingly the end result is on asmdl scae and does
not reach those most in need.*®

Summary of expected consequences of adjustment policies for PIP and SP:

The most important determinant of PIP iswhat happens to the growth rate. In the short-term this
depends largdly on the extent of deflation relative to other adjustment policies and how far
investment is sustained over the adjustment period. Aspects of the package are likely to improve
income digtribution in some contexts - notably if labour-intensive manufactured exports and
peasant-produced agricultural products respond positively to the package. However, the general
trend of the liberdisation moves is towards rising income inequdity, which might offset this effect.
After-tax income distribution might worsen more as the tax system switches away from direct taxes

to indirect, and towards reducing the margind rates of income tax.

Adjustment policies dso dter SIP, on the whole in a poverty-creeting direction, though determined
effortsto creete effective safety nets and improve targeting have occasiondly succeeded in reaching
ahigh proportion of the poor. But more often ‘ safety netsS are misnamed, or at least the safety they
provideis not for the mgority of the poor but for the donors and politicians introducing the
adjustment package who are able to convince themsalves that effective protection policiesarein
place and hence there is no need for concern about the impact of the adjustment policies on the

poor.

[11. Experiencein Asia over the 1980s and early 1990s

Asan economies were subject to less intensive | FI-sponsored adjustment packages than other

aress, asthelr accumulated debt was substantidly lower in rdation to exports or GDP over the
period and their current account deficits smaler (Table 1). Nonetheless, most countriesin the

3 |bid.
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region had Bank or Fund adjustment or stabilisation loans at some time over the 1980-96 period.
The principal exceptions were Singapore, Indonesia, Taiwan and Mdaysia (Table 2)'.

In examining the impact of adjustment on poverty empiricaly, three problems stand out. First, many
economies followed some adjustment policies without actudly having Internationa Financia
Ingtitution backing or policy conditiondity. This was especidly important in the Asan region where
anumber of countries adopted their own subset of adjustment policies - including devauation and
import liberaisation, for example - without forma 1Fl policy conditionality. Hence in one way or
another most countries in South, East and South East Asa can be regarded as * adjusting’
economies. But there is an important distinction between those countries adjusting on their own,
usualy adopting adjustment policies sdectively, and those which received IMF/World Bank finance
associated with policy conditiondity. In what follows we shdl dassfy countries into countries
adjusting with I FI-support (1FI-adjusting countries) and the rest which include two categories - the
‘own adjusting category’ and those which did not change their policies Sgnificantly. Taking five
year periods, 1980-85, 1986-90, 1991-96 we define IFl-adjusting countries as those that had 1FI-
programmes during the subperiod. The South Asian countries were mainly |Fl-adjusting. Thailand,
the Philippines, China and Korea aso had I1Fl-support for at least two of the three periods. Other
countriesin the region have been a war (Afghanistan and Cambodia) or have been socidist planned
economies and as yet have undergone little in the way of trangtion (e.g. Burma, Laos, Mongoalia) .
Datais highly deficient for the last two categories, so the focus will be on East, Southeast and South

Asa

The second well-recognised problem isthat of the counterfactud. In principle any assessment
should look at what happened compared with what would have happened without the adjustments.
Thereis no completdy satisfactory way of getting at the counterfactua. Comparisons of before and
after in the same country or between countries with and without programmes provide some

indication, but neither is satisfactory - the first because the prior Stuation might not have been

14" Also countries a war and socidist planned economies - .e.g Afghanistan, Cambodia and
Burma.
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sustainable, the second because countries which did not need to have IFI support are likely to have
been in a better Stuation initidly. However, what actudly happened, without regard to the
counterfactud, is of interest - epecidly to those who live through the experience. If conditions got
better for the poor during adjustment is itself of consderable importance, whether or not they did so
in comparison with some counterfactud. It isthe fact that the actud position of the poor
deteriorated in Latin Americaand Sub-Saharan Africaiin the 1980s that caused alarm and led to
cdlsfor ‘ Adjustment with a Human Face', not a comparison with a counterfactud. In our andys's

we shal focus primarily on what actualy happened in the two main categories of country.

Thirdly, thereisaproblem of lack of or imperfect data. The review that followsis based on readily
avallable data, may well be incomplete and does not adjust for deficienciesin the data.

The bassfor the poverty estimates differs among countries and over time so the comparisons must
be trested with caution. According to most indicators, poverty declined and socid indicators
improved in both IFl- asssted and other countries taking the period asawhole (Tables 3 and 4).
But while nationa PIP rates declined in most countries from the early 1980sto the early 1990s, a
risein either rurd or urban poverty rates was recorded in a significant number of cases over some
part of thistime, although it must be noted that the variety of methods adopted for measurement
make it difficult to be confident about such changes, especidly where the magnitude of changeis
smdl. Bearing thisin mind, the data suggests that poverty rates rose significantly in rurd India
1989/90 to 1993/4 and urban Nepal (1984/5 to 1995/6), rural Pakistan (1984/5 to 1994/5),
urban Philippines (1971 to 1985- early 1980s datais lacking) and rural Sri Lanka (1979/8 to
1986/7). (This catalogue excludes changes of 3 percentage points or less). Thesearedl in
countries classified above as |Fl-adjusting, and none in the own-adjusting category. Moreover, in
each episode of rising poverty, an IF-programme was in place, as it was in the five cases where
small risesin poverty were recorded (3 or less percentage points or less). There were also cases of
| FI-programmes associated with faling poverty - for example, the Korean, Bangladesh and
Pakistan programmes of the early 1980s. But fdls in both urban and rurd poverty occurred in less
than haf the IFI-progammes. In contrast, the *other’ category of countries (which includes only

what we have termed ‘own-adjusters’ in this case - asthereisalack of datafor the other * other’
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cases), dl showed fdlsin urban and rura poverty for each period. Thisisaso true of Taiwan,
which does not appear in the tables because data was not readily available.

When it comesto socid poverty, countriesin both groups reduced poverty according to dmost dl
indicators (Table 4). The only possible exceptions were gpparent worsening of coverage of safe
water and health services in Bangladesh, safe water coverage in Indonesia and secondary education
in Vietnam, but for the firgt two the data may not be comparable, coming from different sources.
Using reductions in infant mortality rates asthe single indicator of SIP, while dl countries made
improvements, the IFl-supported countries mainly did worse than the own-adjusting, with the
exception of Sri Lanka, Korea and China (see Chart One). On average the 1995 IMR was 46%
of the 1981 level for those without any IMF adjustment programmes while the |Fl-assisted
countries rate fell to 55% of the 1981 leve.

Both groups of countries did well on poverty reduction compared with other adjusting regions -
notably Latin Americaand Sub-Saharan Africa. In both these regions, private income poverty
increased for the region as awhole over the adjusting years of the 1980s. For Latin Americaand
the Caribbean, extreme poverty is estimated to have risen from 13.2 to 17.2% from 1985 to 1990;
for Sub-Saharan Africa it rose from 31.7% to 33.4%. In contrast, in SAsait fell from 36.8% to
33.3%, and in East ASa extreme poverty remained congtant a 4.9%, while a higher poverty line
showed afall from 54.6% to 49.3%". Latin America and Sub-Saharan Africaaso saw worsening
in aspects of sociad income poverty.'®  Educationd indicators worsened in a quite large number of
countries. Both regions, however, continued to show improvements in infant mortdity rates for most
countries, but the rate of improvement was less than that achieved in the Asian countries. The 1995
IMR of Latin America and the Caribbean was 65% of its 1980 vaue, and for Sub-Saharan Africa
it was 80% of the 1980 vaue, whereas for the adjusting countries in Asait was 51% (taking the

countries in Chart One together).” Hence there was relative success in both groups of Asian

15 Datafrom Chen et d, 1994.
16 See Stewart, 1995.

17 Datafor other regions from World Bank, World Development Indicators 1997.
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countries with respect to both PIP and SIP, and, despite some blips, overal rura and urban poverty
rates declined for al countries over the 1980-1995 period as awhole, with the possible exception
of Pakistan.

The explandtion for the relaive success on poverty must lie, tautologicaly, in acombination of
output growth and its alocation: for PIP the alocation concerns changing income distribution; for
SPitisaquesion of changesin the dlocation of nationd income to socid priorities. For any given
dlocation of private and socid income the change in poverty depends on the change in per capita

incomes.

For the 1980-96 period, average per capitaincomes grew by 5.7% p.a. from 1980-96. IFI-
supported countries' rate was a bit less than that of the others, at 5.6% compared with 6.4% (Table
5). Therate for both groups was much greater than that experienced in other parts of the world. In
SSA income per head fell by over 1% p.a. over thisperiod, and in LA it fdl by asmal amount in
the 1980s and rose by about 1.5% from 1990-95. The rate of growth of agricultureis of particular
importance for successin reducing rura poverty, not only because of the direct earnings from
agriculture but aso the rura non-agricultura linkages that result. Rates of growth of value-added in
agricultural exceeding 3% p.a. 1980-95 - high enough to make areduction in rura poverty
probable - were experienced in China, India, Indonesia, Madaysa, Pakistan and Thailand , and
Vietnam for 1990-95 (earlier data not available). The regiona average growth considerably
exceeded that of Latin Americaand the Caribbean, at 2.1% p.a. and Sub-Saharan Africa (1.8%

p.a).

Thislarge difference in growth rates is more than sufficient to explain the differencesin changesin
PIP and SIP. Thisis confirmed by examining changesin the alocation of private and socia income.

Private income poverty and private income distribution
In the Asian context - in contrast to LA and perhagps SSA - one might expect adjustment policiesto
be associated with an improvement in income distribution, as labour-intensive exports expand and

with them employment. Exports did expand spectacularly - by 15.4% p.a. among countries with
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| FI-support (about double the rate of increase of the ‘other’ category) - see Table 6. Moreover,
the share taken by textiles, generdly believed to be labour-intensive, was high: over 50% for the
|Fl-adjustersin the 1990-95 period and 25% for the others, in each case risng over the period
from 1980-96. Electronics - adso labour-intensive - formed a high and rising proportion of the
‘other’ country category. It was particularly high in Maaysiaat nearly athird of exports and
accounted for over aquarter of exportsin Singapore and Korea, 1990-95. Electronics formed a
low proportion of the IFl-supported countries’ exports at under 5% 1990-95.

Edtimates for the labour-intensity of growth are provided by employment elagticities. These varied
consderably, partly (but not whally) reflecting the changing pettern of exports. There was very high
employment adticity in Indonesa (0.9) from 1981-92, while in the Philippines it was actudly
negative (-0.5). The typica employment eladticity for East and SE Asawas 0.5. In South Asia,
there was very high employment dadticity in Bangladesh (1.1) , while it was 0.5 in Pakistan and only
0.3 inIndia Estimates for employment e agticity come nearest to being an indicator of Iabour-
intensive growth. Defining labour-intensve growth as occurring where employment dadticities
exceed 0.5, Bangladesh, Indonesia and Thailand qudify, and Sri Lankain the latter part of the
period. Korea, Mdaysa, Thaland and the Philippines showed labour-intensive growth in the
1970s. Again there is astrong contrast with Latin America where the employment elagticity was
negative in the 1980s.18

Rapid growth in employment depends on both output growth and its employment eadticity.
Indonesia enjoyed high and labour-intensve growth - forma sector manufacturing employment is
estimated to have grown by 11% p.a. 1981-92. In contrast, employment growth in Indiawas only
0.6% p.a. in manufacturing as output growth was duggish and employment eadticity low. Korea
and Maaysa experienced high manufacturing employment growth in the 1980s (5.8% in Korea and
4.2 % in Mdaysaby 4.2% p.a.) even though their employment eadticities were not particularly
high, while manufacturing employment in Bangladesh grew by only 2.6% p.a. because dow output
growth did not compensate for high employment eadticity. In generd, the East and Southeast Asian

18 The above data comes from Mazumdar and Basu, 1997.
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countries which experienced fast employment growth aso showed large fdlsin poverty rates and
maostly improved income digtribution.  In contrast, manufacturing employment fel in the Philippines
over the same period and poverty rosefor a period and then fell. Manufacturing employment grew
much more dowly in South Asia- by only 0.6% p.a. in India (1980-90) and by 2.6% and 2.3%
p.a. respectively in Bangladesh and Pakistan.™®

Aggregate formd sector employment (Table 7) failed to keep pace with the growth in the labour
force on average in IFI-supported countries for the first period (1981-5), but exceeded the growth
in the size of the labour force for the ‘other’ category for both periods and for the IFI-supported
category in the 1986-93 period. However, Sri Lanka showed a very sharp change in direction.
Excluding Si Lanka, in the | F-supported group, employment fell just behind the growth in the
labour force in the 1981-5 period and grew by ¥ more p.a. from 1986-93. Thisduggish
employment performance is probably partly responsible for the dow fal in poverty in these
countries. Poverty fdll fastest in the countries where employment grew most rapidly. However, even
the dower growth countries compare favourably with Latin Americain the 1980s, where
employment fell by 0.8% p.a.,, 1981-92.

The net effect of complex changesin patterns of production on private income digtribution is shown
inTable8. But it must first be noted that the detais particularly unrdiable in this arear both rich and
poor tend to have their incomes understated, as they successfully evade government control - the
poor by retresting to the informal sector and paralel markets, the rich by retreating to financia
havens of various kinds. Taking the available data asit stands, it seems that income distribution
worsened in half the cases (dl IFl-asssted), showed little change in three and became more equd in
three, including two ‘own-adjusters - Maaysiaand Indonesia - as well as Korea (which in practice
was very much master of its own policies throughout most of the period). Hence it gppears that on
the whole | Fl-ass stance was associated with worsening income distribution. All three countries
where income distribution improved enjoyed both rdatively rgpid agriculturd growth and high
growth in manufacturing employment, a combination most likely to lead to improved income

19 Data from Muctada and Basu, 1997.
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distribution and reduced primary income poverty. In the case of Indonesia, the labour intensity of
output was partly responsible, but thiswas not so in Koreaand Maaysia, where it was the fast rate
of output growth which was responsible. Other countries which did lesswell on PIP (showing some
worsening in income digtribution and duggish poverty reduction), such as India and Bangladesh,
experienced much dower employment growth, due to a combination of dower output growth and
lower employment eadticities in the case of India, while in Bangladesh employment eladticities were
high, but output growth in both industry and agriculture was rdatively dow.

Social income poverty and social income distribution

Government expenditure remained around 20% of GDP over the period in both |Fl-adjusters and
others - with afew exceptionaly high spenders - Bhutan and Mdaysa (see Table 9). Expenditure
ratios were lower than in Africaand Latin America - the average for dl African countries was 27%
in 1990, and 23% for Lain America®® The proportion of government expenditure going to
education in the Asian region on average rose from 10.5% to 12.3% from 1980-90 to 1990-95.
The proportion was higher and rose more among the ‘other’ category than the IFI adjusters, where
the ratio remained a 9.4% throughout. The hedlth dlocation ratio aso remained constant among the
|Fl-adjusters (at 4.5%) and rose from 3.9% to 4.3% among the others. Education plus hedlth
expenditure as a proportion of GDP remained constant among | Fl-adjusters at 2.6% and rose
among the others from 3.4% (1980-90) to 4.2% (1990-95). Other regions of the world generadly
had higher socid dlocation ratios. both Africaand Latin America devoted about 20% of their
budgets to health and education in the 1980s compared with about 16% for this region. In these
two regions, however, adjustment was associated with a cut in the share of government expenditure
and of GDP going to the social sectors?* Nonetheless, even after the cuts, the share of GDP going
to hedlth and education in these regions in 1990 was greater than in Ada, a over 5% in both,

compared with around 3% in Asa

20 Datafor other regionsis taken from Stewart, 1995.

1 Inthe case of Latin Americathe fdl in the expenditure ratio was dight, but there was a
marked fal in the socid dlocation retio.
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Within the region, Bhutan, Maaysia and Singapore have particularly high ratios (over 5%), while
Thailand and Sri Lankaincreased the socid alocation ratio during the period and was spending
over 4% on health and education by the end of the period.?? Maaysia, Singapore and Sri Lanka
were among the best performers on reduced IMR , but Thailand did poorly.

In summary, in Asawe observe little change in the expenditure and socid dlocation ratios during
adjustment - avoiding the cuts experienced by other regions. But the most important difference from
other regions was the rapid growth in per capitaincomes which meant that in real terms expenditure
per head rose sgnificantly in both health and education among adjusting and * other’ countries
(Table 10). Red expenditure per head on both hedlth and education increased by two and a half
times on average for the region. It increased both among | Fl-adjusters and other countries,
education expenditure per head increasing substantidly faster among the other category, and hedlth
somewhat faster among the IFl-adjusters. Korea, Mdaysia, Indonesia, Singapore and Thailand al
tripled (or more) their expenditure in education per head. Thereisavery strong contrast with other
adjusting regions. In Latin Americain the 1980s, red expenditure on hedth and education fell by
about 6%, staying roughly constant among adjusting countries, while in Sub-Saharan Africait fel by
10%.

In conclusion, for both private and socia income poverty, success in Asawas not, on the whole,
due to improving the digtribution of income, but to the rapid rate of growth of per capitaincomes, as
far as private income is concerned, in fact the distribution on balance worsened, while for socia

income it remained broadly unchanged.

Since growth in incomes was such an important aspect of securing improvements in poverty retes
during adjustment, it is necessary to consider briefly why the region was so successful in securing
GDP growth.

22 |tsimportant to note that data relate to central government; this may greatly understate
expenditure in federal states (e.g. India).
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The precise respongbility for the successful economic performance of East and Southeast Asian
countriesis, of course, amatter of controversy on which the debate continues to rage.® Both the
high rate of investment and effective industrid policies gppeared to play an important role, combined
with gppropriate macro-palicies, i.e. exchange rates and wage levels that maintained export
competitiveness, and monetary and fiscal policies that were associated with only moderate levels of
inflation. The adjusment programmes of the IFIs are partly consstent and partly inconsstent with
this st of palicies. On the one hand, their macro-policy advice on exchanges rate and fiscd and
monetary balance are supportive of competitive exchange rates and moderate inflation levels. On
the other hand, IFI policies are not good at securing sustained investment - and elsewhere have
been associated with falling investment rates - Snce they often require high interest rates and
restraints on public investment; in addition, IFI philosophy is quite inconsagtent with an active
indugtrid policy, directed credit etc.

The non-IFl group did somewhat better in poverty reduction than the IFI group because of their
greater achievements with respect to economic growth. While it is not possible to attribute
responsibility for the dower growth in | Fl-assisted countries to the programmes - especialy since
some of the countries receiving IFl support had accelerated growth compared with previous
decades- it does appear that countries without programmes were more successful in sustaining
investment rates, amgor eement in generating high growth. The IFl-adjusters had arate of
investment of around 20% throughout the period, a bit below that of other adjusting regionsin
1980, dthough therate did not fall sgnificantly in contrast to the other adjusting regions (Sub-
Saharan Africa’s’ investment ratio was 23% in 1980 dropping to 19% in 1995, and Latin America
and the Caribbean recorded arate of 25% in 1980 faling to 20% in 1995). The other countriesin
Asaexperienced much higher investment rates (27% in 1980-85 rising to 31% in 1990-95) - see
Table 11. In addition, many of the ‘other’ adjusters had strongly interventionist industrial policies -
which was ruled out by IF programmes, even if in practice they did not succeed in diminating
indugtrid interventions in the countries they supported.

2 Seeeg. World Bank, 1993; Ranis, 1994, specia edition of World Development 1994,
Lal, 1996, Wade, 1990; Amsden, 1989.
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Social safety net programmes:

The Adan success in reducing poverty was, as shown above, mainly afunction of economic growth
and the associated growth in employment, not socid safety net programmes. Nonetheless, there
clearly were alarge number of programmes that would qudify as socid safety nets throughout the
region, many reaching large numbers of people. For example: public works programmesin
Bangladesh and India, credit for low-income people in Bangladesh, Indonesia, Sri Lanka, and parts
of Indig; food subsidy/rations/price controls at various timesin India, Pakistan, Sri Lanka and
China. Some of these programmes were well targeted and extensive; others less so. There were
aso penson schemes for the low-income in afew areas. e.g. Kerda, has contributory welfare
schemes for rural workers, and pensions for destitutes and handicapped persons, and some
unemployment assstance; Tamil Nadhu has introduced low-level pensons for widows and the

handicapped.

These programmes were, naturaly, more extensive where economic growth was less successful in
floating people out of poverty. In some cases, the adjustment process was associated with a quite
dramatic unravelling of socid safety nets - asin Chinaand Si Lanka. Downward pressure on public
expenditure and the free market philosophy encouraged the introduction of charges for hedlth and
education, and replaced genera subsidies with narrowly targeted food subsidies, asin Sri Lanka
Hence while the socid safety net programmes supported the poor in various respects, they dmost
never provided a comprehengve safety net, and were weakened rather than strengthened by the
adjustment process. The poor rdied primarily on traditiona support systems, including the family
and the informa sector for their survival. Success in reducing poverty became heavily dependent on
sugtaining growth in incomes and employment, given the limited coverage of socid support

systems.?

24 There were afew exceptiona cases where support systems were more nearly universal
in coverage - for example, the Noon Day Medsin Tamil Nadu, and food subsidiesin Kerda and
formerly in Sri Lanka. In Keraa, which has the best record for socid support, 90% of the
population have ration cards. Each individua acquired 70 kg. of subsidised grainin 1991,
compared with 6kg. in Uttar Pradesh and 8kg. Manutrution rates are the lowest in India despite the
gtate having among the lowest per capitaincome (see Ramachandran, 1997).
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IV The social dimensions of the new crisisin Asia

The new economic crigsin Asais different from previous crises, being a crigs of modernisation
rather than underdevelopment. It is the outcome of flaws in the gpparently successful development
of capitalism - of thelack of controls over internaiona capital movements, the dependence on
foreign capita (often short-term), the perhaps premature devel opment of stock exchanges and
inadequate regulatory and supervisory systems. These developments increased the potentid for
(and indeed actud) accumulation - but also raised these economies’ vulnerability to fluctuationsin
confidence. IFl stabilisation programmes, designed to reestablish confidence, appear to be harshin
terms of their deflationary implications, as well as gpparently using the opportunity to ingst on the
introduction of more orthodox and lessinterventionist industrid policies. In the short term, the
consequence isliable to be a sgnificant reduction in output in some of the affected economies, and
large fdlsin employment. In thelonger term, the more orthodox policies may well lead to alower
growth rate.

Current forecasts are for GDP contraction of 5.0% in Indonesia, 3% in Thailand, 2.8% in Madaysia,
2.3% in Korea, and a growth rate of only 2.4% for Singapore.® Thereisalikdihood of large
reductionsin employment in the modern sector - of perhaps up to 20% in Indonesia and Thailand.
The figures are, of course, peculative. But it is clear that there will be sgnificant reductionsin

output and employment over the next year or so.

The reductions in employment will not hit the poorest sections of society in the first instance, though
there are bound to be knock-on effects arising from the reduced dynamism of the forma sector
which will adversdly affect markets in the rest of the economy. More serious, there are virtualy no
safety netsfor the newly unemployed. The traditiona systems that supported the poor in the past -
the ability to retreet to subsistence production, close family links and support from the community -
have been serioudy weakened with the advent of a dynamic, modern, urban economy. Y et new

% Forecasts of Neil Saker of SocGen Crosby in Singapore, quoted in Financial Times,
11/2/98.
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socia security systemns suited to a modern industria economy have not been put in place. The
reliance on a growing economy which proved to be so successful in reducing poverty over the past
twenty years had a severe drawback in making no provison for socid security for the newly
employed. Hence they are likely to suffer severe hardship unless some provisons are put in place.

But atime of crigsis not agood time to introduce comprehensive support systems.

The situation is Smilar to that of 19 century Europe when the previous systems of protecting the
poor had broken down, the emerging industrid system posed new problems of cyclica and chronic

unemployment, and there was as yet no provision for the support of the unemployed.®

Thereistak by the IFls of the need to introduce some socia safety nets. Y et the past record of
safety nets IFls have supported elsawhere has been extremely poor - in that the schemes have
amogt invariably reached only afraction of those in need. Food subsidies have been narrowly
targeted, missing the mgority of the poor, while Socid Funds and/or specid credit schemes have

typicaly covered an even smdler proportion.

A comprehensive support system would need to have some of the following features:

a Some provision, of one kind or another, to be available for all who wanted it, not limited in
coverage by apre-set sum of money.

b. Support could take the form of public works employment and/or provision of food and/or and
financia (means tested) support. In the long run, such support could be financed (or part financed)
by an insurance scheme made up of workers and employers contributions. But in the short run it

would need to be financed by generd taxation.

26 The harsh Poor Laws in Britain of 1834 were aresponse to parishes inability or
unwillingness to provide for the many migrants associated with the industrid revolution and the
enclosure movement. The Poor Laws provided minimal support for the degtitute often in horrendous
conditions in Workhouses. They did not meet the needs of the ‘new poor’ created by cyclical
indugtrid unemployment. While the beneficiaries from the Poor Law provisons amounted to less
than 3% of the population in1885, Booth and Rowntree estimated urban poverty at about 30%.
(See Rose, 1986).
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¢. Whatever the form it took, the level of support would need to be limited to an affordable amount
(eg. st a the nationdly defined poverty leve). This would mean alarge cut in income for the newly
employed.

Support systems of this type have been effective in adjusting countries esawherein the world - eg.
Chile and Botswana.?’ In the early 1980s Chile introduced open-ended public works schemes that
were effective in reaching as many as wanted employment at the very low wages offered. Targeted
hedlth and nutrition schemes reached those most in need. These interventions were not enough to
prevent a severe worsening in income distribution and rising PIP, but did avoid the worst
consequences of these changes for human indicators, such as hedlth, nutrition and literacy.®
Botswana used employment schemes and food rdlief available to dl who came forward in regions
badly affected by drought.

The need for support - in terms of numbers to be covered and duration of coverage - will depend
criticaly on what happens to the macro-economy, which is afurther reason why deflationary
policies should be avoided as much as possible, and a focus be put on improved regulatory and
financid systems to reestablish confidence in the system.

Asfar as socia poverty is concerned, it isimportant that priority services be protected during cuts
(primary hedlth and primary and secondary education), and that charges for these services are not
introduced, especidly at atime when PIP isrising. Indonesia provided a successful example of
sdlective cuts which protected prioritiesin the early 1980s.% While other adjusting regions were
criticised for cutting investment in the socid sectors during the 1980s and preserving consumption,
thisisasengble drategy to meet a short term criss, epecidly in the context of previous expanson
of the system.

2l See Corniaet a., 1987.
%8 See Raczynks, 1987; Raczynski and Romaguera, 1992.

2 See Stewart, 1995, Chapter Eight.
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This part of the discussion has focussed on East and South East Asiawhich have been hit by the
recent criss, and which, previoudy, had got furthest in transforming their economies towards
modern industrid economies combined with the disintegration traditiond support sysems. The
poverty in South Asian economiesis greater in breadth and depth than in the economies of East and
Southeast Asa. While so far adjustment policies have not led to any sustained rise in poverty in
South Asian economies, if growth falls off there as aresult of regiond contagion there could be
serious effects on poverty extending well beyond those newly unemployed in the modern sector. In
that context, expansonary macro-policiestha permit sustained economic growth, and meso-
policies designed to protect priority sectors and safety net expenditure, will become of centra

importance.

Conclusions

The centrd conclusion of this paper isthat Asian economies have been much more successful in
reducing PIP and SIP during adjustment than other regions, a success which was grestest among
those economies that adjusted on their own without the support of the IFIs. This success was due to
the sustained growth in per capitaincomes not to a particularly egditarian pattern of growth or to
improved socid dlocation ratios. But dependence on economic growth has dangers when this
growth isthreatened. In that Stuation - which is the redlity today - new policies are needed to
protect the poor, in particular acomprehensive socid support system.
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Table 1 - Contrasting conditionsin Asia, Africaand Latin America, 1980-96

Aga Africa Latin America
and the
Caribbean

Balance on current alc as % exports

1981 -9.7 -23.8 -31.0
1986 -5.0 -18.5 -23.6
1990 +1.9 - 5.8 -3.9
1996* -3.2 -11.6 -12.8

Fisca balance, % GDP

1980 -3.4 -39 -0.6
1990 -2.9 -3.6 -0.8
1993 -2.9 -10.6 -0.1

Externd debt, ratio to GDP, %

1980 15.9 35.7 27.3
1986 26.6 64.1 63.4
1990 30.2 68.4 46.5
1996* 28.2 68.7 414
Debt serviceratio %

1983 10.8 22.7 42.5
1990 16.3 22.5 24.5
1996* 8.1 14.8 30.0

Source: IMF: World Economic Outlook (various)
United Nations. World Economic and Socid Survey 1997
*egtimates
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Table 2 - Datesof IMF Programmesand World Bank Structural Adjustment

Loansin Asia 1980-96

IMF World Bank
Standby SALs
EFF
SAF
ESAF
Bangladesh 79-80;80-83;85-87;87-89;90-
93
China 1981; 1986-7 -
India 1981-4;1991,; 91-3 1991
Indonesa - -
Korea 1980-82; 83-85;85-87 1981;1984
Lao 1980-81;89-92;93-97 1989;1991,
1996
Mdaysa - -
Mongolia 1991-92;93-7 -
Nepal 1985-87;87-90;92-95 1987;1989
Pakistan 1980-86; 88-91; 93-97 1982
Philippines 1986-88;89-97 1980;1983
Singapore - -
Si Lanka 1979-82; 83-84; 86-88;89-97 -
Thaland 1981-3;85-87 1982;1983
Vietham 1993-97 1994

Source: World Bank Annua Reports, IMF Annuad Reports
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Table 3 - Private Income Poverty estimatesfor Asian countries, 1980-95

Country IFI Prog.® Date Poverty rate %
between dates Rural Urban Total
Bangladesh na 1981/2 74 66 73
\ 1985/6 51 56 52
Y 1991/2 53 34 509
China na 1981 24 11 20
\4 1990 12 0.4 9
India na 1977/78 55 34 43
\4 1989/90 38 24 32
\4 1992 48 25° 34
Indonesia ha 1980 28 29] 29
N 1087 16 20) 17
N 1990 14 17 15
N 1993 8
Korea, rep. na 1980 9 10} 10
\4 1984 4 5 5
IMalaysia ha 1980 37 13] 29
N 1087 25 gl 17
N 1989 19 7 15
Nepal ha 1979 61 55 60
N 1984/5 43 14 43
Y 1995/6° 44 23] 42
Pakistan na 1979 3 | 39
\4 1984/5 26 25 26
\4 1991 37 28] 34
Philippines na 1971 57 41 52
\4 1985, 59 45 54
\4 1901 52 37 4§|
Sri Lanka ha 1978/9 26 20| 23
\4 1986/7 32 15 31
Y 1991¢ 36 18] 22

29
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Thailand na 1980/1 27 B 23
Y 1988/9 29 7 2
Y 1992 16 10} 13
\Vietnam Y 1988 60 na na
N 1993 57 26 51

Source: Tabatai , 1996; World Bank, World Development Indicators, 1997; World Bank,
1998.Human Development Report 1997.

Note: a Adjustment programmes include IMF Standby;SAF,ESAF, World Bank Structural Adjustment
Loans, b. poverty rate rose according to some estimates;, c. rate fell according to some egtimates, d.
comparability of estimates questionable.

30
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Table 4 - Indicators of social poverty, 1980-1995

Country  |Access to education, % of age-group not in school % without accessto Infant mortality rate,
. ) deaths per 1,000 live]

Primary.® Secondary Ihealth services safe water births
1980| 1993 1980 1993| 1980 1993 1980(1994/5 1981 1995
Banglad. 38| 0 82 81 20, 26 59c 70 135 79
China OI 0 54 48] na 12 na 54 71 34
Ho. Kong OI 0 36 na naj na na 0 10§ 5
India 17 0 70 na 50 na na| 37 121 68
Indonesia 0 | 0 71 57 64b 57 25¢ 37 105 51
Kor. Rep. ol 0 22 7 na 0 7c 7 33 10
Lao PDR of 0 79 75 nal ng na|  s6d 126 90
IMaaysia 7 7 52 41 40a 12, na 10 301 12
Nepa 16 0 79 79 90 na 89 52 148 91
Pakistan 61 35 86 na 35 15 62 40 123 90,
Philipp. 0] | 0 36 21 na 29 34c 16 63 39
Singapore ol 0 42 22 0a 0 0 0 12 4
Sri Lanka of 0 47 26 10 10  e4c 43 43 16
Thailand 1 2 71 63] 70 4] 34c 19 53 35
Vietnam 0] | 0 58 65 25 3 59 62 97 41
Source: World Bank, World Development Indicators 1997; UNDP, Human Development Report 1997 World Bank, World Development
Report, 1983 UNICEF, State of the World's Children, 1988, 1998. a 1985/7 b: 1980/86 c: 1983/86 d:. 1990-96. The basis for estimates

ad may be different from other estimates. e. Figures of zero children not attending school are given where gross enrolment rates exceed 100,
but in fact as children out of the ‘right' age group aso attend primary and secondary schools, there may still be some children out of school
even with gross enrolment rates over 100.
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Chart One
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Table5 - Changein per capitaincomein Asian countries, 1980-96

Country Changein p.capita incomes % p.a [Rate of growth of vaug
added in agriculture %
pa.

1980-96 | 1980-85| 1986-90 [1990-96 [1980-90 |1990-95
[Bangladesh. 4.4 5.0 35 4.2 27 1.1
[Bhutan 6.6 7.7 el 47 el na
Cambodia 6.2 na 7.7 5.3 d 21
China 10.0 90| 100 9.9 5.9] 43
|Hong Kong 6.8 8.4 7.0 4.8 | na
India 48 3.8 6.3 4.9 3.1 3.1
Indonesia 7.0 6.8 6.0 8.1 3.4 2.9
IKorea, Rep. 7.9 6.5 9.7 7.7 2.8 3.1
|Lao POR 5.4 a 4.1 7.6 d na
[Macao 6.6 95 73 5.6 d na
IMaaysa 7.1 7.3 46 8.9 3.8 26
[Mongolia 25 6.7 55 17 x| na
[Myanmer 3.0 5.7 2.0 4.6 0.5| 5.1
[Nepal 4.3 3.1 4.9 4.9 4.0] 15
[Pakistan 5.9 6.7 6.4 4.7 43 3.4
[Prilippines 2.3 2.0 2.7 2.9 10| 1.6
Singapore 7.8 8.6 6.0 8.7 -6.2 0.5
Si Lanka 46 5.8 3.1 4.4 22 24
Thailand 7.7 5.4 9.1 9.4 4.0| 3.0
Vietham 6.3 na 47 7.7 na 5.2
IRegion average 5.7 6.2 54 5.8 2.2 2.8
IFl-adjusters 5.6 55 5.9 45 3.3 26
Others 6.4 7.1 5.3 7.2 0.9 3.1

Source: World Bank, 1997, World Development Indicators (Cd-rom version);
World Bank, 1995, World Tables
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Table 6: International tradein Asian countries, 1980-96

Country % change pa % exports 1980-96
1980-96
exports $imports $ JClothing and textiles Electronics
Bangladesh. 10.3 79 72.9| 0.2
Bhutan 12.5 8.2 nal na
Cambodia 49.7 27.9] nal na
China 17.0 15.2 20.3] 95
Hong Kong 15.2 15.8} 33.5 15.6
India 9.1 6.4 27.5 1.6
Indonesia 5.7 10.7 11.7 2.2
Korea, Rep. 13.6 13.3} 21.2) 21.2
Lao PDR 31.8 48.6) naj na
M acao 9.5 64.9] 76.6 14
||v| alaysia 11.9 14.2 43| 25.9
IM ongolia -3.3 -7.0] nal na
[Myanmar 7.2 139] 2.5 na
Nepal 1238 103 65.] 0.2
Pakistan 91 6.3 726 0.1
Philippines 15.2 10.7 10.3) 12.0
Singapore 10.1 11.8} 4.0| 24.1
Sri Lanka 159 6.9| 316 0.6
Thailand 193] 153 14.4 116
Vietnam -0.8 14.7 55 02|
Region average 12.5 15.3 30.1 8.4
IFl-adjusters &_13,6 35_L 57
Others 7.9 18.1 23.0 13.8

Source: World BankWorld Bank 1997 World Development Indicators (Cd-rom version) Asian Development Bank

Asian Economic Outlook

Table7- Labour forceand employment growth, selected countries

Labour force growth,
% pa

Employment growth
% pa

Emp. growth less
labour force growth

1981-5 1986-93 1981-5 1986-93 1981-5 1986-93

Bangladesh 2.8 29 4.5 (1980-90) 2.6 (1980-90)

India 2.0 1.9 1.7 (1980-90) -0.2(1980-90)
Pakistan 3.2 2.7 21 19 -1.1 -0.8
Sri Lanka 16 15 -4.8 121 -6.4 10.6
Indonesia 24 23 27 33 0.3 1.0
Malaysia 3.0 27 34 34 04 0.7
Thailand 25 19 3.0 32 0.5 13
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Korea 2.7 21 1.8 34 -0.9 13
Hong Kong 21 19 26 13 -0.5 -0.6
Singapore 19 10 20 31 0.1 10
Philippines 25 25 35 2.3 -0.8 -0.2
Average, | Fl-adj .2 252.6) |22023) |1728) |4128) |-0.8(-0.2) 1.9(0.5)
Av. other 2.4 2.0 2.7 2.7 0.3 0.7

a. Figuresin brackets exclude Sri Lanka

Source: ILO, World Employment 1996/7;
Mugtada and Basu, 1997.
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Table 8 - Incomedigtribution in Asan countries

Dates Rural Urban National
Bangladesh 1981/2 0.35 0.41 0.39
1988/9 0.37 0.38 0.38
China 1980 0.286 0.237 0.330(85)
1988 0.364 0.300 0.376
1995 0.451
India 1983 0.301 0.334 0.32
1992 0.298 0.356 0.338
Indonesia 1978 0.361 0.381 0.348
1987 0.26 0.32 0.321
1993 0.317
Korea, Rep. 1980 0.146 0.444 0.386
1988 0.290 0.350 0.336
Malaysia 1979 0.482 0.501 0.508
1984 0.444 0.466 0.480
1989 0.445
Nepal 1984/5 0.292 0.371 0.301
1995-6 0.367
Pakistan 1979 0.32 0.40 0.373
1990/91 041 0.39 0.407
Philippines 1985 0.378 0.442 0.446
1988 0.378 0.431 0.445
Sri Lanka 1980/1 0.40 0.44 0.41
1985/6 0.43 0.50 0.437
Singapore 1982/3 0.42
1987/8 0.41
Thailand 1981 0.437 0.427 0.453
1988 0.443 0.456 (86) 0.478
1992 0.462

Source: Tabatai, 1996; World Bank, World Development Indicators, 1997.
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Table 9 - Changing social allocation in Asian countries, 1980-95
Country |Govt. expend Educ. expend. IHeaIth expend. Educ. plus health
% GDP % govt. % govt. % GDP
1980-90 1990-5 1980-90 1990-95 1980-90 1990-95 1980-90 1990-95
Banglad. 9.9] na 9.4 9.5 5.7 na 1.5 na
Bhutan 35.5 41.2 10.5 na 6 0.7 6.8
China 10.1 9.7 11.7 12.4] na 0.4 1.2 1.2
India 15.3) 16.7 10.0 11.2 na na 1.7 2.0
Indonesia 20.2 17.3 8.9 10.5 2.5 2.7 2.3 2.3
Korea, R. 16.6 17 21.5 17.7 1.3 1.1 3.8 3.2
IMalaysia 28.91 26.1 16.4 16.6 4.4 5.6 6.0 5.8
IM yanmar 15.9| 13.5 10.1 14.4 6.1 4.7 2.6 2.6
Nepal 15.8| 17.3 9.5 10.9) 4.1 4.6 2.1 2.7
Pakistan 20' 22.8 3.2 5.5 1.6 na 1.0 15
Philippines 16.5 19 9.1 10.5 5 3 2.3 2.6
Singapore 16.5) 19.6 8.6 21.8] 7.2 6 2.6 5.4
Sri Lanka 20.8) 28.3 5.3 8.8| 3.9 5.8 19 4.1
Thailand 16.4 14.9 12.1 19.8| 4.2 8.1 2.7 4.2
[Av. region 19.6 20 10.5 12.3| 4.2 4.4 2.9 3.3
| FI- 18.7 195 94 94 45 45 2.6 27
countries
Others 21.3) 21.4 12.0 15.5 3.9 4.3 34 4.2

Source: World Bank, 1997, World Development Indicators;
UNDP 1997 Human Development Report
UNESCO 1995 World Education Report & 1996 Statistical Y earbook
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Table 10 - Estimates of changes in real expenditure per head on

health and education in some Asian countries, 1980-95

Ratio of expenditure per head, 1995 to 1980

Education Health

India 2.1 na|
Indonesia 3.0 2.5
Korea, Rep. 34 2.9
Malaysia 3.0 3.6
Myanmar 1.6 1.0
Nepal 2.0 2.6
Pakistan 2.5 2.1
Philippines 1.4 1.2
Singapore 3.3 2.7
Sri Lanka 2.1 2.1
Thailand 3.3 5.1
av. region 2.5 2.5
| Fl-adj 2.4 2.4
Others 2.7 2.2

Source: as Table 8
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Table 11 - Investment ratiosin Asian countries, 1980-96

39

Country Investment as % GDP Foreign investment net flows, % GDI
1980- 1986- 1990- 1980-
85 90 95 85 1990-95
Bangladesh 14.1 12.7 13.8 -0.1 0.2
Bhutan 35.9 315 29.5 0 0
Cambodia 0.0 9.5 13.4 na 9.8
China 28.5 28.8 32.2 0.7 9.4
Hong Kong 27.4] 24.7 27.7 na na
India 19.8 22.0 22.6 0.1 0.6
Indonesia 23.7] 25.9 27.3 1.0 4.2
Korea, Rep. 29.4] 31.2 36.7 na na
Lao PDR 6.6 11.2 13.2 0 5.5
|Macao 16.8 19.5 27.3 na na
[Malaysia 336 27.0 36.3 112 20.2
[Mongolia 50.4 442 24.6 0 05
IM yanmar 18.3 12.2 12.7 na na
Nepal 17.7 17.5 19.91 0 0.7
Pakistan 16.9 17.1 17.9| 1.4 3.4
Philippines 257 19.0 22| 04 6.9
Singapore 44.9 35.8 35.4 na na
Sri Lanka 28.0 22.6 24.1 3.0 4.1
Thailand 27.8 31.8 40.90 2.4 4.2
Vietham na 12.0 18.4 0 8.3
Region aver age 24.5 23.2 24.8 1> 5.2,
IFl-adjusters 21.9 21.3 19.0 1.0 3.8
Others 26.9 24.0 30.6 2.4 7.6

Source: World Bank 1997 World Bank Development Indicators (Cd-rom version); WB 1995 Trends in Developing

Economies
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