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Foreword

Rapid expansion of employment in low-income countries is one of the
biggest challenges of development. The growth in labor supply in develop-
ing countries will remain large for a long time to come. Incomes of the
poor in rural areas will depend more and more on productive off-farm
work, and in the rapidly expanding urban areas, food security will depend
largely on jobs and wage rates. As Joachim von Braun says in the introduc-
tory chapter of this volume, “‘Today, understanding the labor market is as
relevant for food policy design as understanding the food market.”

While economic growth generally leads to reduction of poverty, the
process often takes an unacceptably long time. In this volume, employ-
ment policies and programs are analyzed in terms of their potential for
addressing the problems of poverty and economic growth simultaneously.
The conclusions are encouraging.

As these chapters reveal, direct action for employment in low-income
countries has considerable potential for reducing poverty. Linking infra-
structure improvement with jobs for the poor has considerable appeal. The
strong participation of women is an important feature of the programs.
Clearly, however, these studies show that participation of the people in the
design of the programs and strong managerial capacities for efficient
implementation are preconditions for sustainable employment programs
that effectively reduce poverty and food insecurity.

The volume builds on and is related to a number of IFPRI research
findings: earlier IFPRI research indicated that agriculture can be stimu-
lated by improved infrastructure, with favorable effects for rural income
and employment generation both on and off the farm. IFPRI research has
also shown that the commercialization of agriculture, fostered by im-
proved market systems and other institutional innovations, greatly expands
rural employment opportunities. Moreover, in famine-prone areas, job
creation programs have had some positive effects on food security, as
IFPRI studies in Ethiopia and Sudan have shown. In the context of all these
and other policies and programs, IFPRI research has pointed out in consid-
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erable detail that the effects of the interventions vary for diverse popula-
tion groups and often by gender. All these findings have a bearing on the
research and policy conclusions presented in this volume.

Lawrence Haddad

Director
Food Consumption and Nutrition Division
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1

EMPLOYMENT FOR POVERTY
REDUCTION AND FOOD SECURITY:
CONCEPT, RESEARCH ISSUES,
AND OVERVIEW

Joachim von Braun

Closer Links between Employment,
Poverty, and Food Security

Today, understanding the labor market is as important for addressing the
food security problems of the rural and urban poor in developing countries
as understanding the food market. It is now widely accepted that food
security is at least as much a matter of poverty—Ilimited access to food—
as it is a matter of supply—limited availability of food (Dréze and Sen
1989). Food security is defined here as access by all people at all times to
the food required for a healthy life (von Braun et al. 1992).

The studies presented in this volume point out the rapidly increasing
dependence of the absolutely destitute—those lacking food security—on
the labor market, and argue in favor of placing strong emphasis ont employ-
ment in any poverty-reduction strategy. Of course, such strategies must
also address the huge challenges of producing, transporting, and marketing
an adequate food supply for the rapidly growing populations in low-
income countries (Pinstrup-Andersen 1994).

Too little attention has been paid to the idea of investing in productive
and remunerative employment for the poor as an alternative to subsidizing
food (or capital). During the 1980s, however, many countries shifted their
policies in this direction, that is, away from food subsidies and toward
more developmental policies for poverty reduction or are now striving to
implement such policies. The potential and limitations of food subsidies
are now well understood (Pinstrup-Andersen 1988, 1993). The feeling now
is that it is necessary to address the problems of poverty and hunger in
conjunction with the issue of economic growth in order to bring about a
sustainable reduction of poverty (Radwan, Chapter 2, this volume; World
Bank 1990; Lipton and van der Gaag 1993). Due to its potential effective-
ness and sustainability, a strategy of ‘‘food security through employment™



may also facilitate resource mobilization and domestic as well as interna-
tional development assistance.

The distribution of food insecurity is becoming more concentrated
among the landless and the urban poor, and, in a regional sense, in Africa
and South Asia. With increasingly limited land resources per capita in rural
areas, the poor in many low-income countries lack resources. Most of the
poor have only a single resource: their own labor. Utilizing that resource
effectively and increasing its productivity are the objectives of employ-
ment policies and related human-resource improvement for eradicating
poverty. The challenge of creating jobs in low-income countries where the
workforce is expanding rapidly is already tremendous; the labor force is
growing while other resources (such as land and capital) are becoming
increasingly scarce.

There seems to be no generalized, comprehensive strategy for dealing
with open unemployment in high-income countries, where the total working-
age population is stagnating or declining. Seemingly even more intractable
are the problems of underemployment and low labor productivity in low-
income countries, where the labor force continues to grow rapidly and
where lack of remunerative employment for the poor often means lack of
food security. The world’s total working-age population (adults aged 15—
64) is expected to grow from 3.3 billion in 1990 to 4.6 billion in 2010 (ILO
1986). This represents a 39 percent increase in only two decades, and this
growth will take place almost entirely in the developing countries among
the poorest segments of the world’s population. Greater focus on employ-
ment as an approach to reducing poverty in the coming years seems to be
justified by a number of global trends:

o The labor force of low-income countries is growing more rapidly
now than in any period in history.

o The relationship between growth rate of output and growth rate of
employment appears weak, with the latter lagging behind the former.

e Rapid population growth is paralleled by increasing scarcity of one
resource—land—which further limits the earnings of the rural poor
from farming.

e In the context of structural adjustment, the cost of unskilled labor
has fallen precipitously relative to the cost of capital in many
low-income countries, particularly in Africa.

o Due to past and present civil unrest, many areas of the world require
extensive reconstruction, which can be carried out in a labor-intensive
manner.

In general, an enhanced resource base (terracing, watershed protection,
and so forth) and improved infrastructure are prerequisites for achieving



sustained economic growth. Such infrastructure improvements may be
created and maintained through labor-intensive programs, and are further
stimulated by the reduced labor-to-capital cost ratio referred to above.
Especially in Sub-Saharan Africa, infrastructural constraints are severely
hampering economic development, partly because of their dampening role
for incentives to facilitate supply response (Platteau 1993).

Employment-Poverty Links
in Theory and Strategies

Achieving a high level of employment—preferably ‘‘full employment”—
is virtually a universal goal among policymakers. Employment expansion
figured centrally among the concerns of early development theories (Lewis
1955; Fei and Ranis 1964). Due to their highly aggregate conceptualization
and slight regard for the institutional complexities of rural and urban labor
markets in low-income countries, however, some early theories had only
limited usefulness as instruments for guiding policy. Too broad an aggre-
gation of labor, and an equally undifferentiated treatment of capital (that
is, the assumption of its homogeneity) in economic growth models have
plagued theory and prevented human resources from being appropriately
incorporated in development theory (Schultz 1981).

Also, economic development theory offered but little guidance in
regard to employment strategies and the institutional aspects of implemen-
tation. In the 1980s, strategies for reducing poverty by providing for basic
needs were pursued—at best—parallel to growth-oriented concepts, or
were even seen as competing with them (Streeten 1981). Employment
considerations did play a role in the development strategy debate, how-
ever, within the context of the analysis of the food and agriculture sector’s
key role in the development process (Mellor 1986). More recently, ex-
panded analysis of the economic aspects of institutions—including those
related to labor—offers new insights for developing and implementing
poverty reduction strategies by taking a more comprehensive approach
toward treatment of the potential and limitations of the role of markets and
government (Bardhan 1989; Hoff, Braverman, and Stiglitz 1993).

Since the mid-1980s, it has been recognized more and more widely that
(1) expanding employment is central to reducing poverty and that
(2) working toward that goal via policy action means taking into consid-
eration macroeconomic relationships, microeconomic allocation of re-
sources, technology, and a range of institutional conditions (Todaro 1989).
A comprehensive, multicountry study conducted by Horton, Kanbur, and



Mazumdar (1994) on labor markets undergoing economic stabilization and
adjustment asks two important sets of questions: first, how well have labor
markets functioned and have they facilitated or impeded macro adjustment
efforts? And, second, what effects have these adjustments had on the labor
market? On the first set of questions, by and large, the authors, reporting
on studies in individual countries, “‘argue that the labor markets performed
well” (Horton, Kanbur, and Mazumdar 1994, 54). Rather diverse findings
are reported on the second question, however. Direct policy and program
action for employment of the.poorest—such as that considered here—is
not dealt with by the Horton, Kanbur, and Mazumdar study so that the two
studies complement one another. It is interesting to note that many coun-
tries undergoing structural adjustment increased their employment pro-
grams for poverty reduction without much initial involvement of the
international institutions guiding the adjustment policies (that is, the Inter-
national Monetary Fund and the World Bank). This changed only to a
limited extent in the early 1990s, when thie long-term potential for reducing
poverty through employment became more widely recognized.

Broadening strategic thinking on employment-growth-poverty links,
Streeten (1994) places employment into the context of an antipoverty
strategy with a mix of four components: structural reform, employment
creation, social services, and participation. Streeten (1994, 62) argues that
¢. . . market-friendly policies should be accompanied by people-friendly
markets,”” and people-friendly markets should be built on participatory
institutions, human investment (in nutrition, education, and so forth), and
efficient, labor-intensive, environmentally benign technologies.

Past Experiences and Reviews

The attempt to target poverty through employment is not really new;
historically, the Poor Employment Act of 1817 in Great Britain repre-
sented a major milestone in the development of economic policy regard-
ing public action to reduce poverty through development (Flinn 1961).
India, too, has a long history of employment programs for reducing
poverty (Dev, Chapter 5, this volume). Ishikawa (1967) has emphasized
the critical role of communal labor mobilization in the context of eco-
nomic development in Asia.

A comparative study by Burki et al. (1976) concluded that public
works can make a significant contribution to reducing poverty, provided
there is sustained political commitment and close attention to detail in the
design and administration of the program. Such commitment was lacking,
however, until the underlying economic conditions changed in the 1980s



and, even then, the institutional response to new conditions has come slowly,
particularly among the organizations set on a development track focusing
on capital investment. In an illuminating Philippine case study of commu-
nal works in irrigation rehabilitation, Kikuchi, Dozina, and Hayami (1978)
identify critical economic and organizational conditions for mobilization
of labor at the community level. First, incentives must be high in order to
stimulate participation and, second, they must be appropriately organized
by accepted leaders of the community. Very high benefit-cost ratios are
found in this study. These benefits were found to be widely distributed
among small farmers and landless people. The landless gained more than
proportionally (according to income comparisons before and after the
project), but landlords (mostly absentee) did not contribute resources to the
project, despite major windfall gains in income from it. Kikuchi, Dozina,
and Hayami (1978) call for an institution to be promoted that would be
designed to expropriate such windfalls by taxation and other means to
return the resources to the local community for further investment in the
rural infrastructure, a conceptual issue that will be discussed further.

A more recent review of labor-intensive schemes for rural development
by Gaude et al. (1987), based on the findings of special public works
programs, comes to rather favorable conclusions concerning their impact.
Also, Clay (1986) notes the relative success of major South Asian schemes
using food as wage goods, but—a highly provisional assessment—sees
only limited scope for organizing labor-intensive works on any significant
scale in Africa. Now, in the mid-1990s, it can be seen with the clarity of
hindsight that the scope and scale of these programs in Africa has already
changed drastically (see Chapters 6, 7, and 8 in this volume).

Conceptual Framework and
Research Questions

While it is now widely accepted that productive and remunerative employ-
ment is fundamental to overcoming food entitlement failure among the
poor (Dréze and Sen 1989), there is still only limited understanding and
agreement as to how to go about providing such employment. An under-
standing of household and family decisions is certainly one prerequisite, as
comprehensively demonstrated in more general contexts of development
and food policy by Strauss and Thomas (1994) and by Haddad (1994).
Another prerequisite, as pointed out earlier, is an understanding of the
dynamics of labor markets under different macroeconomic conditions.
Furthermore, employment policies and programs for poverty reduction



involve an extensive set of institutional and operational issues, which are a
focus of this volume.

Short- and Long-Term Linkages

Development-oriented strategies for poverty reduction are of growing inter-
est to governments, nongovernmental organizations, and development-
assistance and other agencies. Such strategies function both by creating
assets that benefit the poor and by raising the productivity of the poor through
education, public health, and other human-resource-related measures. Fig-
ure 1.1 places employment programs in that context. While asset creation
and productivity enhancement are not necessarily mutually exclusive, they
operate on different time scales. Education programs, for instance, are geared
toward improving human resources over the long run, whereas employment
programs can potentially create income for the poor very quickly.

Employment programs are not a panacea, but they may be one important
element in an economically sustainable, development-oriented, poverty-
eradication strategy. They should not be viewed as alternatives to social
security policies for the vulnerable, but as complements to policies in
support of nonemployable population segments, such as children, the eld-
erly, and the disabled (Ahmad et al. 1990).

While there seems to be plenty of scope for a renewed focus on
employment policies and programs for reducing poverty and food insecu-
rity, short-term job provision is not the main goal. The proper aim of
employment policies is sustainable, remunerative employment based on
higher labor productivity. While it is not a major focus of this book, it
should be stressed at the outset that higher labor productivity can be
achieved only when employment programs are combined with asset gen-
eration, the utilization of technology, and the enhancement of human
resources. Thus, employment policies are to be viewed within a larger
context of complementary development policies.

Employment programs offer certain features that make them an attrac-
tive complement to a bundle of development instruments for poverty
reduction. An appropriate assessment of the degree to which employment
programs can improve food security must place them within the context of
a defined development strategy, as discussed, and of alternative (and possibly
complementary) policy instruments (for instance, macroeconomic policy,
trade and price stabilization policies, food and agricultural production
policies, and so forth).

Labor-intensive employment programs have both transfer benefits and
stabilization benefits, decreasing the risk of consumption shortfalls among
the poor (Ravallion 1990). Of course, both resources and effective manage-
ment are required to generate these food security benefits (Kinsey 1987).



Figure 1.1—Employment programs for poverty reduction and
food security: The main short-term and long-term

links
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Figure 1.2 outlines policy and program concerns relating to five key
areas of the employment program-food security interface:

e resources for labor-intensive programs;

e public works programs and implementation choices;

o creation of short-term employment and long-term assets;
e household income and risk insurance; and

o household food-security outcome.

Policy and program concerns arising in each of these spheres are listed
in the lower part of Figure 1.2. These concerns and the related research
questions that are briefly discussed below also establish the issues
addressed by many of the chapters in this volume.

Resources for Labor-Intensive
Employment Programs

Four types of resources are required for effective labor-intensive employ-
ment programs, as shown on the left-hand side of Figure 1.2: investment
capital (for asset creation), labor, wage payments, and organizational capa-
bilities. The investment of resources for employment means, of course,
that the resources are no longer available for use in other investments,
whether public or private, and that the resources must therefore be valued
at their economic returns to society (social opportunity costs). In the long
run, employment programs and their institutions ought to achieve eco-
nomic sustainability when incremental incomes and assets, created
through them, become taxable.

Employment programs, like any other poverty-reduction tool, cannot
escape the necessity of having a political support base. Narrowly targeted
programs, while theoretically desirable on the grounds of their economic
efficiency, often lack such a support base. Nevertheless, a sustainable
political support base may emerge from narrow targeting of short-term
benefits for those participating directly in the scheme, coupled with a
wider distribution of benefits from created assets. This, however, needs to
be explored in specific program circumstances.

Program and Implementation Choices

Labor-intensive programs with food security goals attempt to maximize
poverty reduction and thereby achieve food security, while also encourag-
ing growth and providing development-oriented public goods (that is,
infrastructure). This approach appears to be ideal, but in reality the pres-
sure to implement fast-acting job-creation programs increases when, for
instance, an economy has emergencies to deal with, which may result in
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the acceptance of trade-offs between jobs tomorrow and sustainable assets
next year. Optimality criteria are not easily established. Theoretically, the
shadow price of labor versus that of capital in the macroeconomic environ-
ment ought to determine the choice of technology in the long run. The
issue of trade-offs between employment and asset creation is most acute
when employment programs are used as crisis-mitigating instruments of
limited duration that compete with other instruments such as free food
distribution or relief camps. Under such circumstances, a case may be
made for programs designed to be more employment-focused than asset-
focused in the short run. Excessive emphasis on short-term employment
effects for the target group may, however, result in programs lacking
technical and economic viability. On the other hand, disregarding the
short-term targeting feature of public works programs may overlook their
key potential for improving short-term food security through their transfer
and stabilization benefits.

Employment programs are not necessarily public-sector works, but
may also be implemented through the private sector. In fact, at the worker -
level, employment in public programs should not be considered perma-
nent; otherwise, the flexibility in employment arrangements and the target-
ing feature of such programs may be lost.

Depending on the type and function of a program’s specific activities,
community participation and decentralization to local government levels
in planning and implementation are vital for achieving distributional bene-
fits and long-term viability. Local participation seems to be of paramount
- importance for the labor-based development of community-level infra-
structure that enhances food security both directly and indirectly. The
selection of appropriate methods for bringing about such participation and
decentralization is an issue of local conditions. Local leadership can
clearly affect the opportunities for participatory organization of commu-
nity works programs (Kikuchi, Dozina, and Hayami 1978).

Wage rate determination in employment programs is one of the most
critical policy decisions in such programs. It is generally tempting to set
wage rates in public employment programs at inappropriately high levels
(for instance, at the minimum wage in the public sector), which then results
in employment rationing under prevailing fiscal constraints. This may in
turn lead to a greater proportion of the poorest segments of interested
employees being excluded (Ravallion, Datt, and Chaudhuri 1990). Two
considerations come into play here: first, labor market characteristics and
labor-capital price ratios, both of which determine the choice of technol-
ogy in public works programs within a specific setting and season of
implementation; and, second, wage rates for the food-insecure (including
reservation wage rates of self-employed or subsistence farmers) who par-
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ticipate in the labor market. These two considerations suggest, on the one
hand, that wage rates ought not to be too low to reach into the desired skill
and productivity levels and, on the other hand, that wage rates ought not to
be too high to maintain the self-targeting feature of public works programs
under fiscal constraints. Such broad conclusions, however, are not particu-
larly helpful for program operators. An effort must be made to arrive at
more specific conclusions regarding wage rate determination in specific
types of program settings (see Chapters 11 and 12).

Whether wages in labor-intensive programs should be paid in the form
of cash or kind (food) depends on local circumstances relating to the risk
of market failure. A priori it seems that the scale of programs and the
thinness of food markets should be core considerations. The incremental
employment and increased cash income of the poor translate readily into
increased food demand. But market supply must be adequate in order to
avoid local inflationary effects on food prices, which would adversely
impinge on poor, nonparticipating households. Such market supply can,
however, be constrained by infrastructure, prices, government policies, or
a combination of the three. What results have food versus cash payments
in different program settings actually yielded, and what do program par-
ticipants say about the alternatives under various circumstances? These
questions will be explored in particular in the chapters on Bangladesh
(Chapter 3), China (Chapter 4), and Ethiopia (Chapter 8).

In the absence of such programs, households are compelled to search
for alternative employment and income sources. Three behavioral parame-
ters at the household level are critical for the actual food-security outcome
of employment programs: (1) substitution in employment, (2) substitution
in income sources, which determines the net effect of income (gross
income from public works minus foregone income), and (3) household
consumption behavior vis-a-vis income from employment programs ver-
sus other earned income. To arrive at an appropriate valuation of the costs
and benefits of employment programs, it would be necessary to assess the
social opportunity costs of time for the poor. What actually are the alterna-
tives of participants in employment programs, if any, and what are the key
behavioral parameters? These questions shall be addressed in specific
program and country settings.

It is the asset-creating effect of employment programs that makes them
sustainable developmental instruments, rather than merely a form of social
transfer. To the extent that assets created by public works programs result
in privately held assets—some irrigation infrastructure, for example—it
is, of course, legitimate to tax them. There is little dispute that productive
assets created by public works programs are frequently regressively dis-
tributed—a further argument for linking taxation to them.
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The sustainability of the provision of public goods through employ-
ment programs must largely be achieved through the public sector budget.
The more prominent a role public works programs play in a state or
country, the more attention must be paid to ensuring that assets and income
generated by public works programs contribute to replenishing resources
via taxation (see Figure 1.2). A simulation analysis with a general equilib-
rium model for India appears to confirm the superiority of rural public
works programs over alternatives for poverty reduction, particularly when
such public works programs are financed through taxation, rather than by
reducing other investments (Parikh and Srinivasan 1993). This highlights
the necessity of keeping the mode of financing and the opportunity cost of
resources used in public works programs in perspective when assessing
their net benefits. Attempts to address this issue satisfactorily give rise to
complex, unresolved modeling issues (that is, for wage formation in the
labor market, government’s public expenditure behavior, and so forth).

Household Income and Risk Insurance

Direct welfare effects for poor households resulting from employment
programs consist of (1) income enhancement within a short period of time
through wage employment, (2) risk insurance, where programs are de-
signed with the desirable feature of employment guarantees, and (3) em-
ployment and income effects, both direct and indirect, over the long run
from the assets created.

Combined, these three effects simultaneously address both transitory
and structural food-security problems confronting the poor. The relative
importance of each of the three welfare effects differs according to house-
hold type and the applicable food-security risk profile. With respect to the
distribution of the benefits and burdens of incremental employment, it is
not only the effects at the aggregate household level that matter, but also
the issue of which person(s) from the household actually participate in the
employment program—men, women, or children—which may affect intra-
household resource control and allocation (Haddad 1994; Alderman et al.
1995). Within the context of employment programs, much about these
issues has remained unclear in the past and is being studied in specific
socioeconomic and cultural contexts in this volume.

Household Food Security Outcome

The actual effect of employment programs on food security, then, is
determined by the level of household real income effects, over both the
short and the long run, and household consumption and expenditure behav-
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ior. While increased income generally has favorable effects on food con-
sumption, the already-mentioned issue of intrahousehold resource control
may have a further impact on household spending for food and nutritional
improvement (that is, male versus female spending preferences in some
settings). Important related research issues addressed in some of the stud-
ies in this volume are women’s time allocation to employment programs,
quality of child care, and direct and indirect effects on child labor.

The 1980s and 1990s have seen a tremendous proliferation of poverty-
reducing employment programs, especially in Asia and Africa (von Braun,
Teklu, and Webb 1991). The question is why this has occurred recently,
but not earlier? In other words, what prompted so many countries to initiate
these types of programs when they did, or, in the case of countries that
already had such programs existing, to expand them substantially?

The central questions examined here are what results have such programs
yielded thus far? Or, in other words, what impact have the programs had on
poor people over the short term and on development (through asset creation)
over the long term? And, most importantly, how can the effectiveness,
efficiency, and sustainability of such policies and programs be enhanced?

One question of relevance in devising a poverty-reduction strategy is
what role, if any, the government and public action should play in creating
employment? While failures in labor markets and exploitive institutional
arrangements may require the attention of public policy in support of the
poor, there is also the risk of public institutional and organizational failure.
Especially in cases where governance problems and weaknesses in the
legal system loom large, they undermine the country’s potential for eco-
nomic development and also probably reduce the scope for employment
programs.

The specific objectives of the research assembled in this volume are,
in brief,

e to analyze the changing linkages between poverty and employment
at an international and national level, taking into account changing
economic and political circumstances;

e to review and synthesize recent experience with employment poli-
cies that address the rural and urban poor under different national
conditions in order to facilitate sharing these experiences interna-
tionally;

o to identify the conditions—including political-economic ones—under
which various types of employment policies and programs for pov-
erty reduction and food security seem to work well (this analysis
must also consider the complementarities of employment programs
with other development actions in pursuit of coherent policies); and
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e to assess the institutional and organizational requirements for effi-
cient, effective, and sustainable labor-intensive employment pro-
grams at different levels (community and regional), including im-
plementation issues such as where to locate programs, what type of
organizations to form at specific levels of program operation, how
to formulate wage rates, and so forth.

Overview

The purpose of this overview is to give readers a general idea of the
rationale behind the structure and contents of this volume.

It starts with an exploration of the relationships between employment
and poverty in a growth strategy. Samir Radwan (Chapter 2) takes a
forward-looking approach in addressing relevant policy prescriptions for
poverty reduction, given major trends in the international and regional
economies, particularly globalization, the need to regenerate growth, and
the shift from state-sponsored to market-oriented development strategies.
Radwan calls for a poverty-reduction strategy, undertaken as an integral
part of the growth process, with major emphasis on employment. The
broad elements of the suggested strategy are, first, a macroeconomic
framework consistent with the objective of poverty reduction; second, a
major attack on poverty through increasing investment for employment
creation; and, third, public action for poverty reduction, including invest-
ment in the next generation’s education and health, as well as social protection
for those who cannot be reached through conventional policy instruments.

The next sections of the book are structured according to regions and
countries, and each section addresses different findings from employment
policies and programs for the improvement of food security. The focus of’
these chapters ranges from policy and program design and effectiveness
issues to political-economy considerations, participation, and sustainabil-
ity issues, and intrahousehold effects. Operational aspects figure promi-
nently in the analysis of program findings.

The selection of countries and programs dealt with here was not at
random. When the research project on which many of the chapters are
based was first being designed, a conceptual framework for the study of
employment programs was developed, and a comprehensive review of the
current regional distribution, design, and documented results of employ-
ment policies for poverty reduction and food security was undertaken (von
Braun, Teklu, and Webb 1991). That review included 13 African coun-
tries; the Asian countries of China, India, and Bangladesh; and findings
from a case study in Latin America (Guatemala). That global review was
supplemented by the experience of bilateral and multilateral organizations,
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such as the International Labour Office (ILO), the World Food Programme
(WFP), the World Bank, Gesellschaft flir Technische Zusammenarbeit
(GTZ), the United States Agency for International Development (USAID),
as well as nongovernmental organizations involved in employment programs.

Based on these reviews, national and program studies were selected
from countries with significant absolute poverty and food security prob-
lems, including the largest countries with particularly large programs
(China, India); those with particularly long-standing and interesting histo-
ries (Maharashtra, Bangladesh); some with recent and innovative pro-
grams (Niger, Botswana); and some with a specific focus on food-crisis
mitigation (Ethiopia). While it became obvious at the outset that regions in
Asia and Africa had generated much in the way of results from which
everyone could learn, little experience and few research-based findings
were available from Latin America.

The experience with Bangladesh’s food-for-work program as well as
alternatives to it are studied by Akhter Ahmed et al. in Chapter 3. China’s
varied experience with labor-intensive public works in poor areas is then
analyzed by Zhu Ling and Jiang Zhongyi in Chapter 4. The programs of
China are of particular interest to countries that are in the process of
transforming from primarily state-dominated economic systems to market-
oriented ones and have to cope with complex poverty and mounting
infrastructure problems at the same time.

Among the most interesting employment policies and programs tar-
geted toward the poor are those of India, especially the Employment
Guarantee Scheme of Maharashtra. The results of this program are re-
viewed by Mahendra Dev (Chapter 5).

Africa’s experience with employment programs is growing rapidly.
Labor-intensive public works located in the drought-prone areas of
Botswana and Tanzania are studied by Tesfaye Teklu (Chapter 6). The
diverse performances and experiences of these programs in Botswana and
Tanzania underscore the key role that institutional arrangements play in
programs’ sustainability.

In a comparison between rural and urban experiences with employment
programs in Niger and Zimbabwe, Patrick Webb highlights program-
design issues, that is, private-sector versus public-sector implementation,
and presents findings on household-level participation, particularly
women’s participation (Chapter 7).

Africa’s largest employment programs—those in Ethiopia—are re-
viewed by Patrick Webb and Shubh Kumar in Chapter 8, which looks at
the experience gained with different types of employment programs and
contrasts modes of payment (cash or food) in an environment where
famine looms large as a risk.
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In Latin America, employment policies and programs have been partly
integrated in social investment fund initiatives; the results are reviewed by
José Wurgaft in Chapter 9.

Each of the studies sheds light on several aspects of labor-intensive
employment programs. Table 1.1 provides a guide to the experience
gleaned from the national programs studied. The table is structured accord-
ing to the nature of poverty and food security conditions, on the one hand,
and the characteristics of the employment policies and programs studied
and their economic and political environment, on the other.

The various countries’ poverty and food-security conditions are
grouped into two categories: (1) disasters, crises, and famines, and
(2) chronic poverty and food insecurity (rural and urban). Further distinc-
tions are made between the various countries’ institutional conditions for
labor-intensive employment programs (for instance, political support base,
organizational base), their financial support base, and the implementation
and specific investment focus of their programs (for instance, building
infrastructure or improving natural resources).

Each country or program viewed in this structured manner may appear
multiple times in Table 1.1, as some of the studies cover different aspects
of policies and programs and deal with several different poverty and
food-security contexts. Treating the national studies this way maximizes
the insights gained into the key policy research issues pointed out in the
previous section.

The last section of the volume deals with generalized issues and policy
conclusions. In this section, issues relating to the development and relief
potential of food aid for employment are discussed by John Shaw (Chap-
ter 10). This is followed by a comprehensive review of implementation
issues relating to employment programs (Chapter 11), in which Jean
Majeres draws on the long-standing experience of the International Labour
Office (ILO). The book concludes with a synthesis of the findings and the
lessons they offer for the formulation of future policy (Chapter 12).
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CHALLENGES AND SCOPE FOR AN
EMPLOYMENT-INTENSIVE GROWTH
STRATEGY

Samir Radwan

The main objective of this chapter is to explore new approaches to policy for
poverty reduction, given the major trends in the international and regional
economies, particularly globalization, the need to generate new growth, and
the shift from state-sponsored to market-oriented development strategies.
The literature abounds with poverty studies that contain concepts,
measurements, determinants, and policies to reduce poverty. This chapter
takes stock of what has been learned and attempts to provide the broad
outlines of a growth-oriented strategy for poverty alleviation. The chapter
begins with a brief study of the magnitude of the problem, continues with
a schematic presentation of different approaches to poverty reduction, and
ends by outlining an employment-focused strategy for poverty alleviation.

Trends in Poverty Incidence

Poverty reduction has emerged as a central theme in development.! Gener-
ally speaking, poverty has been increasing at the same rate as population
growth (2 percent) in developing countries (Chen, Datt, and Ravallion 1993).

According to World Bank estimates (Table 2.1), around 30 percent of
the population in developing countries lived in poverty in 1990, on the
basis of an absolute poverty line of $31 per person per month. Close to
one-half of the population was in poverty in South Asia and Sub-Saharan
Africa, compared with one-third in the Middle East and North Africa, a
quarter in Latin America and the Caribbean, and a little over one-tenth in
East Asia. The global incidence of poverty remained almost unchanged
between the two years quoted in the table—1985 and 1990—although the
absolute number of poor people increased because of population growth.

!This section, which draws on work of the International Labour Office (ILO 1993, 1-4) was
the result of a collective effort undertaken under the auspices of the International Institute of
Labour Studies in Geneva.
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Table 2.1—Poverty in the developing world, 1985-90

Percentage of
X Population Below Number of

Region the Poverty Line Poor Persons

1985 1990 1985 1990

(percent) (millions)

All developing countries 30.5 29.7 1,050 1,133
South Asia 51.8 49.0 532 562
East Asia 13.2 113 182 169
Sub-Saharan Africa 47.6 478 184 216
Middle East and North Africa 30.6 33.1 60 73
Latin America and the Caribbean 24 255 87 108

Source: World Bank 1992,

Asia, with its rapid income growth, was the most successful in alleviating
poverty. But poverty increased in Africa, Latin America, and the Middle
East. These figures are, of course, only indicative; there is a great deal of
subjectivity in estimates of the extent of poverty. These numbers illustrate
the enormity and persistence of the problem, however.

Poverty is by no means confined to the developing countries of the
regions included in Table 2.1, although the nature of poverty in industrial-
ized countries is different. The recent growth in poverty in Central and
Eastern Europe following the collapse of socialist systems of public provi-
sioning surely poses a threat to economic reconstruction.

In developing countries, the poor tend to be concentrated in rural areas,
where average real incomes are much lower than in urban areas. But there
is also much extreme poverty in the cities, where the poor typically live in
slums or squatter settlements, and often have to contend with overcrowd-
ing, bad sanitation, and contaminated water. In recent years, civil wars and
the breakdown of law and order have also resulted in much extreme
deprivation, sometimes associated with large-scale movements of refugees
and the misery of refugee camps.

In the longer term, there have been significant changes in the nature and
causes of poverty and of the processes that lead to poverty in developing
countries. Major structural transformations have occurred since the 1960s,
involving the relocation of vast numbers of rural people to the urban areas. In
most Latin American countries, over two-thirds of the population now live in
the cities, compared with only one-third 30 years ago. In Sub-Saharan Affrica,
urbanization has proceeded at annual rates of 6-8 percent and one-third of the
population is now urban compared with only 10 percent or so at the start of
the 1960s. The rural population is already a minority in most of the Asian
newly industrialized countries (NICs). But whereas urbanization in the NICs
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has increased in line with employment opportunities, in most other develop-
ing countries rural-urban migration has occurred at much higher rates than
warranted by the absorptive capacity of the formal sector. Consequently,
unemployment and underemployment have grown, with the informal sector
having to bear the brunt of urban labor absorption.

Other factors that have led to changes in the incidence of poverty
include a series of structural changes in the world economy. One such
change is the growing polarization in the labor market. As enterprises
attempt to reduce costs in the face of increasingly fierce global competition,
the number of jobs with higher incomes and employment security declines.
Advantages are restricted to a core group of workers who possess human
capital acquired from formal education and on-the-job training. Around
them is a larger group of “secondary’” workers who are often employed
under fixed-term or temporary contracts. Finally, there is an army of sub-
contracted informal workers and a host of small enterprises in which em-
ployment conditions are much less generous. This process of labor differen-
tiation can be observed in both developed and developing countries alike.

In the rural areas, too, significant changes have occurred. Because of
land shortage or changes in landholding patterns, landlessness has in-
creased and the new entrants to the rural labor force are increasingly forced
into wage labor. The number of net buyers of food has begun to rival the
surplus producers and the self-sufficient, even in Africa.

The long-term trends toward urbanization and landlessness have been
exacerbated by the now two-decade-long crisis in Latin America and
Africa and the structural adjustment programs that were implemented to
contend with the crisis. Asia has been somewhat protected from these two
trends, although some of the impacts are discernible even there. While the
crisis originated in the tradables sector—effectively the agriculture
sector—because commodity prices declined, its most visible effect was to
spur the declines in real wages in urban areas: a fall of 30-50 percent in
wages was common in the Sub-Saharan countries and similar declines
occurred in many countries in Latin America. The structural adjustment
programs, which emphasized restraints on wages and the removal of sub-
sidies on staple foods, contributed to the fall in real wages. Plummeting
wages, combined with a decrease in the numbers of people in formal wage
employment, has sometimes led to the evaporation of wage incomes in
urban areas, especially in Africa. African countries have become *‘infor-
malized,” not only in the sense that the urban wage class has been reduced
to a minority, but also in the sense that most wages are eamed in the
informal sector. Similar trends exist in Latin America. In East Asia, how-
ever, rapid economic expansion has, in fact, resulted in the contraction of
informal activities.
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In the rural areas, the effects of the crisis and concomitant adjustment
programs have varied. Wage workers have been hardest hit—their wages
have fallen along with those of their urban counterparts and for similar
reasons—the repeal or decline of minimum wages and the freeing of food
prices. Export crop producers have been less affected by the crisis, as
declines in world prices were often offset by devaluation.

The breakdown of the extended—and even the nuclear—family is
another factor explaining the changing composition of the poor. As a result
of education and migration, the bonds of the extended family are loosen-
ing. One result is that more households are headed by women, who often
command lower wages than men.

The aging of the population is also likely to shape the composition of
the poor in the future. In developed countries, old people are protected by
private pensions, social insurance, and other forms of social assistance. But
in developing countries, such provisions hardly exist; without countervail-
ing policies, poverty is therefore likely to worsen among old people.

In general, the poor usually lack assets as well as income, including the
“human capital” embodied in skills and knowledge. Vulnerability to ill
health is common as a consequence and cause of poverty, and is often
associated with malnutrition. Poor women are particularly disadvantaged,
since they are discriminated against in the labor market and are vulnerable
to ill health as a consequence of child bearing. Ill health reduces the poor’s
capacity for work—and so diminishes their main or only asset.

The poor are a heterogeneous group, since poverty has many causes
and it affects many different groups. It is possible to identify cultural,
social, and ethnic background; family situation; or the area and housing
that people live in as characteristics that help to identify the poor. But even
if all these characteristics were the same for all families with the same
income or the same pattern of deprivation, it is quite possible that they
would adopt different strategies to overcome their situation. For example,
declining incomes in both rural and urban areas have resulted in excessive
diversification of economic roles, with most families increasing their
activities in several sectors to make ends meet. Changes have been most
noticeable in the urban areas where, for example, families have resorted to
a variety of income-earning activities, including even urban farming. This
mixing of economic roles makes it more difficult to identify groups in
poverty. The usual “indicators’ of poverty, such as wages and farm prices,
can no longer be taken as guides to family income, since the composition
of family income varies between groups and over time. By and large, the
vulnerable groups include smallholders, the farm workers, urban wage
earners, and informal-sector workers. But because of the diversity of
survival strategies, this characterization may well be too imprecise for the
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design of effective policy. Because the economic and social situations of
the poor are diverse, too simple a notion of poverty is likely to lead to
inappropriate policy.

Approaches to Poverty Reduction

Currently, the interest in poverty reduction results from the experience of
developing countries in the postwar period. While these countries achieved
a reasonable rate of growth of GDP, poverty did not shrink, and, in many
cases, it grew.

Two general approaches to poverty reduction may be distinguished:
(1) the ““trickle-down approach,”” where growth is regarded as a condition for
poverty reduction; and (2) the targeting approach, where nonmarket inter-
ventions by the state are prescribed in the fight against poverty (for example,
the basic needs approach, food for work, public works, and so forth).

It may be useful to summarize the specific strategies for poverty reduc-
tion by referring to the experience of the International Labour Office (ILO)
(ILO 1993, 27-51). The following sections will attempt to provide a critical
summary of these approaches, which are largely rooted in the second
approach to poverty reduction stated above, to illustrate both the potential
and the limitations of these various interventions for poverty reduction.

Changing the Distribution of Assets

Land and Physical Capital. A significant amount of the ILO’s work on
poverty has stressed the importance of asset redistribution. The main ration-
ale for this approach has been that the distribution of asset ownership is a
major determinant of income distribution in developing countries. The vast
majority of the economically active population in these countries works in
the rural and informal sectors where self-employment predominates. The
returns of self-employment are largely determined by the productive assets
available to the self-employed, whether they are engaged in peasant farming,
nonfarm rural activity, or the urban informal sector. As a consequence, there
is a strong correlation between asset deprivation and poverty.

While many of the urban poor are struggling to subsist in the informal
sector from what they can produce with improvised equipment, the rural
poor are mostly landless or have farms too small to yield an adequate
income. Agrarian reform has therefore been frequently advocated in the
ILO’s work as an efficient policy instrument to deal with rural poverty,
especially in Asia and Latin America. It was argued that unequal distribu-
tion of land ownership and archaic land tenure arrangements were direct
causes of poverty. The poor’s access to other inputs, especially credit, is
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also curtailed by their lack of access to land. Moreover, land reform can
lead to an increase in productivity since there is an inverse correlation
between farm size and output per unit of land, so the advocacy of land
reform was also based on efficiency grounds.

A second part of the rationale for the focus on asset distribution also
relates to efficiency. This part was based on the observation that the
secondary effects of an unequal distribution of assets reinforce the poverty
directly caused by the inadequacy of productive assets. In the rural econ-
omy, unequal land distribution results in a concentration of economic and
political power that negatively affects the poor.

In the late 1970s, significant attention was paid to the issue of asset
distribution. For example, the study on poverty and landlessness in rural
Asia (ILO 1977) argued that because of unequal agrarian structure, rural
poverty increased in spite of economic growth. A redistribution of assets
(land and tenancy reform) was therefore necessary. This challenged the
orthodox ‘‘trickle down” view, which predicted that the promotion of
agricultural growth through land-augmenting policies (such as new seeds,
irrigation investments, and small farmer programs) would automatically
lead to a decline in the incidence of rural poverty.

Subsequent work on agrarian systems incorporated the premise that
asset redistribution was a key element in development strategies by evalu-
ating the effectiveness of different types of land ownership and rural
development. This work contrasted agrarian systems based on a highly
concentrated pattern of land ownership with postreform systems such as
egalitarian peasant farming and various forms of communal agriculture. Its
broad conclusion was that agrarian reform was potentially a powerful
means for ensuring equitable growth and poverty reduction, and that these
postreform models were viable in both socialist and market economies.

This broad conclusion should, however, be tempered by other consid-
erations. For instance, in many countries, land reform was a necessary, but
not sufficient, instrument for poverty reduction. In densely populated
economies, land was often too scarce to make a meaningful distribution
possible. In such situations, a first round of land redistribution may have
produced some positive results, but productivity gains were soon eroded,
particularly through population growth. The provision of inputs and the
adoption of correct pricing policies were perhaps as important as land
reform in determining returns to land and labor.

Finally, surveys of countries that undertook land reform (Radwan
1977; Collier and Radwan 1986) have shown that while the distribution of
assets explains about half the variation in poverty incidence, the other half
is determined by the skill endowment of the household or its access to
remittances from migrant members. Such results point to the need for
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complementary policies to deal with such things as the lack of access to
credit and education and weak bargaining power in the labor markets. In
the light of this and the strength of the interests opposed to asset redistri-
bution, such policies have made limited contributions to poverty reduction
in most countries, despite their theoretical importance.

Human Capital. Investments in education and training are a potentially
powerful instrument for reducing income disparities and for raising the
productivity and earnings of the poor. Increased literacy and basic educa-
tion enhance the capabilities of the poor in several ways. In the rural
economy, improved educational levels have been shown to raise produc-
tivity in peasant agriculture because educated farmers appear eager to
absorb information on new techniques of production and to innovate. More
generally, education also enhances farmers’ ability to respond to market
opportunities in both farm and nonfarm rural activities, and it offers a route
to training and, through this, to better jobs. In the urban economy, im-
proved access to further education and training for the poor is a key escape
route from poverty to more higher skilled and better paying jobs. Training
is also an important component of support services provided to raise
productivity and incomes in the informal sector. The ILO’s mandate in
human resource development is largely confined to vocational training
outside the regular school system.>

Since the late 1970s, the organization has developed new operational
activities in the area of targeted training programs for poor or disadvantaged
groups. These have included the skills development for self-reliance and
training for rural gainful activities programs, which have offered training
and complementary support in order to promote rural income-generating
activities (ILO 1982). A program for promoting income-generating activi-
ties for women was also developed. From 1986 onward, the issue of training
for the informal sector also began to be addressed in ILO research. This
highlighted the problem that preemployment training in formal institutions
benefited only the relatively small proportion of the labor force that was
being prepared for skilled employment in the formal sector. Public expen-
ditures on training provided few benefits to the large numbers already in or
destined for informal-sector employment, raising the issue of equity. This

2Within the UN system, responsibility for primary and higher levels of education, as well as
for technical and vocational education within schools, rests with the United Nations
Educational, Scientific, and Cultural Organization (UNESCO). As a result, the ILO’s work has
rarely touched on the broader questions of how the level and allocation of educational
expenditures might reduce poverty.
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later ILO work addressed the possibility of greater outreach by training
institutions to the informal sector, the need to emphasize training for self-
employment, and the means through which traditional apprenticeship sys-
tems in the informal sector could be upgraded and rendered more effective.

These new areas of work represent a welcome shift toward greater
sensitivity to poverty and equity issues.’ But these new areas of ILO work
may not be cost-effective and they may be difficult to replicate. Training
interventions must also be linked to other support measures, since it is
rarely the case that training on its own can succeed in raising the incomes
of the poor.

Restructuring Production
at the Sectoral Level

Promoting Production and Employment in the Informal and Small-Scale .
Sectors. Since its initial conceptualization, popularized by the ILO’s
Employment Strategy Mission to Kenya in 1972, the ““informal sector’” has
been looked upon as a large source of employment potential. One of the
mission’s main findings was that the major employment problem was not
unemployment, but the existence of large numbers of the “‘working poor,”
involved in the production of goods and services, whose activities were not
recognized, recorded, protected, or regulated. Many such workers are
self-employed, and research on the causes of poverty among them shows
that it can often be traced to inadequate access to productive assets, an
issue discussed above.

Clearly, informal-sector workers are a group that should be targeted for
poverty reduction. But systematic policy design has been inhibited by several
factors: the haziness of the concept of the informal sector and the heteroge-
neity of the activities that it encompasses; the lack of organization of infor-
mal sector workers and producers and their lack of direct representation in
the ILO; the difficulty of applying universal labor standards, both because of
the difficulty of enforcement and because of the inability of many informal
producers to comply; and the very real difficulties faced by formal organiza-
tions such as the ILO and its constituents in dealing with nonformalized

3Recently, the ILO has paid more attention to the promotion and application of its standards
on human resources development and training (Convention No. 142 on human resources
development of 1975 and the corresponding Recommendations No. 150). These standards
emphasize equality of access and other equity issues and provide a clear mandate for policy
action at the macro and other levels that are more closely linked to issues of poverty reduction.
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situations. While the ultimate objective of ILO action is to integrate progres-
sively the informal sector into the formal economy, and to apply the protec-
tive measures articulated in international labor standards to this group, it is
clear that the informal sector’s employment-creating potential must be main-
tained.* Analysis of the constraints imposed upon the informal sector by
existing institutional, legal, and regulatory structures suggests that, while it is
important to provide basic social protection to informal sector producers and
workers, it would be unrealistic to try to bring them into compliance with all
existing labor legislation. Most informal sector producers are unable to
comply with such regulatory structures, and such a move would only cause
them to retreat further into the hidden economy.

However, if action in the informal sector is to help reduce poverty,
access to skills, capital, and markets is clearly crucial. In ILO work,
promotion of informal sector productivity has been undertaken through
targeted programs of support to small producers. These programs are
designed to help producers provide more employment and income oppor-
tunities. Specifically, the ILO has sought to improve access to credit and
technology and provide technical training and information relevant to
product marketing. The support programs are based on the concept of
participatory development, which contains three guiding principles: auton-
omy through reliance on the target groups’ own resources (financial,
technical, and human); organizational structures that ensure the effective
participation of the beneficiaries; and empowerment, by building the insti-
tutional capacity to overcome economic and social constraints.

Employment Creation in the Rural Economy. The potential for increasing
employment in agriculture through technological change and agrarian
reform is considerable, as East Asian experiences in particular have shown.
But even under the most optimistic scenarios, it seems unlikely that devel-
oping countries’ agriculture will be able to absorb the growing numbers of
entrants to the labor market. The result may be an increasing stream of
rural-urban migration that swells the ranks of the urban informal sector or
the urban unemployed, or an intensification of rural underemployment and
deprivation. To deal with this situation, the ILO proposed a ‘“‘rural-
focused, employment-oriented strategy of development’ in 1988. The
main thrust of such a strategy would be to increase labor absorption in the
rural areas by linking a dynamic nonfarm rural economy to an agriculture

“This has been explicitly referred to in the Employment Policy (Supplementary Provisions)
Recommendations No. 169, 1984.
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sector experiencing rapid productivity growth due to the adoption of
innovative and appropriate technology.

Evidence from recent research on the experience of some developing
countries suggests that such a strategy is feasible. The basic objective of
the strategy is to create conditions for maximum labor absorption in the
rural economy through three basic measures. First, agricultural growth
must be accelerated through land-augmenting technological progress. The
experience of the Green Revolution has suggested that technological inno-
vation can increase agricultural employment and productivity, provided
that the technology and the credit system are scale-neutral (that is, they do
not favor large farms at the expense of small ones), and provided that the
institutions are not too strongly biased toward the interests of the larger
producers. The situation in Sub-Saharan Africa is particularly suited to
such a measure since the poor performance of the agriculture and food
sectors can mainly be ascribed to the lack of technological progress.

Second, the growth of agriculture-nonagriculture linkages should be
fostered by the increase of effective demand by agriculture for the products
of the nonagricultural enterprises, especially those located in the rural
areas. There is solid evidence that agricultural growth, through production
and consumption linkages, provides a major impetus to the growth of
incomes and employment in the nonfarm economy.

Third, the domestic demand for agricultural output must grow rapidly.
This can only occur through accelerated growth in employment in the
nonfarm sector, facilitated, in turn, by the indirect effects of agricultural
growth.

In implementing such a three-pronged strategy, certain considerations
have to be borne in mind. First, this is not a universal recipe for all
countries at all times: the role of agriculture in employment creation varies
considerably between regions.

Second, in the long run, a shift out of agriculture toward industry and
services is inevitable, for agricultural growth by itself cannot solve the
problem of employment in the economy as a whole. A coherent long-term
strategy needs to take this into account.

Third, the history and pitfalls of the Green Revolution should be kept in
mind, especially its bias against small farmers and the high cost of using
chemical inputs. Even when research produces scale-neutral technologies,
these can acquire a scale bias in actual practice. This is because the benefits
of credit and extension services tend to be distributed in the same manner as
landholding, often despite the intentions of the governments. In addition,
since the adoption of new technologies requires as preconditions both the
acquisition of knowledge and the capacity to invest, the larger farmers have
better access to credit and extension and are often better able to benefit.
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Fourth, supplementary policies are needed to encourage the labor-
intensive, nonfarm economy. On the demand side, raising the incomes of
the rural poor will tend to increase effective demand for locally produced
goods and services, and so support the growth of rural nonfarm production.
But supply-side policies are also crucial. These include the provision of
credit and marketing facilities and the improvement of skills through
appropriate training and investment in human capital. Credit is particularly
important, since the formal financial system often fails to support the
smallest and most disadvantaged enterprises, especially in rural areas.

Public Works and Food-for-Work Schemes. Another example of a targeted
approach to poverty reduction is found in labor-based public works and
food-for-work.> This approach is based on the fact that the most abundant
asset of the poor is their labor; consequently, the poor’s entitlement to
income can be expanded if demand for their labor rises. One way to
increase such demand is to build sorely needed infrastructure, particularly
in the rural areas.

Some public works programs have been used to improve the food
security of the poorest people. In these cases, wages were paid in food
instead of cash and were often financed by food aid. Food payments have
often been seen as an incentive to encourage poor and undernourished
populations to participate in self-help projects. Food-for-work programs
have been widely promoted by the ILO, especially in Asia and Africa, to
provide such demand for labor. Since the late 1970s, these projects have
aimed to reduce poverty by providing poorer segments of the population
with employment and access to basic infrastructure and services. A num-
ber of developing countries that have adopted structural adjustment pro-
grams have made use of labor-intensive investment policies.

There is no doubt that this approach has been effective in creating
employment opportunities in rural areas, particularly during slack agricul-
tural seasons. Some urban public works programs have also had a signifi-
cant effect on employment. The public works approach is most appropriate
where it is cost-effective and sustainable over the long term, and where the
mix of labor and equipment can be adapted to the costs of various project
components and the availability of labor. But success requires a positive
policy environment in public and private-sector agencies and firms to cope
with such new tasks. These programs also have limitations. In particular,
their scale is often small in relation to the overall magnitude of the problem

SFor an overview of this approach, see the special issue of International Labour Review 131
(1), 1992.
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of poverty and underemployment. Where this is not the case, the expense
of public works makes it difficult to maintain programs over the long run.

The balance of past experience indicates that public works programs
have considerable potential for poverty reduction, though this potential is
not always realized. Evaluations indicate that everything depends on the
design of the program, on decentralized planning, and on the early involve-
ment of local people. The fact that many labor-intensive infrastructure
works do not live up to expectations is not an argument against them as
such, but rather an argument for better design and implementation. In this
context, it is significant whether the assets created by the poor are also
controlled by them.

Labor-intensive investment policies have already proved to be a suc-
cessful employment creation instrument, particularly when compared with
the efforts and resources needed to design and implement alternative
policies with a similar impact on the poor.

Labor Market Access and Vulnerability

In many parts of the world, there is a rapid growth in the numbers of rural
landless laborers, and labor market outcomes are not usually favorable to
the rural poor in view of their disadvantaged position and weak bargain-
ing power (Radwan 1989). A central question, then, is how to improve the
outcomes of both urban and rural labor markets, especially in terms of
returns to labor, and particularly for the poor. Four broad areas of labor
market policy with some degree of overlap may be identified. First, an
area that has received considerable attention in ILO work concerns labor
market information. But the impact on poverty of policy in this area is
limited—the poor require not only information but also access. Employ-
ment services generally cannot tackle the structural barriers preventing
poor people from obtaining decent jobs. A second area in which the ILO
traditionally has been very active concerns the regulation of contractual
relations in employment. This may involve outlawing some types of
coercive labor contracts (for example, bonded labor), modifying the con-
ditions of work or the way in which the employment contract is defined,
and securing the right to negotiate terms and conditions. Again, much of
this intervention would not directly affect poverty (because it would take
place mainly in the formal sector, where poverty is less concentrated). But
some aspects of the employment relationship are potentially important
targets for antipoverty action. This is particularly true of the regulation of
wage setting, especially policy on wage inequality and minimum wage
legislation. Third, policies to strengthen the labor market position of
groups that are vulnerable to discrimination, exploitation, or exclusion



33

have direct implications for poverty. A fourth area concerns policy inter-
ventions designed to increase the bargaining power of low-income groups
in the labor market.

Labor Market Regulation to Reduce Poverty: Minimum Wages and Other
Interventions. The relationship between minimum wages and poverty is
less clear than might be imagined (Starr 1981). One reason is that the
impact on poverty of the wages of individual workers depends on the
pattern of economic activity of different household members and house-
hold structures. Nevertheless, minimum wages can be an important labor
market policy instrument for reducing poverty (this aim is implicit in the
ILO Convention on the subject [No. 131, 1970] and explicit in ILO
Recommendation No. 135). Whether this potential is realized depends on
several factors: the extent of coverage; the extent of compliance; the level
of the minimum wages; the indirect effects on labor demand, for example,
an increase in unemployment or underemployment; the indirect effects on
consumption demand of those receiving the minimum wage; effects on
labor productivity; and the effects of minimum wages on wage demands of
those receiving higher wages. The net outcome of such regulation is thus
far from obvious.

A general problem in assessing the effects of minimum wages or other
forms of labor market regulation on poverty is the extent of compliance. A
minimum wage that applies to, say, 20 percent of workers, will have little
effect on poverty, and may simply reduce labor absorption in large-scale
industry. For minimum wages to be effective in action against poverty,
they have to be widely applied, and too often governments are content with
the appearance of action that unenforced minimum wage legislation pro-
vides. Such attitudes are facilitated by the difficulty of assessing and
documenting compliance.

Similar concerns can be expressed with respect to other forms of labor
market regulation, such as employment security legislation. Casual,
unprotected, irregular work is an important cause of poverty, and care-
fully designed legislation to outlaw exploitative practices and precarious
employment conditions can contribute to antipoverty policies, provided
those practices are prevalent throughout the labor market (see, for
instance, Siddiqui 1990). But certain preconditions in labor market insti-
tutions and economics must be met before legislation is likely to be
effective. In this area, the mutual reinforcement of economic policy and
legislation would be important.

Reducing Labor Market Vulnerability. Through poverty programs, the ILO
attempts to target groups that are perceived to be vulnerable in the labor
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market. Vulnerability is most often related to age, gender, ethnic identity,
or household status. Children and the elderly are both disadvantaged in the
labor market, but in different ways; in both cases, their initial vulnerability
places them in a vicious cycle of intensifying deprivation. When the
elderly are forced to work for lack of alternative income sources, they face
discrimination and risk illness, both of which undermine their productivity
and increase their need to work at the same time. Understanding these
interactions is crucial if the pattern is to be broken.

In addition to low-income and low-productivity jobs that trap the poor,
other factors play important roles in labor market vulnerability, as is
well-illustrated by the position of women in the labor market. It is now
generally admitted that a “‘gender-blind” approach to labor market policy
or other policy creates, in practice, a negative bias against women. Women
often start from a weak position: they lack direct control of assets and
access to training; they experience discrimination in the labor market, but
are not organized to combat it; they have competing domestic and labor-
market demands on their time; and they are subject to cultural and norma-
tive constraints on their economic roles. As a result of these built-in biases,
a policy that does not specifically discriminate in favor of women ends up
reinforcing gender inequality and, to the extent that gender is a risk factor
for poverty, deepening female poverty.

The labor market situation faced by women in poor households arises
from a combination of the general mechanisms creating labor market
vulnerability and the particular disadvantages of women. Labor market
segmentation largely follows gender lines. This is because access to the
labor market may depend on informal mechanisms imbued with cultural
constraints and attitudes that reinforce discrimination against women. For
example, labor market access may require formal educational qualifica-
tions, but investment in boys’ education is seen as offering a higher
eventual return than investment in girls’ education. As a result of these
barriers to access, women are often squeezed into the last, least desirable
spaces in the labor market. Women’s domestic roles in any case interfere
with career progression in regular wage work. Home-based work is an
almost exclusively female labor market category, subject to very low pay
and hidden but intense exploitation.

The ILO has paid increasing attention to women workers, though only a
small amount of this work has stressed the link between women’s work and
poverty. A number of international instruments have been adopted to pro-
mote equal employment opportunities for women and to protect their rights
as workers. The instruments include the Equal Remuneration Convention,
1951 (No. 100); the Discrimination (Employment and Occupation) Conven-
tion, 1958 (No. 111); the Human Resources Development Convention,
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1975 (No. 142); and the Workers with Family Responsibility Convention,
1981 (No. 156). The adoption of these instruments, however, does not
necessarily guarantee their implementation, and the number of countries
that have actually ratified certain conventions is disappointingly small.

One program that has focused on the links between women’s work
and poverty is the World Employment Programme on Rural Women
(Berar 1988), which combines policy advice, analysis, technical coopera-
tion, and the promotion of standards. The main activities in the labor
market area have consisted of assisting the formulation and implementa-
tion of programs and projects concerned with self-employment and credit
schemes for poor women and female-headed households, and social pro-
tection of vulnerable groups such as home-based piece-rate workers.
Much of the ILO’s work in the late 1970s and 1980s focused on the
survival strategies of poor women, bringing to light the diverse and
rapidly changing nature of poor women’s income-earning activities in
various socioeconomic contexts. In the late 1980s and early 1990s, ILO’s
emphasis shifted to analyzing the impact of economic restructuring on
patterns of poverty and employment among women, both new opportuni-
ties created and new forms of discrimination and exploitation emerging
from economic restructuring.

Many of the determinants of women’s vulnerability in the labor market
are also relevant to other vulnerable groups. Child labor is a case in point.
Whatever form it takes, child labor is an extreme manifestation of poverty
because it is the poorest families that need their children’s labor to survive.
But child labor also perpetuates poverty because it prevents children from
acquiring the skills and education that would equip them for gainful
employment. The ILO’s general legal instrument on the subject is the
Minimum Age Convention (No. 138), 1973. This instrument aims at the
elimination of child labor, but it also attempts to protect working children
and to provide welfare and educational facilities for them.

How effective is labor market policy in these different circumstances?
There is evidence that affirmative action policies can have positive ef-
fects, but they need to be systematically and vigorously enforced. This
involves using administrative controls and inspections, as well as mobi-
lizing the groups affected, public opinion, and nongovernment organiza-
tions. Even so, success is likely to be qualified. Labor market regulation
is also a limited instrument in poverty reduction,; it is often ineffective in
situations where poverty is most extreme. However, regulation may be an
important supporting policy where a broader economic strategy to reduce
poverty is given high priority. In brief, labor market policies against
poverty make sense as part of a package, but not as an independent,
self-contained approach.
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Social Transfers

Measures to improve the position of the poor in society by altering the
distribution of assets, restructuring systems of production, or increasing
their access to jobs imply fundamental changes in economic relations.
Such measures may take a long time to become effective, and even when
they do, political, cultural, and other factors may impede a generalized
improvement. A more direct approach, and one that promises more imme-
diate results, is to undertake measures and policies aimed at redistributing
existing income and wealth. Such measures include direct transfers of
income, financed out of general revenues or earmarked social security
contributions; the direct provision in kind of basic commodities or subsidi-
zation of their cost; or modifications of general economic policies in ways
that directly affect material standards of living at low-income levels.

Such approaches are not without problems. First, they depend critically
on the willingness of the nonpoor to undertake such transfers, implicit or
explicit. This goodwill may not exist, particularly if the nonpoor countries
regard the higher living standards achievable in the advanced economies as
models to emulate, and if they possess the economic and political power to
block or limit such transfers in their own country. Second, transfers rely on
the administrative capacity of governments to regulate, monitor, and im-
plement measures that impose a significant degree of solidarity within the
economic structure. An absence of solidarity among the poor themselves
may represent a difficulty: labor market regulations or agreements on
burden-sharing may be ineffectual and avoided by both employers and
employees if it is to their joint advantage. In a number of countries,
corruption can be a major problem. Finally, in modifying the rules of the
game and undertaking commitments to public transfers, governments may
be acting counter to current directions of economic reform, particularly
those associated with structural adjustment programs.

The following sections amplify some of these issues. First, social
provisioning, both directly and through subsidy and price policies, is
discussed. The next section looks in more detail at social security and
social assistance.

Supporting Social Consumption
and Provisioning

Meeting Basic Needs Through Social Expenditures and Transfers. Work
by the ILO in the mid-1970s suggested that targeted transfers were the
most efficient way of reaching the poor quickly, but that, at the same time,
programs leading to structural change, which would put productive assets
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in the hands of the poor, should be fostered. It was argued then that
poverty reflected the basic needs (food, shelter, health services, and so
forth), and therefore an antipoverty strategy should aim at meeting such
basic needs, in the first instance through a redirection of public expendi-
ture (ILO 1977).

In most countries, social expenditure continues today, though on a less
ambitious scale, to provide services and public goods to the poor. Social
expenditure as a share of total public expenditure varies considerably
among developing countries. According to the Human Development
Report (UNDP 1991), it ranges from as low as 13 percent in Indonesia to
50 percent in Chile and Costa Rica. The allocation of these resources
among the social sectors is equally diverse. The scarcity of statistical
information, however, makes it difficult to obtain indicators for an assess-
ment of the effects that such expenditures have on the poorer sections of
society. Some programs directed toward the poor—such as the Social
Investment Funds, which focus on nutritional assistance and on investment
in the creation of social infrastructure—have been shown to have had
positive (albeit smaller than expected) effects in Honduras, Bolivia, and
Costa Rica (see Wurgaft, Chapter 9 of this volume).

Social Security and Social Assistance. Attempts to reduce poverty through
transfers of income rest on two broad types of programs: social assistance
programs and social security programs. The former target individuals
according to their need, are often means-tested, and are usually funded out
of tax or general revenues. Other schemes, financed out of general reve-
nues, include benefits such as child allowances and health care services
(citizenship benefits), which are frequently available on a universal basis;
in developing countries, such benefits reach only a minimal level. Social
security programs, which represent an insurance mechanism for all mem-
bers of society, including the nonpoor, can supply some of the income
needs of old age and lessen the consequences of possible disability, sick-
ness, or unemployment. In almost all countries, social security programs
are financed by contributions from employers and/or employees that are
tied to earnings; benefits are also usually calculated on the basis of earn-
ings. Nonetheless, social security schemes frequently contain significant
transfers between social groups, as well as between generations.

From an economic point of view, the two approaches present a strong
contrast. Means-tested systems aim to focus limited resources where they
are most needed and, consequently, to minimize any leakage of benefits to
the nonpoor. Expenditure under such systems is usually quite limited.
Social security programs, on the other hand, are a response to the demand
for economic security on the part of the population as a whole. Here, the



38

limit to expenditure is the highest level of compulsory contributions that
society will agree to pay; this varies over time and between countries.

It must be stressed that no system of social protection can operate
satisfactorily unless certain economic preconditions are fulfilled. Social
security presupposes that income from work normally provides sufficient
income to live on and that most people will have regular work. It aims to
replace such income when people are not able (or expected) to work and to
supplement it when they face the extra costs of supporting children. In
developing countries, these conditions are often not met. As a result, in
developing countries, a relatively small proportion of the population is
covered by any kind of social security scheme. In these countries, social
insurance constitutes the bulk of existing provision. It is, however, limited
by the fact that few in the population are engaged in forms of employment
or self-employment of a sufficiently formal character to allow the collec-
tion of contributions. The only citizenship benefit of much importance
in developing countries is the public health service, though for many
people, this benefit is more theoretical than real and the quality of the
service tends to be low.

Individual social benefits for poor people in developing countries are
still rare. What help they get from the authorities tends to be in the form of
projects directed at local communities, that is, programs to promote devel-
opment rather than to protect vulnerable members of society. It has been
argued that much more could be done to extend protective measures to the
unorganized poor (those outside sectors covered by existing social protec-
tion schemes), along the lines of the social assistance schemes operating in
the Indian State of Tamil Nadu (Guhan 1995). Under this particular pro-
posal, a basic package comprising a small pension for the elderly and
disabled, a lump-sum survivor’s benefit, and a maternity benefit would be
provided, all on a means-tested basis, initially with the aim of covering
50 percent of those below the poverty line, that is, those who are not
merely poor but destitute. The package is estimated in the Indian context
to cost between 0.3 and 0.5 percent of gross domestic product, which puts
it within the range of feasible options even in societies with low incomes
and constrained budgets.

The main thrust of the ILO’s work in the developing countries has been
to establish, strengthen, and, whenever possible, extend the coverage of
social insurance schemes.® The aim has been to spread protection over a
broader geographical area (many schemes initially covered employees in

SThe relevant convention is the Social Security (Minimum Standards) Convention No. 102,
1952.
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urban areas only); to cover workers in small enterprises, also often excluded
in the early stages; and to extend some protection to the self-employed. The
needs of the self-employed, insofar as they can be ascertained from obser-
vation and from social surveys, differ to some extent from those of employ-
ees, as does their ability and readiness to pay contributions.

To date, the schemes proposed by the ILO have been mainly of a
contributory character. This reflects the concern of most governments in
the developing world not to commit themselves to higher public expendi-
ture. The ILO has, nevertheless, underlined the need for some form of
national solidarity to help finance benefits for the self-employed with the
least ability to pay contributions. In its technical cooperation projects in
Africa, the ILO has proposed more modest forms of protection for the
self-employed. In Cameroon, the initial priority was identified as health
insurance and, resources permitting, a grant toward expenses of pupils at
the beginning of the school year (ILO 1989). Recently, a start has been
made in giving the ILO’s work on social security a broader focus, but much
remains to be done. '

The Organization of the Poor

While interventions help, organization of the poor holds greater promise
for reducing rural and urban poverty. When the poor organize themselves,
anew institutional agent is created with growing resources of its own, able
to defend the interest of its members and to act as a pressure group for
social and economic change (Maldonado 1993).

In their struggle for survival, poor households rely first and foremost
on their own labor to make ends meet. The poor are often so involved in
their daily struggle for survival that they have neither time nor energy left
for organized contact with the outside world. Moreover, there may be
simply a lack of awareness that they can actively change their life situation.
But their individual efforts can be amplified when they organize them-
selves. The main interest of the poor obviously is to increase their incomes,
but they may also wish to strengthen their cultural identity, raise their
status in society, establish social rights, or gain political power.

The organization of the poor starts at the grassroots (local) level. Often,
they will need a catalyst or outside motivator who helps them analyze their
position in society and pool their initiative and creativity.

In 1977, the ILO launched a program to promote *‘participatory organi-
zations of the rural poor’’ (Rahman 1984). In this program, participation
consists of the organized activity of the rural poor, who create their own
initiatives and control the content, pace, and directions of those initiatives.
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A participatory research methodology was used: the poor undertook their
own research, with the aid of an external researcher who provided the
initial stimulus for the investigation and acted as a rapporteur of the results.
In principle, the task of the external agent or motivator is to withdraw as
soon as a group has acquired sufficient momentum and confidence to
continue with their initiative; this strategy avoids the development of a
dependent relationship or the situation in which the motivator becomes the
group leader (Tilakaratna 1987; Rahman 1983).

Since the beginning of the 1980s, the ILO has also been involved in
promoting the organization of women in the rural and the urban informal
sectors. Women’s organizations may provide a legal basis for access to
land; enhance bargaining power with the local government and the state;
foster assertiveness and self-confidence in dealings with local power
brokers; and enable women to identify their own needs and priorities and
set up projects. It is often important for women’s organizations to obtain
legal recognition. This goal is more often met in Asia than in Africa,
where the organizational setting is more informal. Another benefit is the
exchange of information and experience among women’s organizations
both within and between countries. International exchange has led, for
example, to the replication of grassroots organizations similar to the
Self-Employed Women’s Association (SEWA), and the Working
Women’s Forum in India.

Cooperatives are another form of organization of the poor, though they
require access to capital and assets. The role of cooperatives in poverty
reduction through the promotion of employment and income is recognized
by the ILO. The 1992 Report of the Director-General (ILC 1992) argued
that cooperatives offered a special advantage—in terms of enterprise and
job creation and, hence, poverty reduction—to developing countries
undertaking structural adjustment programs and to countries that had re-
jected centralized economic planning. Traditional cooperative structures
can be fashioned into new self-help organizations, which create self-
employment and income for vulnerable groups and the poor. This is
especially true in the rural and urban informal sectors. Some examples are
savings and credit cooperatives, which represent self-help methods of
finance and investment. But cooperatives can also serve the interests of the
rich exclusively. Therefore, a careful and critical approach is needed.

The philosophy behind most of these activities is the idea that, through
organization, the poor can increase their negotiating power. But, as is
pointed out by the Convention on Rural Workers’ Organizations (No. 141,
1975), the scope of these activities and groups are very different from those
involved in traditional labor negotiations between wage workers and
employers. Here, the negotiating parties may be wage earners, the self-
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employed, or female homeworkers, on one side, and employers, land-
owners, suppliers, traders, and various government institutions, on the
other. The representation of groups among the poor may be based on ethnic
or community identity, a common pattern of discrimination with respect to
rights or income sources, or other factors. The subject of negotiation can
also extend far beyond wages and other employment conditions, to the
provision of government services, training and credit, social protection, or
employment opportunities.

In principle, trade unions are one type of organization that can be
powerful allies of the poor, although the existing associations and trade
unions do not always directly represent the interests of all the groups
concerned. Indeed, a widespread complaint is that national trade union
bodies represent mainly those in relatively better paid and more stable
jobs. While in some countries this complaint is legitimate, unions have
helped organize unskilled wage workers—often members of poor house-
holds. Unions are best at organizing large enterprises and plantations,
where many people are working in a limited space and where working
conditions are similar. The role of trade unions in organizing labor is much -
more complicated in the rural, small-scale, and informal sectors where
wage workers are widely scattered among many different enterprises, and
where many workers are self-employed. The diversity of workers in the
rural and informal sectors calls for a variety of organizations. For instance,
among the self-employed, organizations aimed at community solidarity
and mutual help may be most effective.

With the advent of greater democracy in many developing countries,
various groups have greater opportunities to organize themselves openly.
National or international NGOs can play a powerful role as representatives
of these emerging groups, and so can political parties, even though they
may wish to exert influence rather than to be influenced. The new wave of
democratization can help the poor negotiate with political parties. In a
democratic state, active bargaining takes place between voters, parties,
candidates for office, and elected representatives. In a democratic society,
politicians must be responsive to the voters. Poor people can wield greater
influence if they organize themselves.

Poverty, of course, persists in democratic states, and something more
than local organizing is needed to tip the balance of power in favor of the
poor. Mobilizing support at the national and international level is a vital part
of a comprehensive antipoverty strategy. Antipoverty policies are not al-
ways in the direct, short-term interests of all groups in society. Any govern-
ment in a democratic society will therefore have to enlist support from a
variety of socioeconomic groups and be prepared to stand up to conflicting
interests, in order to implement an effective antipoverty strategy.
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Conclusions: Toward a New Strategy
of Poverty Reduction

Previous approaches have not met with great success, and therefore there
is a need for a fresh approach to poverty reduction that takes into account
current features of the international and regional economies. What is
needed is a new growth regime in which social objectives are treated as an
inherent part of economic policy—both as targets of such policy and as
contributors to long-term growth. It is argued that employment-intensive
growth is the most effective way to combat poverty.

For developing countries, there is no alternative but to accumulate
sufficient investments to generate a high rate of employment-intensive
growth. Employment creation is a unique instrument for achieving such an
objective since it is a vital input in the creation of wealth, and, at the same
time, the most efficient mechanism for income distribution. Creating the
conditions for a growth regime that maximizes employment and restrains
unemployment and deprivation will require a coherent strategy for poverty
reduction. The broad elements of such a strategy are outlined below.

The proposed antipoverty strategy starts from the premise that the
macroeconomic framework is explicitly consistent with the objective of
poverty reduction. Three microlevel conditions are required:

1. A regeneration of demand on a worldwide scale. The experience of
the “lost decade” of the 1980s shows that a major constraint on
growth was the decline of world demand. Declining demand has
affected both developing and developed countries. There is thus a
need to provide incentives for productive (as opposed to specula-
tive) investment on a worldwide scale. The new world economic
order with its trilateral structure (the Americas, Europe, and the
Pacific Basin) is now in a position to engage in such a process.

2. Redefinition of the roles of the main actors in the development
process: the state, the market, and civil society. A situation is
envisaged where government plays the role of “‘development state,”
responsible for creating the conditions for freely operating markets
that are at the same time socially responsive.

3. Balanced macroeconomic policies. Experience of the 1980s has
shown that “‘getting prices right”’ alone neither generates growth in
output nor creates employment. What is required is a broad-based
macroeconomic policy (informed by the experience of the NICs),
which contains incentives for sectoral growth with the explicit
objective of maximizing labor absorption.
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The brunt of the attack on poverty should come through increasing
investments that maximize employment creation. ILO’s standards can play
an important role in ensuring the high quality of employment.

Designing strategies to promote employment-intensive growth in-
volves several tasks:

e restructuring of developing countries’ economies in such a way as
to have built-in mechanisms for sustained redistribution, and

o achieving the right mix between the formal and informal economies,
designing policies that address the specific problems of each.

Historical experience in industrialized countries and NICs has shown
that poverty is not a necessary condition for prosperity. The so-called
“golden age” of growth in the postwar period shows that growth was
compatible with continuous escape from poverty, mainly through employ-
ment creation.

A poverty reduction strategy needs to be incorporated into the growth
process. Such a strategy would be made up of four parts:

o establishing a policy framework that maximizes the incomes of the
working poor through policies to promote self-employment, to up-
grade the informal sector, and to improve labor market contracts
(minimum wage, minimum age, equal opportunity, and so forth);

e investing in the next generation by increasing investment alloca-
tions for education and health (the provision of these services is an
essential part of public action that should not necessarily be sub-
jected to the law of the market);

e introducing direct transfers as social protection measures for those
segments of the population that cannot be reached through conven-
tional policy instruments; and

e encouraging resource transfers from rich to poor countries through
reformed trade and aid regimes.

Monitoring poverty should be a complementary component of this
strategy. International pressure should be mounted until poverty reduction
joins growth of GDP as a yardstick of progress.
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BANGLADESH’S FOOD-FOR-WORK
PROGRAM AND ALTERNATIVES TO
IMPROVE FOOD SECURITY

Akhter U. Ahmed, Sajjad Zohir, Shubh K. Kumar,
and Omar Haider Chowdhury

Pervasive poverty and undernutrition are fundamental problems in Bang-
ladesh. About one-half of the country’s 112 million people cannot afford
an adequate diet. There is a close relationship among poverty, landless-
ness, and unemployment. The rural landless, constituting about 50 percent
of rural households, depend mainly on agriculture for employment. Since
demand for labor in agricultural production is seasonal, during the slack
season, the landless remain virtually unemployed. Even for most farmers,
it is difficult to eke out a respectable living from the limited land that the
average Bangladeshi farmer owns. Landless and marginal farmers must
often resort to self-employment. But self-employment is often not profit-
able enough to allow them to step out of poverty.

It is therefore logical to expect that the public development strategy in
Bangladesh would include programs designed to generate employment,
particularly in rural areas, to reduce poverty. In fact, over the years,
Bangladesh has accumulated extraordinarily rich, diverse experience in
poverty-reduction efforts, many of which involve employment generation
schemes.

The food-for-work (FFW) program and the rural maintenance program
(RMP) are two nationwide programs that play an important role in the
reduction of rural poverty, primarily through creation of employment
opportunities. The FFW program has been operating in Bangladesh since
1975. It aims to create food-wage employment during the slack season,
mostly in construction and maintenance of rural roads, river embankments,
and irrigation channels. A major objective of the program is to provide
income to the rural poor during the slack period when the unemployment
rate in rural areas increases. Wage payments are made in kind (that is, in
wheat) rather than in cash. Such a practice is thought to stabilize foodgrain
prices in the market and to improve food consumption and nutrition of the
participating households.

46
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This chapter reviews the achievements of the FFW program in fulfill-
ing this objective. After an assessment of the operational performance,
employment and wage implications, and developmental impact of the
program, the chapter suggests alternative policies for the future direction
of the program.

Poverty and Unemployment

Magnitude of Poverty and
Food Insecurity

In Bangladesh, a rural household’s access to adequate food largely de-
pends on its access to land and other sources of income, while individual
food security is determined by intrahousehold distribution. Since the avail-
ability of food at the household level is the primary determinant of the
incidence of poverty in a country, household-targeted interventions such as
food-for-work are expected to have a positive effect on food security and
poverty reduction.

The Household Expenditure Survey, carried out periodically by the
Bangladesh Bureau of Statistics, is the main source of information for
studies on poverty and inequality in Bangladesh. However, the estimates
of the incidence of poverty from the same database vary substantially in
different studies. The variations in the estimates are mainly attributable to
differences in underlying assumptions regarding the minimum calories
required for meeting biological needs, which items should be included in
the minimum diet, and which prices should be used to figure the cost of the
minimum diet. Recently, Hossain and Sen (1992) used an alternative
methodology to estimate the incidence of poverty for rural areas for the
period 1973/74-1988/89.! The findings of this study, as reported in
Table 3.1, indicate that absolute poverty declined substantially from the
mid-1970s to the mid-1980s. The marginal increase in poverty levels
during 1988/89 is probably due to the devastating floods in 1977 and 1988.
One would expect that the situation has improved recently due to improved
performance of the agriculture sector since 1990.

1A poverty line was computed by costing the normative minimum consumption bundle for the
Bangladesh population, which gives a per capita daily intake of 2,122 calories, and adding to
it a 30 percent allowance for nonfood basic needs. The study derived prices from the
Household Expenditure Survey data by using quantity and value of different food items.
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Table 3.1—Trends in rural poverty, 1973/74-1988/89

According to Per Capita According to Per Capita

Period Expenditure Income Expenditure Income
(percent of rural population classified as absolutely poor)
1973/74 713 na. 60.3 na
1976/77 na. na. 789 73.1
1977/78 n.a. na. 774 - 12.8
1978/79 n.a. na. 65.8 60.7
1981/82 65.3 60.0 553 513
1983/84 50.0 428 46.3 39.8
1985/86 413 389 373 359
1988/89 43.8 38.7 434 40.0

Source: Hossain and Sen 1992.
Note: n.a. is not available.

Rationale for Public Intervention
to Generate Employment

Overwhelming hunger and malnutrition continue to persist in Bangladesh.
For the vast majority of rural poor, the only asset owned is labor power.
Therefore, wage rates and employment opportunities determine, to a large
degree, the welfare of the poor. One major factor leading to widespread
poverty in rural Bangladesh is large-scale unemployment and under-
employment. Poverty reduction depends on increasing the economy’s
capacity for absorbing the existing labor force and on the prospect for
increasing the productivity of wage and self-employed labor.

According to national planning documents, targets for generating
employment were not met in any of the past three five-year plans. In fact,
the number of jobs created was lower than the number of new entrants to
the work force, meaning that the number of unemployed increased over
time. Using the highly disaggregated input-output table of the Planning
Commission to account for effective labor use, Hossain and Akash (1993)
estimate the level of underemployment at about one-third of the labor
fosce. The increase in unemployment and the high level of underemploy-
ment have had a dampening effect on the average wage rate.

It is generally argued that economic growth is the ultimate solution for
the poverty problem, but it should be recognized that the nature of growth
is more important than growth rates in determining the impact of growth
on poverty reduction. Economic advancement that would ensure full
employment and better wages is not foreseeable in the short or medium
terms. Recent estimates (Hossain and Rashid 1991) based on the potential
for employment generation through the normal market mechanism suggest
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that about 29 percent of the labor force was involved in activities of very
low productivity in 1989/90. This low-productivity, residual employment
is poverty-driven. Hossain and Rashid (1991) project that poverty-driven,
low-productivity employment will increase by 25 percent in the 1990s.
They further estimate that, even if the government succeeds in accelerating
economic growth to 5 percent per year, as much as 15 percent of the labor
force will remain in low-productivity employment in 2000. Thus, the
likelihood that market mechanisms will successfully tackle the problem of
unemployment and poverty in Bangladesh in the medium term is slight.

This situation rationalizes public investment in employment-generating
programs that normally will not attract private resources. Public works
programs generate employment and, typically, create public goods such as
physical and social infrastructure through labor-intensive techniques (von
Braun, Teklu, and Webb 1991). The FFW program is one such public
intervention that attempts to promote rural development by converting
surplus labor into capital. The program has the potential to improve imme-
diately and directly the food security of the rural poor who participate, as
well as the potential to improve food security in society over the long term
by facilitating national-level economic advancement.

Food-for-Work Program
in Bangladesh

The FFW program was launched by the Government of Bangladesh in
1975 in response to the 1974 famine. The initial purpose of the program
was to provide relief for the poor facing severe food insecurity, using food
resources donated to the country. Over the years, the program’s focus has
been shifted from relief to development. Currently, the main objectives of
the program are

e to improve the performance of the agriculture sector through the
construction and maintenance of infrastructure for production and
marketing;

o to reduce physical damage and loss of human life due to floods and
other natural disasters through appropriate protective structures; and

o to generate productive seasonal employment for the rural poor.

The FFW program is one of the 11 foodgrain distribution channels of
the Public Food Distribution System (PFDS). One of the major objectives
of operating the PFDS is to achieve food security by ensuring adequate
availability of foodgrains. The PFDS channels fall into two broad
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Table 3.2—Distribution of foodgrains by channels and their
relative shares in the Public Food Distribution

System, 1991/92
Total Offtake Share of PFDS
Channels Rice Wheat  Total Rice Wheat  Total
(1,000 metric tons) (percent)

Flour mills 0 340 340 0.0 14.5 14.5
Open market sales 273 2 275 11.6 0.1 11.7
Rural rationing® 215 2 217 9.2 0.1 93
Other priorities 60 152 212 2.6 6.5 9.0
Statutory rationing 0 169 169 0.0 72 72
Essential priorities 91 60 151 39 2.6 6.4
Large employers 30 27 57 13 12 24
Total monetized 669 752 1,421 28.5 321 60.6
Food-for-work 29 512 541 1.2 21.8 23.1
Vulnerable group

development 26 204 230 1.1 8.7 9.8
Test relief 4 94 98 0.2 4.0 42
Gratuitous relief 32 24 56 14 1.0 24
Total nonmonetized 91 834 925 39 35.6 394

Total 760 1,586 2,346 324 67.6 100.0

Source: WFP 1993.
3The offtake from the Rural Rationing Program was suspended in December 1991. The
program was officially abolished in May 1992.

groups—monetized and nonmonetized. Each channel implicitly represents
some target groups. The FFW program belongs to the nonmonetized chan-
nel of the PFDS. Table 3.2 shows the distribution of foodgrains by chan-
nels and their shares in the overall PFDS in 1991/92. The FFW program is
the largest among all PFDS channels, accounting for about 23 percent of
total PFDS foodgrain utilization in 1991/92.

Figure 3.1 illustrates the increasing trend in annual amounts of
foodgrain utilization under the FFW program since its inception in 1975
(that is, fiscal year 1975/76). As estimated by Hossain and Akash (1993),
the allocation of resources to the FFW program in the 1970s varied be-
tween 4 and 5 percent of total national development expenditures. The
peak allocation was in 1988/89, which amounted to 11 percent of total
development expenditures. The sharp increase in allocation in that year
was in response to the devastating floods in 1988. Resource allocation was
reduced to about 6 percent of total development expenditures during
1989-91, which were normal production years. Normally, wheat (mostly
imported) is used to pay workers. However, in the 1992/93 season, FFW
distributed mostly rice in order to dispose of surplus government stocks.
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Figure 3.1—Trend in foodgrain offtakes under the food-for-
work program
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Figure 3.2 shows the seasonal pattern of utilization of foodgrains in
FFW during the initial three years of the program and the most recent three
years. Besides the large increase in foodgrain utilization during recent
years (especially between the months of January to May), the monthly
utilization patterns in both periods are quite similar. Currently, about 85
percent of FFW foodgrains are used between January and May.

Table 3.3 presents an overview of the FFW program. A brief descrip-
tion of the implementation of the FFW program and the institutions
involved, drawn mostly from Hossain and Akash (1993), follows.

The FFW projects are administered by the World Food Programme
(WFP) and CARE. The WFP acts as both a conduit and an administrator
for multilateral and bilateral food aid for the program. Major donors
include Australia, Canada, the European Union, and the United Kingdom.
CARE operates on behalf of the U.S. Agency for International Develop-
ment (USAID) and administers projects using wheat supplied by the
United States.

Projects administered by WFP are implemented mainly by three agen-
cies: The Water Development Board, the Ministry of Relief and Rehabili-
tation, and the Local Government and Engineering Bureau. Water Devel-
opment Board projects are often large projects that create coastal and
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Figure 3.2—Seasonal pattern of foodgrain offtakes under the

food-for-work program
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flood-protection embankments along major rivers or reexcavate canals
under large-scale irrigation projects, for example. The Ministry of Relief
and Rehabilitation projects often involve the construction and repair of
interior earth roads, and the digging and reexcavation of small irrigation
channels. FFW schemes executed by the Local Government and Engineer-
ing Bureau include the construction and completion of roads connected to
growth centers.

In addition to these major WFP projects, the Ministry of Fisheries and
Livestock directs excavation and reexcavation of fish ponds, and the Minis-
try of Forests is responsible for forestry development and tree-planting
schemes. Several nongovernmental organizations (NGOs) carry out even
smaller schemes, including the rehabilitation of fish tanks, ground elevation
for flood shelters, tree plantations, and pilot schemes.

CARE-administered projects are implemented by local government.
Dirt roads dominate projects implemented by CARE.

The target group for FFW includes anyone who is poor, willing, and
available to do mainly earthwork for food wages. Thus, participation in the
program is self-selecting. Workers are mobilized by gang leaders (sardars)
and supervisors.

The basic wage rate stipulated for Water Development Board projects
is 40 kilograms of wheat per 1,000 cubic feet of earthwork, plus a variable
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Table 3.3—Overview of the food-for-work program, Bangladesh

Program Features Food-for-Work
Source of funds
Donors USAID WFP/donors
Local contribution GOB None
Commodities distributed Wheat Wheat
Program size (1991/92)
Tons of grains (1,000 metric tons)
Nonmonetized 120 400
Monetized 72 45
Value of grain (US$ million) $33 $78
Number of beneficiaries (1,000) 600 3,400
Target group Unskilled laborers Unskilled laborers
Regional focus National, 44 districts ~ National, 60 or more
districts
Seasons January-May Predominantly
December-April
Activities undertaken Roads (80 percent) Embankments and
Canals (15 percent) canals (40 percent)
Tanks, bridges, and Roads (30 percent)
culverts (5 percent) Forestry (8 percent)
Fisheries (7 percent)
Other (15 percent)
Implementors
Who handles the grains?
Port to LSD DG Food DG Food
LSD to work site PIC PIC
Who identifies beneficiaries? Self-selecting Self-selecting
Who pays beneficiaries? PIC sardar PIC sardar
What commodity? Wheat Wheat
Who proposes schemes? Thana (district) WDB, LGEB, MF, MFL
Who reviews proposals? CARE (100 percent)  Ministries/WFP
(17 percent)
Who implements construction? PIC: roads, contractors, WDB, LGEB, MFL
bridges
Who monitors construction? Thanas WDB, LGEB, MFL,
and WFP/donors
‘Who monitors impact on CARE WFP/GOB (selective)
beneficiaries?
Link institution
Local level Thanas PIC
Central ministry Local government MRR, MF, MFL

Source: WGTFI 1993.
Abbreviations: CARE

Cooperative for American Relief Everywhere

DG Food = Directorate General of Food (Ministry of Food)
GOB = Government of Bangladesh

LGEB = Local Government Engineering Bureau

LSD = Local Supply Depot

MF = Ministry of Forestry

MFL = Ministry of Fisheries and Livestock

MRR = Ministry of Relief and Rehabilitation

PIC = Project Implementation Committee

USAID = United States Agency for International Development
WDB = Water Development Board

WFP = World Food Programme
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allowance that takes into account such factors as the distance over which
the earth has to be transported and raised. In Ministry of Relief and
Rehabilitation projects, payments for allied factors are consolidated with
the wage for the basic earthwork. The wage rate varies according to the
type of project and the sex of the worker. For road and embankment
projects, the wage rate is 47 kilograms of wheat for 1,000 cubic feet of
earth for men, and 65 kilograms for women. For canal excavation projects,
an additional wage of 4.65 kilograms per 1,000 cubic feet is paid. Sardars
are paid 2.33 kilograms and supervisors are paid 0.47 kilograms per 1,000
cubic feet of earthwork done under their supervision, provided that each is
supervising the specified number of workers or gangs. The average wage
rate for the major FFW programs is estimated at about 4.6 kilograms of
wheat per day.

Under the postmonsoon rehabilitation component of the FFW program,
designed for women’s participation, about 1.73 million workdays are
generated for rural women from October to December. The postmonsoon
rehabilitation primarily covers social forestry and fisheries development
schemes. In some regions, women work together with male laborers in
dry-season FFW activities as well. Moreover, FFW project implementa-
tion committees are encouraged to include women among their members,
and these committees for postmonsoon rehabilitation, in principle, include
at least one woman member.

Operational Performance of the
Food-for-Work Program

Institutional Aspects

FFW is a large, umbrella-type program, under which several ministries,
donor agencies, and NGOs operate various kinds of schemes, with wide
variations in the size of these operations. One would, therefore, expect that
the performance of individual schemes would also vary significantly. This
section discusses the overall institutional performance of the FFW pro-
gram in Bangladesh.

Over the past 18 years, seasonal employment has been created for large
numbers of people under the FFW program. In recent years, the program has
generated over 100 million workdays of employment in earthworks each
year, directly benefiting about 4 million people. Indirect beneficiaries of the
rural infrastructure works are the people living in areas in which the FFW
schemes are undertaken. Their benefits include improved production in the
agriculture sector, which benefits producers and consumers as well; en-
hanced marketing opportunities, as a result of road construction and reha-
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bilitation; improved communications between communities; and reduced
physical damage and numbers of human deaths as a result of structures that
hold back floods. These achievements are significant. Over the long term,
these accomplishments represent development gains and have the potential
to facilitate a faster rate of economic growth, which should contribute to
food security at both the household and national levels.

There are, however, several technical, organizational, programming,
and institutional problems that limit the potential benefits of FFW pro-
grams. A report of the Task Force on Strengthening the Institutions for
Food Assisted Development notes that FFW and other food-assisted pro-
grams have inadequate access to specialized planning, design, and super-
vision services, a fact that limits their technical strength. In addition,
implementing organizations are inadequately staffed at both the central
and local level. This technical weakness stems from the fact that food-
assisted development programs are being isolated institutionally from the
mainstream development effort. For example, the Bangladesh government
made a fundamental decision to keep food aid flows separate from the
national planning process. The capacity within the government to ensure
compliance with program standards is weak. The ability to monitor pro-
gram implementation and to ensure that any user of food resources can be
held accountable for their proper use is also lacking (SIFAD 1989).

The management of the FFW program was critically evaluated on the
basis of an in-depth survey of 32 sample projects undertaken during 1982
(Asaduzzaman and Huddleston 1983). Some observations from this study,
most of which are still relevant today, follow.? Influential local people
participated in the planning process in nearly one-half of the smaller
projects implemented by the Ministry of Relief and Rehabilitation. In
contrast, such local-level participation was reported in only about one-
fourth of the large projects implemented under the Water Development
Board, where technical considerations dictate minimum consultations with
local people.

Delays in the project-approval process were a major problem. Projects
that began late often faced difficulties in completing work before the onset
of the monsoon season. Any work uncompleted is washed away by rains
and floods during the season and has no longer-term benefit. There were
two major factors that caused delays after the issuance of the government
implementation order: formation of project implementation committees,
and acquisition of land for lifting and depositing earth at the project site.

2This is adapted from a recent review report by Hossain and Akash (1993), which summarizes
the findings of Asaduzzaman and Huddleston (1983).
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Political motives for satisfying local clients were mentioned as the major
factor behind the delays in forming project implementation committees.
Many projects involved reconstruction or rehabilitation of an existing
structure and compensation was not authorized for land from which earth
was collected. Local officials claimed that such land was given voluntarily,
while local farmers complained the project damaged standing crops and
soil quality, and therefore compensation was needed. Negotiations with the
affected people for settling the issues delayed land acquisition.

Asaduzzaman and Huddleston (1983) also noted that local government
officials could not afford the time to monitor and supervise projects
because they were too preoccupied with other administrative functions.
Even the project implementation officers, whose main responsibility is the
supervision of public works programs, were not able to visit all the projects
under their jurisdiction once a month. Consequently, it was not possible to
measure the quantity and quality of work done under the program, and
there was considerable potential for malpractice and substandard work.

An institutional assessment of FFW road schemes administered by
CARE was done by Management Systems International (MSI 1987). In
general, the findings of this study conform to those of Asaduzzaman and
Huddleston (1983). An additional observation of the Management Systems
International study was that the presence of a strong union council in the
thana and a motivated union council chairman was a key predictor of good
FFW performance.

Targeting, Leakage, and Cost-Effectiveness

Well-targeted intervention improves the real income and food security of
a target group without providing those benefits to members of the popula-
tion who do not need them. Hence, successful targeting requires that
leakage to nontarget groups be minimized. Leakage, when it occurs,
increases costs and reduces the cost-effectiveness of targeted programs.

Targeting. The severity and magnitude of the poverty problem in Bangla-
desh dictate that public interventions target those whose needs are the
greatest and provide a minimum income level. The FFW program in
Bangladesh combines three types of targeting:

1. The program is self-targeting. Because of the nature of the work,
only the poorest households tend to participate in the program.
Various studies that have evaluated FFW projects suggest that the
work requirement effectively discourages participation by the non-
poor (Chowdhury 1983; Mitra and Associates 1991).
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2. The program distributes a self-targeted commodity. FFW pays out
wages in wheat. A recent study demonstrates that in Bangladesh,
wheat is a better food for self-targeting than rice for improving
food consumption and nutrition in poor households (Ahmed
1993a). Consumption studies in Bangladesh have shown wheat to
have a negative income elasticity of demand in rural areas (Ta-
ble 3.4). This indicates that wheat is an inferior good in rural areas
and, hence, only the poorest would work for wheat.

3. The program is partly seasonally targeted. Over 85 percent of the
FFW resources are used during January-May, which was the tradi-
tional slack season for agricultural activities during the early plan-
ning stages of the program. However, with the rapid expansion of
cultivation of irrigated boro rice and wheat crops, employment
opportunities in the agriculture sector in many areas have increased
to substantial levels during this season in recent years, as will be
discussed in detail.

Leakage. Leakage is defined here as the diversion of program resources
intended for the target group to a nontarget population. However, only
outright misappropriation of resources is considered here as leakage. Thus,
for example, the use of wheat to compensate some of those who lose land
in road construction work is not considered leakage, even if the compen-
sated persons belong to a nontarget group.

Table 3.4—A comparison of income (expenditure) elasticities of
wheat in rnral Bangladesh

Expenditure
Estimating Elasticity
Author(s) Model Description  of Wheat
Pitt (1983) Tobit demand system Low-income -0.10
High-income -0.24
Ahmed and Hossain (1990)  Working-Leser Engel Underdeveloped  —0.06
function, modified by villages
Hazell and Roell (1983)
Developed
villages -0.14
Goletti (1993) Tobit demand system Entire sample -0.44
Ahmed and Shams (1993) Almost Ideal Demand Entire sample -0.22

System (AIDS)

Sources: Studies mentioned in the first column of the table.



58

In spite of the self-targeting characteristics of the FFW program,
leakage of resources from the program is quite extensive and is a matter
of concern. One major point of leakage in the FFW program is the
overreporting of work done. FFW engages mostly in the reconstruction or
rehabilitation of existing structures. Hence, underestimation of the condi-
tion of structures before work has begun and overestimation of the work
performed can lead to a large amount of leakage. Another point of leakage
is the practice of leaving the earth uncompacted, which makes it difficult
to measure the actual volume of earthwork and the amount of work
accomplished.

Leakage may also occur through underpayment to workers. According
to Hossain and Akash (1993), the rate of underpayment in the FFW
program ranged from 17 to 27 percent. Often, a portion of the allotted
wheat wage does not even arrive at the project site: on average, the amount
of wheat reported as not arriving was estimated at 18 to 35 percent
(Hossain and Akash 1993).

In a recent study, the Working Group on Targeted Food Interventions,
chaired by the International Food Policy Research Institute (IFPRI), esti-
mated leakage of resources from various channels of the PFDS in Bangla-
desh (WGTFI 1993). Based on secondary sources of information on the
two components of leakage—undercompletion of work and underpayment
of workers—the study estimates a leakage of resources of 30-35 percent.
Although this amount of leakage seems quite high, in comparison with
other PFDS channels FFW is a moderate performer. At one extreme, the
cash-based Rural Maintenance Program (RMP) operates at zero leakage (as
claimed by CARE, the administering agency of RMP), while at the other
extreme, the food rationing channels operate with enormous rates of leak-
age—70-95 percent. The Vulnerable Group Development (VGD) Program
operates at a low leakage rate of 14 percent.

Cost-Effectiveness of Income Transfer. Two basic elements in the cost-
effectiveness analysis of any program are its costs and benefits. The
WGTFI 1993 study provides estimates of short-term cost-effectiveness of
income transfers from various targeted intervention programs in Bangla-
desh. The cost calculations in that study include the cost of identifying
beneficiaries, the cost of the income transfer itself, and the administrative
cost of delivering cash or commodities to the beneficiaries. Training costs,
if any, and other ‘‘development’ expenditures are omitted from these
“‘cost-of-relief”’ calculations. Thus, the cost of culverts and other construc-
tion materials, for example, are excluded from the FFW cost calculations.
The benefits include only the direct income received from programs by the
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beneficiaries. For FFW, the benefits are wage incomes received by the
program participants. Any leakage of resources to noneligible persons is
deducted from the calculation of income benefit.}

The WGFTI (1993) study estimates suggest that the FFW program
delivers one taka (Tk) of income to a participating household at a cost of
Tk 1.8-Tk 2.4. Compared with FFW, the cash-based RMP is more cost-
effective. RMP delivers one taka of income to a targeted household at a
cost of only Tk 1.2. RMP delivers income relief at the lowest cost of any
of the targeted intervention programs because it operates at zero leakage,
and it avoids the cost of commodity handling by transferring cash income
to beneficiaries through a bank transfer. Thus, as RMP has shown, “‘cash
for work™ can provide a lower-cost safety net than “‘food-for-work™
schemes. In contrast, subsidized food-ration channels offer the least effec-
tive vehicles for delivering income to vulnerable households. Under the
Rural Rationing Program, the government had to spend Tk 6.55 to transfer
Tk 1.00 to an eligible household (Ahmed 1992). High system leakage (70
percent), combined with the costs of foodgrain handling, led to this high
cost. The high fiscal cost of the ration subsidy ($60 million in 1990/91) and
heavy leakage to the nonpoor brought about the abolition of the Rural
Rationing Program in 1992.

Implications of Food-for-Work
for Employment and Wages

The FFW program involves a number of employment-generating activi-
ties, primarily earthwork construction of rural roads and embankments.
One main objective of the FFW program is to generate employment for
landless and marginal farmers during the slack season when demand for
labor in crop production is low. This section critically assesses this pro-
gram rationale of the FFW and makes some observations about the impli-
cations of the program for the rural labor market.

3Because these benefits calculations ignore the second-round, income-generating effects of
asset creation, the policymakers comparing programs will have to combine these short-term
relief-effectiveness calculations with a subjective assessment of the development impact of the
“for work™ programs. Certainly, *“‘for work™ programs offer substantially more benefits to society
than pure income transfers. Ahmed and Hossain (1990) documented the importance of the impact
of rural infrastructure on income, wage rates, and the modemization of agriculture in rural
Bangladesh. Of course, if cost-effectiveness calculations include the second-round benefits, then
these calculations should also include all direct and indirect costs associated with *‘development.”
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Review of Studies

A number of studies* provide estimates of the employment generated
under the rural works and FFW programs. There are, however, very few
attempts to assess the net employment creation of these programs. Com-
paring ‘‘project” and ‘‘control” villages, Osmani and Chowdhury (1983)
found that the number of days of employment did not increase significantly
as a result of FFW activities. They argued that “‘FFW employment largely
represents a shift from self-employment and to a smaller extent from other
forms of wage-employment as well.”” While there may not be a significant
net addition to the number of days of employment, some studies suggest a
significant net addition to wage income (Osmani and Chowdhury 1983;
Zohir 1990). Furthermore, the long-term effects of some of the develop-
ment activities under FFW have favorably affected employment. For ex-
ample, infrastructure development activities carried out under FFW have
had a positive effect on output prices, a negative effect on input prices, and
a positive effect on the adoption of improved technology. These positive
and negative effects have generated new employment. Ahmed and Hossain
(1990) found labor use per unit of cropped land to be 12 percent higher in
infrastructurally developed villages, compared with underdeveloped vil-
lages. Another study by Zohir (1990) indicates that female participation in
the workforce is significantly higher in rural roadside villages.

However, some recent studies (MSI 1987; Zohir 1990; Mitra and
Associates 1991) indicate that the implementation period of FFW projects
conflicts with crop production activities. The MSI study (1987) found that
shortfalls in the utilization of wheat in several areas were caused by labor
shortages in those areas. Mitra and Associates (1991) reported that over
80 percent of surveyed FFW laborers had alternative employment oppor-
tunities in agriculture. However, the majority of the respondents reported
that agricultural wages were lower than FFW wages.

Implications for Slack-Season Unemployment

More than 70 percent of rural employment in Bangladesh is provided by
the crop sector. Thus, labor demand is seasonal. It is believed that supply
is also influenced by seasonal demand.

In the past, rainfed rice (aman and aus) dominated crop production.
Peak periods for employment were (1) July—August, when aman is trans-
planted and pre-monsoon aus is harvested, and (2) November-December,

4Sce Hossain and Asaduzzaman (1983); World Bank (1990).
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when aman is harvested. Thus, historically, September—October and Janu-
ary-March were identified as slack seasons in Bangladesh. Famine was
more prevalent in the former season, since most of the crop production in
any given year occurred during November-December. With the increasing
prominence of dry-season irrigated boro rice cultivation, new peaks of
labor demand have emerged during December—February (transplanting)
and April-May (harvest).’ In the changed situation described in the fol-
lowing paragraph, the role of FFW in providing slack-season employment
has become limited.

Since it takes until October for floodwater to recede, earthworks in
most parts of Bangladesh can only be carried out during the November—
May period. Most FFW wheat is distributed as payment for earthwork.
When monthly utilization of FFW wheat, expressed in person-days of
employment, is contrasted with crop-sector labor demand (Figure 3.3), it

Figure 3.3—Crop-sector labor demand and employment under
the food-for-work program (monthly averages)
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Source: Hossain and Akash 1993 and calculated from WFP 1993.
Notes: Labor demand in the crop sector is for 1990. Estimates for FFW are based on averages
for 1989/90-1991/92, and the FFW wage is assumed to be 4.6 kilograms.

5In some northern districts, late boro is transplanted during February-March and is harvested
during May. Wheat is harvested during March-April.
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clearly shows that FFW fails to address the problem of slack-season
unemployment. Rather, with the advancement of dry-season crops, FFW
increasingly competes with agricultural activities. With the changing crop-
ping patterns, aman harvest extends to December in many parts of the
country. Given the extensive labor activities associated with irrigated boro,
wheat, and some other dry-season crops, the January-April period may no
longer be considered a slack season in many areas. Trends in the area
covered by dry-season crops (as percentages of the net cropped area)
suggest that the labor market has become tighter during this season in most
of the districts of Bangladesh.

Implication for Wages

Daily wage rates in the rural labor market are more stable than the scope of
employment.® Yet, seasonal wage fluctuations broadly follow the pattern
of variation in crop-sector labor demand. Average monthly wages in three
of the districts that are advanced’ in agricultural technology are expressed
as ratios of annual averages, and are depicted in Figure 3.4. The pattern in
the mid-1970s reflects a period in which there were few crop activities
during the dry season. The pattern of the mid-1980s reflects an increase in
dry-season activities. The comparison shows that relative wages paid
during the dry season (compared to other times of a year) have increased
substantially, while the relative wages paid during September—October
have fallen. This suggests that FFW, if it is intended to raise rural wages
during the dry season, has lost much of its effectiveness relative to the
mid-1970s.

Detailed data to estimate the effects of FFW on wages are not available.
It is, however, expected that any additional demand for labor will have a
positive influence on wages as long as the supply of labor is not simultane-
ously (positively) affected. Thus, FFW is likely to have a positive effect on
wages during the period of its implementation.®? However, the extent of
such an effect will depend crucially on whether the program is competing

$One explanation for this is that supply may be responsive to demand. A more general
explanation may be that supply decisions are influenced by expected annual income rather than
the daily wage rate.

TThese districts are advanced in terms of the adoption of irrigated, high-yielding varieties of
rice, and other remunerative crops that are mostly produced during the dry season.

81t is quite possible that increased employment opportunity during one season may affect wage
rates during some other season. If such effects are negative, a relative worsening of the wage
situation during September-October (due to FFW employment during the dry season) may not
be ruled out.
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Figure 3.4—Monthly wage variation in currently advanced
regions, 1975/76-1977/78 and 1985/86-1987/88
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Source: Bangladesh Bureau of Statistics.
Note:  Only Bogra, Chittagong, and Comilla districts are included.

(for labor) with activities where market wage rates prevail. If, instead, the
program draws from a pool of unemployed or poorly remunerated self-
employed labor, observed market wage rates may not be affected. Given
the increasing market wage rates during the implementation period (Fig-
ure 3.4), FFW is now more likely to influence market wages. Zohir (1990)
finds such conjecture to be true, and notes that increased wages have a
negative effect on crop-sector labor demand, especially for weeding activities.
However, no estimate of the magnitude of this substitution effect exists.

Implementing FFW during a period of peak crop-sector activities has
several other implications. Since such a practice generally involves draw-
ing labor from other employment, incremental gains in wage income due
to participation in FFW activities are likely to have diminished. On the
other hand, the same phenomenon may also induce increased participation
of female labor in FFW activities. Such an increase is all the more likely if
the stipulated female wage, which is 38 percent higher than that for males,
is offered in reality. Unfortunately, no empirical research has been done in
this area. If future research shows this conjecture to be true, positive social
benefits from female employment may counteract some of the negative
effects of the FFW program as it is currently implemented.



Developmental Effects of Food-for-Work
and Food Security Implications

Benefit from Completed Projects

FFW plays a dual role: it provides employment to food-insecure house-
holds and individuals, and it creates community assets for which private
resources are difficult to mobilize. Historically, FFW resources have been
invested in economic and social infrastructure. Such investments in ‘‘pub-
lic goods™ are essential for improving public welfare. Since these invest-
ments generate externalities and are provided in large units generally
ahead of private demand, they do not substitute for private initiatives.
More recently, FFW resources have also been invested in natural resource
conservation and management, which, like infrastructure development, has
“public goods™ characteristics.

In Bangladesh, a wide range of economic and social infrastructure
development activities has been undertaken by public works and FFW
programs. Detailed analyses carried out in Bangladesh have shown that
physical infrastructures that improve access to markets and other institu-
tions have favorable effects on (1) agricultural productivity, (2) employ-
ment and wage income growth in the rural nonfarm sector, (3) food secu-
rity for the lowest income groups, and (4) relative dietary adequacy of
young girls and women (Ahmed and Hossain 1990; BIDS/IFPRI 1985;
Kumar and Chowdhury 1985).

Several project-selection, project-implementation, and postproject
conditions are important for the realization of the development impact of
FFW. Experience in Bangladesh has shown that these include the mainte-
nance of created assets and the management of the distribution of eco-
nomic or social input or service. As with the “public goods’” problem of
private initiatives in the development of infrastructure, its maintenance and
the management of its use require some form of public or community
action. When this is not effective, there may be rapid deterioration of the
asset, which in some cases leads to a worsening in economic indicators (for
example, when a flood embankment is breached due to poor maintenance).

Effects on Agricultural Production
and Income

Accelerated growth in agricultural production occurs with the increased use
of improved technological inputs, accompanied by the commercialization of
production. Use of these inputs has been facilitated by irrigation, flood
protection, drainage, and other measures provided by FFW programs over
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the last two decades in Bangladesh. Moreover, the adoption of improved
technologies is made more profitable by the reduction in transaction costs for
inputs and outputs made possible by good physical infrastructure. Results
from the BIDS/IFPRI (1985) study on the development impacts of public
works showed that for a combination of irrigation/drainage/flood-protection
types of ‘‘directly productive’ investments, there was an increase in the gross
value of crop production by 27 percent. Most of this increase came from
greater land area committed to high-yielding varieties, increases in fertilizer
use and labor per hectare, and an increase in cereal yields per hectare. The
production increase was associated with a reduction of risk in agriculture,
which led to greater use of improved agricultural inputs.

Results are substantially different when the economic infrastructure is
made available with or without the availability of physical infrastructure of
“overhead capital’’ such as access to roads, transport, markets, and com-
munications.’ Income from crop production increased 26 percent with the
provision of economic infrastructure alone, and 41 percent when better
physical infrastructure was also available (BIDS/IFPRI 1985; Hossain and
Akash 1993). While the incremental effect of physical infrastructure is
significant for crop output and agricultural income, its main effect is on
nonagricultural income. Nonagricultural income increased by only 21 per-
cent with improvements in irrigation-related (economic) infrastructure, but
with the addition of physical infrastructure, nonagricultural income nearly
tripled. Thus, both the returns to land and farm-nonfarm growth linkages
are substantially increased when investments are made in both physical
and economic infrastructure. The incremental income that results from this
increased nonfarm employment is much more equitably distributed to
low-income households than are the increments in farm income.

Physical infrastructure development is associated with changes in par-
ticipation in output, land, and credit markets that contribute to the observed
crop production and overall income response (Ahmed and Hossain 1990).
First, there is an increase in output marketing and greater purchases of
foods and other goods on the market. Since most of the incremental
production is in rice, a basic food staple, this contributes to a reduction in
the real price of rice and stimulates employment growth through the wage

9The term infrastructure includes a wide array of components, but a useful distinction has been
made between those that contribute to “‘directly productive” activities, or economic
infrastructure, and ‘‘overhead capital,” or physical infrastructure. Examples of economic
infrastructure include irrigation and drainage, while physical infrastructure includes transport,
communications, and social services.
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goods effect and through expenditures in consumer goods and services.
Second, land markets are found to be more competitive, with land sales by
small, nonviable farmers increasing as more profitable nonfarm opportuni-
ties become available. Third, there is improved access to institutional
credit, and an increased credit demand for nonfarm investment.

Food Security and Nutritional Effects

The effect on development of FFW projects can be translated into improved
food security and nutrition primarily through increases in real income and the
participation of low-income households in these improvements. As shown
earlier, these improvements are more likely with better physical infrastruc-
ture alone or in combination with investment in economic infrastructure. The
latter, by itself, especially if aimed at increasing the returns to land, can be
expected to contribute only limited income improvements for lower-income
landless households in a land-constrained rural economy like Bangladesh. It
is conceivable, however, that alternative types of public works that improve
livestock, fisheries, or horticulture production for the landless and for small
farmers would have very different results.

Improvements derived from greater agricultural productivity and em-
ployment can lead to better supply-and-demand conditions for food. An
increase in the size of the rural nonagriculture sector provides more stable
income sources and has a positive effect on wage rates. Improved market
integration provides incentives for agricultural commercialization, better
prices for food and nonfood items, dietary diversity due to more food
purchases, and enhanced income opportunities for landless households.
Finally, greater access and use of services, such as education and health
services, can directly contribute to better nutrition.

There are also some possible detrimental effects from economic infra-
structure, such as canal irrigation. Canals, for example, can contribute to
the increased prevalence of waterborne diseases, especially when house-
hold water supply, sanitation, and housing conditions are poor. Also, if
investments in economic infrastructure contribute to increased demand
for labor, inmigration from areas with higher levels of poverty often
occurs. This can often raise the measured levels of food insecurity and
malnutrition even though the welfare of migrating households is likely
to improve.

In the BIDS/IFPRI study, the baseline nutrition conditions were worse
in FFW project areas than in areas without, suggesting that either these
projects tend to reach worse-off areas, or they result in inmigration from
poorer areas (Kumar and Chowdhury 1985). Water supply and sanitation
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conditions were poorer in areas where investments in irrigation infrastruc-
ture were made, indicating high population density and low income levels.
Despite these inherent drawbacks, project sites had better short-term nutri-
tional status, which suggests a more secure income stream and better ability
to tolerate seasonality in income, food consumption, and health stresses.
The nutritional improvements were significant for children past the weaning
stage who could benefit from improvements in houschold food availability.
However, there was no perceptible improvement for children who were not
yet fully weaned. For this group, diarrheal disease, rather than household
food availability, is a more important determining factor of nutritional
status, and this disease was more widespread in project areas.

Consumption of calories and protein was raised for all age groups in
project areas. However, if improvement in food security for those who are
insecure is the objective, then the benefits are parallel to the income
benefits obtained by the landless and other low-income households. Given
their relatively high incidence of food insecurity, these households have a
high marginal propensity to allocate income increments for food consump-
tion. Reducing food insecurity, as defined by a household’s ability to meet
more than 80 percent of its food needs for the year, is therefore best
achieved through investments in physical infrastructure, which contributes
the most to income improvement for the landless and small farmers.
Multivariate analysis shows that areas with good infrastructure had the
largest improvement in calorie adequacy for the lowest income quartile.
With physical infrastructure development, calories per capita improved by
about 9 percent and adequacy by about 8 percent for the lowest income
quartile. In contrast, agricultural productivity alone was greatest for the
highest income quartile. Even though the result of infrastructure develop-
ment was favorable to the adoption of agricultural technologies, the design
of the study made it possible to test for the independent effects of both,
while holding the level of the other constant (Kumar, forthcoming). The
implication for the combined effects of both are clearly favorable for all
income groups.

Multivariate analysis of the effects of physical irfrastructure and tech-
nological change on intrahousehold calorie adequacy shows that physical
infrastructure improves the diets of women, indicating the effect of infra-
structure-led improvements in employment and educational opportunities
for women. A similar improvement does not occur with technological
change alone—with irrigation improvement, for example. Results suggest
that while income gains are important, it is also necessary to increase the
economic opportunities for women and access to the health services
afforded by rural infrastructure development in order for household dietary
improvements to benefit women and children.
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Conclusion: Future Perspectives

Future Needs for Intervention

Bangladesh is on the verge of attaining self-sufficiency in foodgrain pro-
duction. The recent trends in rice production indicate that the country may
emerge as a surplus rice producer in the near future. However, the poor,
who number in the millions, are unequipped to capture the gains from a
rice surplus or self-sufficiency. Due to their inadequate purchasing power,
they lack access to sufficient food and thus remain seriously underfed.
Given the current level of poverty, it will take a long time to reach the goal
of food security for all. A task force report, called *Strengthening the
Institutions for Food Assisted Development,” rightfully mentions that

even if Bangladesh were to become self-sufficient in foodgrains in the very
near future, this would not of itself solve the poverty problem. Nor would it
necessarily call into question the future need for a labor-intensive public
works program, a program of human resource development among the very
poor, nor even the need to support such programs with special food-targeting
measures. (SIFAD 1989)

Sustainability of Programs

FFW and other targeted food interventions in Bangladesh depend heavily
on food aid provided by donors. With the increasing likelihood that there
will be surplus rice production, one may consider the prospect of partly
implementing FFW with internal food resources. That is, the government
may distribute the benefit of increased rice production by supporting
targeted programs with procured rice. However, given the serious budget-
ary limitations of the government, the general feeling is that the targeted
interventions would have to draw on external assistance. If this premise is
true, then the future of these programs would depend on the willingness of
donors to sustain them. In this context, one would expect—since the
food-assisted interventions are, in fact, donor creations—that the donors
would feel somewhat obligated to continue to support them. The need for
such interventions certainly will persist for the foreseeable future.
Apparently, the recent success of Bangladesh’s Green Revolution,
which has resulted in increased production of rice, has made it more
difficult to continue to justify food aid. However, in spite of the likely
self-sufficiency in rice production, the government argues that the wheat
deficit still exists and, therefore, food aid continues to be justified. Further-
more, an IFPRI study by Ahmed (1993a) stresses that wheat, instead of
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rice, should be distributed for targeted food interventions to alleviate the
protein-energy malnutrition at minimum cost.

Policy Implications

The FFW program has been an important instrument of employment
generation in Bangladesh for most of the last two decades. The food aid
supporting the program has helped Bangladesh raise the level of food
security at the national level. The employment generation program itself
succeeded at least partially in reducing food insecurity at the individual
and household levels. More important, infrastructure development under
FFW has facilitated noticeable growth in Bangladesh agriculture in the
recent past. This has, in turn, reinforced gains in national food security.
However, the changed production structure within agriculture and the
limitations of FFW call for modifications of the program’s design and a
search for alternatives that more effectively address the continuing prob-
lem of food insecurity. The following suggestions are made in light of the
discussion in this chapter and the recommendations made by the Working
Group on Targeted Food Intervention (WGTFI 1993).!

The ability of FFW to generate slack-season employment is rather
limited if resources are invested primarily in earthwork activities. In many
regions of Bangladesh, the dry season is now a peak period in crop produc-
tion and thus provides considerable employment opportunities. However,
concentration of FFW resources in areas where irrigation-led technological
change has not yet occurred in the dry season may serve the dual purpose of
employment generation and diffusion of agricultural technology.

In all regions, the September—October period continues to be the worst
season in terms of food insecurity. Lack of employment opportunities
before the aman rice harvest in November makes this slack season espe-
cially acute for the rural landless, who depend on wage labor for their
income. Also, foodgrain prices are typically high in this season. Conse-
quently, real income and food consumption are at their lowest levels for the
rural poor during these months (Ahmed 1993b). However, the bulk of
FFW schemes involve earthmoving (road construction, canal digging, tank
excavation, and embankment construction) and cannot operate during this
wet, postmonsoon season of the year. However, there is some scope for
FFW to switch from construction to maintenance activities during this

19The Working Group, chaired by IFPRI, consisted of technicians with a wide range of policy
and operational experience. The WGTFI 1993 study reviews a complete spectrum of program
options.



70

season. These activities could include maintenance of plantations, trees
beside roads and canal embankments, roads constructed during the dry
season by FFW schemes, and primary schools.

New activities in rural areas such as social forestry, latrine construc-
tion, and the construction of primary schools may also be worth exploring.
Since construction and earthmoving activities are the most difficult to
monitor, maintenance activities—such as rural primary school mainte-
nance—present a lower risk of leakage.

The cash-based Rural Maintenance Program (RMP), a relatively small
project of CARE and the Ministry of Relief and Rehabilitation, employs
destitute women who are willing to work at low-paying manual labor.
RMP-like ‘‘cash-for-work"’ interventions may provide the most promising
alternative to FFW programs.

Cash-for-work can reduce program costs by 25 percent over food-
based public works schemes by avoiding commodity-handling costs. A
further switch from construction to more easily supervised maintenance
activities lowers the scope for leakage, which might raise benefits by 30 to
35 percent. RMP disburses cash to the women’s group bank accounts. In
this way, the program also introduces a savings element. Through their
accounts, the participants gain credit worthiness with local banks under
normal circumstances. This group otherwise would never have the stand-
ing to gain access to formal financial institutions.

An appropriately targeted urban FFW to address the problem of urban
food insecurity should be considered. Urban slums are currently untouched
by labor-intensive works schemes. Environmental cleanup activities in
urban areas involving slum dwellers could provide an opportunity to target
the urban poor.

In all of the modified and alternative programs, greater opportunities
for female participation should be created. Several studies document evi-
dence that in both Asia and Africa, income controlled by women is associ-
ated with higher household food expenditures and caloric intake than is
male-controlled income (Guyer 1980; Garcia 1990; Haddad and Hoddinott
1991; von Braun and Kennedy 1994). Thus, targeting transfer of income to
women will most likely improve household food security more effectively
than targeting it to men.

In order to realize greater benefits from FFW programs, it is also
necessary to ensure accountability and reduce leakage. Since there are
enormous difficulties in assessing the actual work performed in earthwork
schemes, participation of local bodies (or, representatives of beneficiaries)
at the stages of scheme selection and implementation should be strength-
ened. If the beneficiaries share costs, they are more likely to take an active
part, be more accountable, and help reduce leakage.



71

If the FFW program in Bangladesh is to be made more development-
oriented, some institutional rearrangements are in order. Given the relief
orientation of the program in the past, the responsibility of coordinating
the FFW program has fallen to the Ministry of Relief and Rehabilitation.
This role may now be reduced to overseeing activities in some pre-
determined regions where dry-season unemployment continues to be a
problem. By and large, however, FFW should be brought into the regular
development planning process, and its administration should be moved to
a suitable development ministry.
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“YIGONG-DAIZHEN” IN CHINA:

A NEW EXPERIENCE WITH
LABOR-INTENSIVE PUBLIC WORKS
IN POOR AREAS

Zhu Ling and Jiang Zhongyi

Poverty in China is concentrated mainly in certain regions and in rural areas.
Unlike Bangladesh and India (Chapters 3 and 5), poverty in China has little
to do with unequal land distribution, since rural land reform and the collectiviza-
tion of land leveled differences in land ownership more than 40 years ago.

The market-oriented economic reforms that began in the late 1970s
gave Chinese farmers decisionmaking powers in the management of farm-
ing activities; these reforms also enabled many to increase their incomes
quickly through better use of resources, price increases, economic restruc-
turing, and the development of nonfarm industries. However, about one-
tenth of the rural population has scarcely benefited from these institutional
changes; they remain food insecure (Chen Chunming 1992; Zhu Ling and
Jiang Zhongyi 1994). This portion of the population inhabits areas that are
poor in resources and infrastructure (Tong Zhong et al. 1994). Hence, there
is a widening gap between the socioeconomic development of these areas
and the national average.

To bridge this gap, the Chinese government has carried out large-scale
antipoverty measures since 1985 to speed up development in poor areas
and to ensure that the poor’s basic requirements for food and clothing are
met. The criteria set at that time for identifying poor households and poor
counties were an annual per capita foodgrain ration of less than 200
kilograms and an annual per capita net income of less than 200 yuans. Poor
counties designated by the central and provincial governments total 699.

The authors are indebted to Joachim von Braun for his valuable suggestions, comments, and
editorial assistance. Special thanks are expressed to Lynette Aspillera, Yisehac Yohannes, Jay
Willis, Zhang Ming, Li Yeugqin, Xie Changhao, Li Shi, and Kong Jingyuan for providing useful
assistance. The authors are also grateful for the kind cooperation of the institutions and
authorities interviewed at the central government level and in the Guizhou, Shandong,
Ningxia, and Sichuan provinces of China. Deep gratitude is extended to the village committees
and farmers’ households visited in the four provinces.
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“Yigong-daizhen,”” which means ““to offer job opportunities instead of
sheer relief,” is one of the Chinese government’s poverty-reduction pro-
grams. It consists mainly of government infrastructure construction invest-
ments in poor regions. It supplies the material basis for regional economic
growth and provides short-term job opportunities and incomes for the local
population. The projects carried out are similar to those known internation-
ally as “labor-intensive public works’’ (von Braun, Teklu, and Webb 1991).

This chapter considers the effects of Yigong-daizhen projects on the
employment, income, and nutritional status of households in poor areas.
The organizational pattern of the Yigong-daizhen projects is described
first. Then, data obtained from surveys of village communities and peasant
households are presented and analyzed to identify (1) the targeting mecha-
nisms of Yigong-daizhen projects and (2) the impact of the projects on the
income and consumption of poor rural households. Finally, problems in
the organization and operation of the program are assessed and measures
for improvement are explored.

The Size and Organization of the
Yigong-daizhen Program

Until the 1980s, the Chinese government’s regional policies emphasized
subsidies to and investments in less-developed regions, generally in the
western areas of the country, through the national redistribution system of the
centrally planned economy. Aid for the poor was distributed only as tempo-
rary relief. However, resources were not efficiently utilized and the goal of
the central government was not attained. In fact, the regional gap in socioeco-
nomic development between the east and west gradually widened and some
poor areas of the west became poorer (Zhu Ling and Jiang Zhongyi 1994).
The main reasons for the failure of these policies were that

o subsidies failed to stimulate local initiative,

e investments in institutional and physical-infrastructure construction
were inadequate, and

e investment projects were often not appropriate to the local environ-
mental and socioeconomic conditions and did not tap the local resources.

During the 1960s and 1970s, roads, bridges, and water-diversion works
were constructed and electricity was introduced in poor mountainous
areas. However, these improvements served mainly military. and state-
owned industrial enterprises and benefited urban populations. They did not
absorb local labor, nor did they promote socioeconomic development in
poor areas. Often these projects were isolated from the social and eco-
nomic context of the rural areas.
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Policies for regional development were adjusted as part of broad eco-
nomic reform in the early 1980s, and the philosophy of the antipoverty
strategy changed significantly. A much stronger emphasis was placed on
participation by local governments and the poor in organizing and imple-
menting poverty-reduction programs, whose goal is local self-reliance.
The design and organization of projects within the Yigong-daizhen pro-
gram reflect these new principles.

The Yigong-daizhen program started at the end of 1984. Public invest-
ment under this program differed from formal capital construction projects
of the state in the following ways:

1. The investment of the central government took the form of in-kind
financing of the projects. These in-kind goods were surplus products
created during a certain period under the planned economy. The invest-
ment plan depended on the availability of surplus goods. In many cases,
several schemes operated during the same period (Table 4.1).

2. Rules stipulate that in-kind goods allocated by the central govern-
ment are distributed as wages to those involved in construction

Table 4.1—Chinese government investment in Yigong-daizhen

schemes, 1984-93
Converted
Scheme Planned In-Kind Goods Value of
Number Period Invested the Goods Project Focus
(billion yuan)®
1 1984-87  Cereals, cotton, and cloth 2.7  Roads and drinking water
supply facilities
2 1989-91 Medium- and low-grade 0.6  Roads and drinking water
consumer goods supply facilities
3 1990-92  Industrial goods 1.5  Roads and drinking water
supply facilities, farm-
land improvement
4 1991-95  Foodgrains 5.0  Terraced fields, small-scale
water conservation
5 199195  Foodgrains and industrial 10.0  Bigrivers
goods
6 199397  Cereals, cloth, edible oil, 10.0  Infrastructure, including
medium- and low-grade clinics, health care
consumer goods stations for women and
children

Source: Documents issued by the State Planning Commission referring to Yigong-daizhen
schemes, 1984-93.
3In 1993, 5.8 yuan equaled US$1.00.



78

projects. Local governments are supposed to raise supplementary
funds of an equal or greater amount to pay for project materials and
other expenses. In practice, except for a few provinces with suffi-
cient resources, most of the provinces and counties could not come
up with the matching funds. To fill the gap, poverty-reduction
funds from other channels (such as from line ministries responsible
for economic sectors) were used and some of the transferred goods
were monetized.

. Local governments also mobilized the rural population to provide

part of their labor free of charge or at reduced wages. These
practices are not likely to work in the implementation of formal
capital construction projects. But because the Yigong-daizhen pro-
grams were aimed at reducing poverty, local governments and the
poor accepted these practices and participated in investment proj-
ects. Such flexibility played a positive role in pooling resources to
improve infrastructure. However, employment of unpaid labor re-
duced the present income of the poor.

. Yigong-daizhen projects mainly made use of simple, labor-intensive

technology. Normally, construction was carried out in the slack
seasons, providing varying amounts of additional income. Between
1985 and 1990, projects focused on building roads and drinking-
water supply facilities (see Table 4.2). Thanks to this program, both
transport facilities and social services in the poor areas improved,
and human resources in project locales were enhanced. Specifi-
cally, farmers acquired technical skills on the job, and administra-
tive cadres learned construction management; a specialized tech-
nical workforce was trained in infrastructure construction and
water conservation.

Table 4.2—Major infrastructure achievements of the Yigong-

daizhen projects, China, 1985-90

Achievement Quantity
Public roads 131,000 kilometers
Bridges (number) 7,972
Dredged river navigation routes 2,400 kilometers
Public roads connected . . . 1,500 townships
10,000 administrative villages
Drinking water supplied for . . . 20,970,000 people
13,560,000 animals

Source: Data from the State Planning Commission, 1988 and 1992.
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Implementation Rules of the
Yigong-daizhen Projects

Rules concerning the allocation and use of materials, the process of making
investments, financial controls, and the duties of local governments and
relevant departments are all stipulated by the State Planning Commission.
Hence, there are similarities in project planning, organization, manage-
ment, and monitoring among different programs in different places.

The implementation of projects involves a number of authorities and
institutions with responsibility for planning, finance, banking, commerce,
foodgrains, materials, sales and supply, agriculture, water and electricity,
transportation, tax revenue, audits, and public security. Close coordination
among relevant bureaus is necessary for an ensured supply of funds,
materials, and laborers so that programs can proceed according to plan. For
this reason, ‘“leading groups for Yigong-daizhen™ are established within
the local governments concerned—at the provincial, prefectural, and
county levels—to coordinate the program across different departments.
Headquarters are established for the execution of each project and are
composed of technicians in relevant professional bureaus (for example,
bureaus of transportation, water conservancy, agriculture, and so forth),
accounting personnel, and leading members of townships where the proj-
ects are located.

The process of the confirmation of a project starts with the township
government developing the application. Then the county bureaus of trans-
portation and water conservancy examine, separately, the subapplications
involving matters within the scope of their respective jurisdictions and
report their choices to the county’s ‘‘leading group for Yigong-daizhen™
for examination and approval. If approved, proposal papers are prepared
by these departments and forwarded to the departments concerned at the
prefectural and provincial levels. The final formula of the program must be
approved by the provincial planning commission and then sent back to the
county leading group, through descending levels of bureaucracy.

Local governments at various levels tend to concentrate resources on the
most important projects, which can be easily implemented, and to carry out
projects in stages. For road projects, efficiency is stressed and investment
priority is given to the following categories of projects: (1) feeder roads
linking villages and towns with main roads, (2) transportation roads in areas
with rich resources but without accessible roads, (3) roads connecting exist-
ing public ways and transportation networks, and (4) renovation projects for
existing roads that have heavy traffic but a low technical standard.

Drinking-water projects are selected based on the availability of water
sources. The following categories of projects have priority: (1) projects
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with greater labor input (large employment generation), (2) projects
matching existing infrastructure works (favorable complementary effects),
(3) projects proposed by villages in which the leading body has compara-
tively great organizational efficiency and the households volunteer to
collect supplementary funds or contribute their labor (low organizational
and budgetary costs), and (4) water supply projects in townships or vil-
lages suffering seriously from water shortages (high public health and
sanitation benefits).!

Contractors, Payment Regulations,
and Compulsory Work

There are two types of labor required for construction work: skilled and
unskilled. The former includes masons, carpenters, blacksmiths, and oth-
ers who possess skills. In recent years, they have usually organized
themselves into crews of contractors to take on tasks demanding higher
technical standards, both locally and in more distant counties. Unskilled
workers are local farmers who are recruited for manual labor, such as
moving earth and stones.

Earthwork and stonework in road projects are usually contracted out by
project headquarters to groups of villagers along the roads. The heads of
the groups usually distribute the task to households, according to the
number of laborers in each household. The labor of farmers is, to some
extent, compulsory; this is embodied in unpaid work that is converted into
the matching “‘funds” of the local governments. Those households with
workers who are unwilling to work must pay a sum to the group to relieve
themselves of work obligations.

However, due to the tradition of mutual enforcement of work obliga-
tions among community members, especially for projects that benefit the
public, failure to work is rare. As for the drinking-water projects, which

! According to the stipulations of the Ministry of Water Conservancy of 1984, a water shortage
exists when villagers must travel more than 1 kilometer (in a single journey) or climb a vertical
distance of more than 100 meters to fetch water. There are standards that indicate what
sufficient levels of water supply are; anything short of this qualifies as a “water shortage.”
During drought seasons, the standards call for a per capita daily water supply of more than 10
kilograms in northern regions and more than 40 kilograms in southern regions. For cattle, there
should be a daily water supply of 20-25 kilograms per head. For pigs and sheep, a daily water
supply of 5-20 kilograms per head is sufficient. In areas with an average rainfall of less than
600 millimeters—where dry wells and dry pits are usually used—it is necessary to store, each
year, enough water for two years’ consumption. In the southern regions, there should be a reserve
capable of ensuring a supply of drinking water for 70 to 100 days, even if there is no rain.
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belong to individual households or village communities after their comple-
tion, all the unskilled labor input contributed by the villagers is unremuner-
ated—only the skilled workers are paid.

The labor payments are set by the project headquarters as task rates,
with the work quotas set according to the amount and difficulty of the work
contracted. The daily payment of a skilled worker is usually twice that of
an unskilled worker.

The mode of payment varies with the kind of materials the central
government has allocated. When foodgrains, cotton, and cotton cloth are
used as the inputs, payments for project participants will be made in these
materials. When stocks of industrial products are invested in construction
work, workers receive “industry coupons” as wages; these have the same
value as the official currency of RMB but function as a kind of banknote to
be used only once. The industrial coupons are to be used within the county
and in the shops run by government departments of commerce, agricultural
machines, and production materials, or in county and township purchasing
and marketing cooperatives (Zhu Ling and Jiang Zhongyi 1990).

Monitoring and Planning

The monitoring and control for approval of the projects is carried out by
the professional departments in charge of engineering and technology
works.2 The whole process of project planning, controlling, organizing,
and monitoring, along with the use of industrial coupons, has been the
operational pattern for many years in the centrally planned economyj; it is
well known to the administrative cadres and the departments of the govern-
ment at all levels. As a result, the organization of the program has been
quite smooth. However, the process also has had the disadvantage of
taking place in a planned economy. For instance, restrictions placed by
authorities at higher levels on where investments are to be directed has
made it difficult for the county and township governments to use resources
flexibly according to local needs. As village communities have been ex-
cluded from the decisionmaking process, the programs approved at higher
levels sometimes were not the projects most needed by local governments
and the poor.

2The roads that meet grade 4 and above of the state technical standard are brought into the road
maintenance plan of the county. The newly built drinking water installations are controlled by
the users themselves, while the villager committees work out rules for the use of water and
carryout supervision.
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Regional and Household-Level Assessment
Sources of Data and Information

Interviews with officials of the central and provincial governments in
1990, and two case studies conducted in Guizhon and Sichuan provinces,
form the basis for information at the macro level. Microlevel findings are
based on data derived from sample surveys in Sichuan, Shandong, and
Ningxia (see Figures 4.1 and 4.2) made in May and June of 1992.

The sample surveys were designed as follows:

1. One poor county was selected from each of three different cate-
gories of provinces—developed, somewhat developed, and less-
developed—to compare differences among various poor regions.
The three poor counties selected were Linqu County of Shandong,
Wangcang County of Sichuan, and Xiji County of Ningxia. Several

Figure 4.1—Survey provinces of The People’s Republic of
China: Shandong, Ningxia, and Sichuan

1 = Shandong
2 = Ningxia
3 = Sichuan

Note: Islands in the South China Sea are not shown on map.
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Figure 4.2—Survey counties

Xiji,
. in Ningxia
Linqu,
nau Province

in Shandong Province

Wangcang,
in Sichuan Province

selected socioeconomic indicators of the studied provinces and
counties and sample survey areas are compared in Table 4.3.

2. Twelve administrative villages were selected from each of the three
studied poor counties and divided into three groups of four villages
each. The first group consisted of villages participating in road
projects; the second group comprised villages participating in
drinking-water supply projects; and the third group comprised vil-
lages that were not participating in any Yigong-daizhen projects.
Village questionnaires were designed to identify natural, economic,
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and social conditions of the village communities, and were used in
interviews with chief members of the villager committees.

3. Household surveys: 10 households from each of the sample vil-
lages, selected through random sampling, were interviewed with
structured questionnaires. Data collected related mainly to condi-
tions in 1991.

The three sample counties were selected on the advice of the depart-
ments in charge of Yigong-daizhen projects in each of the three provinces
of Shandong, Sichuan, and Ningxia. The selection of sample villages was
the outcome of discussions with the departments concerned in the three
counties in charge of the projects.> The data thus obtained were supple-
mented by information from government sources.*

Rural Households and Individuals
Participating in the Projects

When the main socioeconomic indices of participating and nonparticipat-
ing households were compared, few differences were observed in the size
of household, per capita farmland area, or family labor resources. In two of
the survey sites, the households with less land per capita participated more
(Table 4.4). Here, “‘assets’’ means the sum of the original value of the
household’s productive and nonproductive fixed assets (such as machines,
houses, animals, poultry, and durable consumer goods like bicycles or
sewing machines), exclusive of land. Index of ‘‘income’” here means the
““net income of rural households,”” as defined in the Statistical Yearbook of
China (State Statistical Bureau 1989).

About 40 percent of the participating households worked on obligatory
workdays (without pay), so that the benefits they obtained from the proj-

3Due to problems with traffic, only two villages were selected for the reference group of
Wangcang County of Sichuan Province. However, 20 households were selected instead of 10
in each of the two villages. So, the number of villages sampled in the three counties was 34
and the number of sample rural households was 360. Examination showed that 358
questionnaires were valid.

“These sources include the Yearbook of Statistics and other information published by the State
Statistics Bureau, as well as materials provided by departments of the State Planning
Commission, the Ministry of Finance, the Ministry of Communications, and the Ministry of
Water Conservancy and Irrigation. The statistical yearbooks and Yigong-daizhen working
reports of the sample provinces and counties, as well as local historical papers on the culture,
geography, and economy of the three counties were another source of data.
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ects were only the improvement of local social services and not direct
supplementary incomes. In principle, all farmers in the areas, including
nonpoor ones, are obliged to contribute labor, so that participation in the
Yigong-daizhen projects should not be discriminating.

Probit models are used to estimate the probability of participation in the
projects for villages, households, and individuals, respectively. There are
four conclusions that can be drawn from the village-level model (Table 4.5):

County and township governments do not necessarily choose the
project sites based on whether or not a village established a “‘sys-
tem of obligatory labor contribution,” but do choose project sites
based on village size. The larger the population of a village is, the
more likely it is to be involved in projects.

. Villages with favorable environmental conditions are more likely

to get projects. The role of the irrigation index in the model, which
indicates conditions for agricultural production in village commun-
ities, seems to testify to this point, but it is not statistically signifi-
cant at the villager level.

. Villages with more farmland per capita are less likely to get proj-

ects, which means that those with more (surplus) labor are sup-
ported more.

Distances from village to county seat and from village to township
have been brought into the model as indices reflecting the relation-
ship between villages and governments. (County seats and town-
ships are places where the governments at the two levels are
located.) The results suggest that within counties, the more remote
areas get preferential treatment.

Table 4.5—Estimation of the probability of participation in

Yigong-daizhen projects by village, Probit Model 1

Variable Coefficient t-Ratio
Population 0.31068E-02* 1.838

Distance from village to township ~0.13630 -1.396

Distance from village to county seat 0.25353E-01* 1.860

System of obligatory labor contribution ~0.94305 ~0.622

Irrigation index of farmland 4.4919 1.404

Per capita farmland of a village -1.3306*. -1.836

Constant 0.45017 0.177

N=34

*Significant at .10 level.
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Table 4.6—Estimation of the probability of participation in
Yigong-daizhen projects by household, Probit

Model 2

Variable Coefficient t-Ratio
Per capita farmland of household -0.17* -3.30
Irrigation index of farmland 1.71#* 4.80
Labor index of household (labor force/

household size) 0.44 1.30
Per capita assets ~0.45E-04 -1.05
Number of houscholds in a village 0.21E-02* 3.10
Constant = -0.80

N =358
Cases correctly predicted = 68.4 percent

*Significant at .01 level.

In the household-level model (Table 4.6), two village variables, ‘‘num-
ber of households in a village” and “irrigation index,” are included. Be-
cause both irrigated and rainfed areas of farmland tend to be distributed
among households within a village according to household size, the index
can be applied to all households in the same village. The significance of the
two variables confirms the conclusion, derived from Model 1, that partici-
pating households are more likely to be located in larger villages. Yet,
because the poor make up a larger share of the population in areas where the
projects are carried out and because of the principle of equal opportunity for
participation by all households and laborers enforced by village communi-
ties, the results of Model 2 indicate that households that are relatively rich
in labor resources, poor in land, and low in per capita assets participate more
in the projects. While this may be these households’ free choice, it can also
be interpreted as a result of the regulated access to participation.

Probit Model 3 was derived by estimating the probability of individual
participation in the projects (Table 4.7). Data for the estimation are based
on the records of individual participants and nonparticipants between 15
and 65 years of age—a total of 1,145 people. Several conclusions can be
drawn from Model 3 to supplement those drawn from Models 1 and 2.

1. Laborers from households with less land tend to participate more in
the projects. This may be because they have lower opportunity
costs in agriculture.

2. Male laborers show a higher probability of involvement than fe-
males. The reasons for this may be twofold. First, the payments for
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Table 4.7—Estimation of the probability of individual
participation in Yigong-daizhen projects,

Probit Model 3
Variable CoefTicient t-Ratio
Age 0.19E-01** 4.94
Sex (1 = male, 0 = female) 0.47%* 492
Years of education 0.32E-01* 1.89
Per capita farmland of household —0.21** -6.37
Constant = -1.41

N=1,145
Cases correctly predicted = 78.6 percent

*Significant at .05 level.
**Significant at .01 level.

moving earth and stones are according to task rates that may favor
males (due to physical strength). Hence, the active participation of
the male laborers can be seen as an efficiency decision by the
household. Second, the conventional division of labor between
males and females in farmers’ families assigns household chores,
livestock production, and fieldwork to women, limiting the extent
of their participation in projects.

3. Laborers with a higher educational level and older laborers are
more inclined to participate.

The analysis suggests that even within poor areas, the criterion for
government approval for starting new projects is efficiency—the success of
the projects and the effectiveness of the investments. This is consistent with
the thinking of the central and provincial governments regarding allocation
of resources for the projects: the order of priority among water-supply
projects is ‘‘easy projects first,”’ followed by difficult ones. Emphasis is also
placed on the reliability of water sources. Among road-construction proj-
ects, priority has been given to roads that permit access to resources such as
mines and forests and roads that strengthen the existing network. Further-
more, the success or failure of a project serves as an important indicator in
assessing the achievements of government officials at the grassroots level.
This also explains why township governments usually choose villages with
better conditions to be the sites of new projects.

In contrast to this practice, village communities have practiced the
principle of equality in the recruitment of the labor force for the projects,
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which means that rural households and individuals enjoy equal opportuni-
ties to participate in projects. However, households with a lower land and
asset base actually turn out to be more involved in the projects than the
relatively well-to-do people, according to the analysis.

Effects of Projects on Rural Household Income

The Yigong-daizhen projects have improved incomes of participating
households (Table 4.4). In terms of relief, the poorer the area, the more
important is the household income from the projects. The highest share has
been about one-sixth of the disposable incomes of the households in Xiji
County of Ningxia-Hui Autonomous Region.

It was mentioned earlier that, although the village communities cov-
ered by the projects are mostly those with comparatively favorable eco-
nomic conditions, nonpoor households in the villages are not excluded
from participating in the projects. Thus, it might be assumed that the
distribution of project incomes among households may intensify the in-
equality of total disposable incomes. This possibility has been investi-
gated through calculation of the Gini coefficients. Results of the calcula-
tions, listed in Table 4.8, indicate that farming constitutes the main source
of income for the sample households. Since access to farmland is distrib-
uted on an equal basis to all households, income from farming does not
vary widely among households. In comparison, degrees of disparity in
nonfarm incomes are higher. The Gini coefficient of income from projects
enlarges the overall Gini coefficient. It is only because of its small share
that the impact on income distribution is limited.

It is worth noting that the Gini coefficient of earnings from public
works in Wangcang County of Sichuan Province is as high as 0.974,
indicating extreme inequality in the distribution of income, with a few
people getting high payments from the projects. According to the data, the
household with the highest income from the projects in the county (3,600
yuan per person) was a household that owned trucks that it used for
transport. Therefore, the income of this household actually included the
rewards for its capital.

Opportunity Costs and Net Effects for Income

The above discussion of rural household income from projects has not
directly taken into consideration the farmers’ opportunity costs for their
involvement. To obtain information on this, the survey included some
related direct questions to farmers.
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Table 4.9—Impact of participation in Yigong-daizhen projects
on household work time and children’s dislocation

Question
Stopped Women Children Child at Child at
Some Other  Work Work Workplace Workplace
Reaction from Work More More (Wollsn) (Men)
Interviewees m* @® or @ o"
(percent)
Yes 219 458 6.5 6.5 2.0
No 78.1 54.2 93.5 93.5 98.0

Source: Survey conducted by the authors.

Notes: A total of 201 households answered these questions, representing 56 percent of the
total sample. Among them, 40 households possibly participated in the projects, but
due to their failure to answer questions concerning the number of days of their
participation and their eamings from the projects, they were not included.

315 there any laborer in your family who has stopped other production work to take part in the

oject?
g;lavc: the female members in your family increased their working time in farming due to the
icipation of male laborers in the projects?
Have the children in your family under 16 years of age increased their working time in
mestic labor due to the participation of their parents in the projects?
the female members of your family bring with them the children under 16 years old when
attending project work?
®Do male laborers in your family bring with them the children under 16 years old when
attending project work?

Several conclusions can be drawn from the responses to these ques-
tions in interviews with households (Table 4.9). First, for most of the
laborers (78.1 percent), their participation in the projects resulted in a
decrease in their leisure time. Because Yigong-daizhen projects were
usually carried out during the slack season in farming, the opportunity cost
of their participation in the projects was almost zero (the ““leisure time”’ in
this season was not the choice of farmers themselves but a manifestation of
idleness of the labor force). This constitutes the rationale for low payment
and the mobilization of the obligatory labor contribution commonly prac-
ticed in the construction works.

Second, the working hours of women in almost one-half of the house-
holds were increased—in other words, their leisure time was reduced in
order to meet the time requirements of agricultural production while male
laborers participated in the projects. The rural households made labor
inputs by adjusting the deployment of the family labor force. In 54 percent
of the rural households, participation in projects did not affect the amount
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of time worked by female laborers, perhaps because these households had
more working members or because the timing of the construction work and
the slack season in farming coincided.

Third, it was probably because of the abundant labor supply that the
impact of farmer participation in the project on children’s work (question 3)
and children’s dislocation from home (questions 4 and 5) was small.

The implementation of Yigong-daizhen projects has increased the im-
mediate employment and the income of the participants, both of which
represent short-term effects of projects on rural household income, or
first-round impacts. Part of the increased income may be used by farmers
for new investments in fixed assets or for the purchase of additional input
materials, possibly leading to a further increase in incomes.

Infrastructure Effects

The execution of projects also improves infrastructure and social services
in the villages, creating conditions for future increases in rural households’
incomes. This is a long-term effect of the projects, which shall be assessed
in the context of other income-determining factors. Village infrastructure
was assessed on the basis of six factors: accessibility of the village by road
(accessible by truck); the existence of supply stations for input materials
(improved varieties of crops, chemical fertilizer, and other farm chemi-
cals); and the availability of electricity, medical services, drinking-water
supply centers, and village primary schools. To obtain an aggregate im-
pression, each factor was assigned one point. Villages with all six kinds of
infrastructure and services obviously received six points. The project vil-
lages among the sample generally got more than four points each, while the
villages in the reference groups got around 2.5 points each, on average.
There are, of course, correlations among these infrastructure conditions
(Ahmed and Hossain 1990).

Studies in the past have indicated that income disparities among rural
households are generally determined by differences in land ownership or
access, capital, labor force, application of modern techniques and input
materials in farming activities, as well as infrastructure conditions. A
multiple regression analysis below has included indicators that represent
the factors mentioned—including household per capita area of cultivated
land, the ratio of area under improved varieties to total cultivated land, the
irrigation index, household per capita fixed assets, the family labor re-
source index (labor force/household size), and the educational level of the
household head, as independent variables; the dependent variable is house-
hold per capita disposable income. The results show the significance of per
capita assets of rural households, infrastructure conditions of village com-
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munities, chemical fertilizers applied per mu,’ and the counties with which
sample households are affiliated (as dummy variables) to capture other
regional influences. The regression model is as follows:

1=121.23 + 0.11 PCASSET + 50.59 PCLAND + 0.79 PMFERTI

(~0.885) (7.848) (2.191)* (3.191)**
+ 49.14 INFRA + 162.11 COUNTY1 + 350.54 COUNTY3
(2.253)* (1.573) (3.416)**
+ 47.59 IMR;
(1.244)

R?=0.365; F(7,350)=28.777; N=358.

Numbers in parentheses are t-ratios.
Two asterisks (**) indicate significance at the 99 percent confidence
level and one asterisk (*) at the 95 percent confidence level.

Variables are

I = household per capita disposable income,

PCASSET = per capita assets (excluding land),

PCLAND = per capita cultivated land,

PMFERTI = chemical fertilizer applied per mu,

INFRA = points for infrastructure conditions of village
communities in which the sample households
live,

COUNTY1 = Linqu County of Shandong Province,

COUNTY3 = Wangcang County of Sichuan Province, and

IMR = inverse mills ratio for correcting sample

selection bias (Dolton and Makepeace 1987).

The results concerning the dummy variables COUNTY1 and
COUNTYS3 in the model mean that the incomes of households in Linqu and
Wangcang counties are generally higher than those in Xiji County. The
results also imply that, apart from socioeconomic conditions, regional

5The amount of chemical fertilizer applied per mu might be partly influenced by infrastructure,
but it also depends to a great extent on the financial resources of farmers, on prices, and on the
type of fertilizer supplied. Since the use of chemical fertilizer affects farmers’ income through
its impact on crop production, it is kept in the income regression model here.
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differences in features of the natural environment, such as topography and
climate, decisively affect the household income. (Xiji is an extremely dry
area, Linqu is located in a subdry region, while Wangcang has a mild
climate, humid and warm, favorable for agriculture.) The regression re-
sults support the hypothesis that improved village infrastructure enhances
household income.

The amount of farmland and the use of chemical fertilizers proved to
be significant determinants of household income. Moreover, assets stand
out as an important factor that determines income differences among
households. This variable includes capital goods, housing, and durable
consumer goods, but excludes land, because the land market is nonexistent
under the present legislation and there are no prices for farmland cultivated
by farmers in China.

Household assets are the deposits of incomes earned in the past, and
represent the outcome of past economic activity. Therefore, assets indicate
not only property amounts, but also farmers’ knowledge, skills, and entre-
preneurship. The latter items are difficult to measure, but they indicate the
quality of human resources that can be mobilized for economic activities.

In the income regression equation, several independent variables (ex-
cluding two dummy variables) that are significant demonstrate, from differ-
ent angles, that capital is the most important income determinant. These
variables are ‘“‘village infrastructure,” which results from public invest-
ment; “‘assets’’; and ‘‘fertilizer application,” which represents not only
material input in agriculture, but also the amount of circulating capital
available to rural households. Often, funds allocated for fertilizer procure-
ment make up the largest share of circulating capital for agricultural produc-
tion in farm households. Considering that indicators representing asset
value all have a positive correlation with income, it is likely that increases
in capital possessed by rural households will promote income growth.

Credit and Investment

To determine how farmers could expand their own capital, relations
among earnings from Yigong-daizhen projects, savings, debts, invest-
ment in the survey year, and the value of fixed assets are examined. The
percentage of savings in rural household assets is lower than 6 percent,
the smallest asset component. The shortage of cash funds is reflected in
the expectations of interviewed Yigong-daizhen project participants with
regard to the form of payments: 85.6 percent of them wanted cash pay-
ment rather than payments in kind.

Where does the capital for investment in fixed assets come from,
besides savings? Income from projects by no means serves as the major
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source of investment for rural households: less than 4 percent of project
participants invested their projects’ earnings in fixed assets, while the
majority spent the earnings on consumer goods. Loans are the main source
of capital for investments.

During the period of the People’s Commune (before 1979), the poorer
rural households were, the heavier their debt burden became (Zhou Binbin
1991). Since the reforms, that is no longer the case. After the system of
absolute egalitarianism was abolished, the ability to repay loans became an
important criterion in rural households’ eligibility for loans. A situation
common in rural areas throughout the world emerged: the poor cannot easily
acquire loans. Those who can are normally the nonpoor. In the sample, the
correlation coefficient of loans and assets reaches as high as 0.5885. The
formation of private assets of rural households has no strong connection to
project earnings; rather, credit plays a determining role. The policy implica-
tion of this conclusion is that only when Yigong-daizhen projects are coupled
with effective development of rural financial systems can these projects
increase the future income of poverty-stricken households.

Food Consumption and Nutrition
in Sample Households

Food security in rural China has been improved through the equal distribu-
tion of land, the operations of the official food-supply agencies, and the
relief operations of the civil affairs departments.

It is apparent that, among the various Yigong-daizhen projects, the
construction of terraced fields strengthens the food security of the poor
most directly. The road-building and drinking-water projects are not
designed to solve food shortages directly, but to improve infrastructure and
social services. However, these projects do affect rural household expendi-
tures, including those for food consumption, through increases in farmers’
incomes. In this section, the determinants of the consumption expenditures
of sample households are explored. The food consumption and nutritional
status of the sample population are analyzed and some insights relevant to
policy in this area are considered.

The per capita consumption expenditure of the sample households of
the three investigated counties was 426 yuan for Linqu; 402 yuan for
Ningxia; and 825 yuan for Wangcang. The share of food-consumption
expenses was 66.3 percent, 64.6 percent, and 67.1 percent, respectively,
indicating that differences in the composition of expenditure among the
three sample counties were not significant and that the conditions
described by Engel’s Law were not fully met. Engel’s Law may not apply
to populations that have not yet stepped over the threshold of poverty.
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Only when basic requirements for food consumption have been met does
the share of food-consumption expenses gradually decline as family in-
comes increase.

The food consumption of rural families is still strongly tied to self-
production on the farm. The share of self-produced foods in the total food
expenditures of sample households in the three counties was 69.5 percent,
87.6 percent, and 90.4 percent, respectively. It seems that rural household
in-cash consumption expenditures are mainly for nonfood consumer goods
and service payments (Table 4.10).

Since 1988, farmers participating in the Yigong-daizhen projects have
been paid in ‘“‘industrial product coupons,” redeemable only for commodi-
ties purchased in appointed state-owned shops. Multiple-choice question-
naires on how participating households dispose of income earned from the
projects showed that 3.8 percent of the households spent most of this
income on farming machines, farming tools, and transportation equipment;
less than 1 percent of households made investments in building residential
houses; 21 percent bought other productive articles; 58.1 percent bought
daily consumer goods, and the remaining 16.1 percent used the project
income for other purposes. Thus, project income has obviously increased
the consumption expenditures of rural households.

Although they have reinforced the purchasing power of participating
rural households, earnings from projects have not necessarily played a
decisive role in determining the nutritional status of rural families. This is
because farm households do not rely on purchases for food consumption,
for the most part. So, although Table 4.11 indicates that the nutritional
status of households participating in the projects is better than that of those
not participating, this difference may not be due to their different partici-
pation decisions. To explore the factors affecting the nutritional situation
of rural families, the quality of diet of every sample household was as-
sessed using the formula of Desired Diet Pattern Points designed by the
Chinese Academy of Preventive Medical Science (Table 4.12).

All nutrition indices in Table 4.11 (except those in parentheses) have
been calculated on the basis of the same data, that is, on three-day recalls
of rural women on household food consumption. The survey was carried
out in the middle of the farming season in Linqu and Wangcang counties,
when the diet of farmers was of better quality than average. In Xiji County,
the survey was carried out during the off-season, when the level of food
consumption was comparatively low. These seasonal conditions led to an
overestimation of the indices for Linqu and Wangcang counties and an
underestimation of indices for Xiji County. Disparities in rural women’s
estimations of weights of consumed food in different areas may also have
led to errors.
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All indices in Table 4.11 except calorie and protein intake closely
conform to the results of surveys made by the Chinese Academy of
Preventive Medical Sciences (Chen Chunming 1992). The Academy gave
Ningxia 69.8 points and Sichuan 75.5 points for household diet quality
(Shandong Province was not covered in the survey). Therefore, the exist-
ing data on the nutritional situation of sample households is used as the
basis for the analysis in this chapter.

Compared with calorie, fat, and protein intake, diet quality points are a
more comprehensive index of nutritional situation. This method of scoring
points overcomes the problem of simplification that occurs when a nutri-
tional situation is estimated on the basis of individual components. Be-
cause they have this advantage, diet quality points are used as variables in
the regression analysis.

Through regression analyses, explanatory variables are identified.
These are the household per capita predicted income (PREDINC), the
predicted income squared (PREDINC2), and—representing, to some ex-
tent, dietary diversity—the number of poultry kept by the household
(POULTRY):

NUTRIT = 62.817 + 0.16E-01 PREDINC - 0.31E-0S PREDINC2

(20.731) (3.890)** (-1.987)**
+0.30 EDUCW + 0.44 POULTRY - 0.36 FNUMHH;
(1.112) (4.545)** (-0.740)

R?2=0.174; F(5,352)=14.884; N=358.

Numbers in parentheses are t-ratios.
Two asterisks (**) indicate significance at the 99 percent confidence
level and one asterisk (*) indicates at the 95 percent confidence level.

Factors affecting the nutritional situation of the population are quite
complicated. The regression analysis here only identifies some of the
significant variables—higher per capita income and comparatively abun-
dant farming products. In addition, predicted income squared appears to be
negatively linked to a family’s nutritional status, implying that the diet
quality scores will not rise any further once income reaches a certain level.
The number of years spent in school by women (EDUCW) and household
size (FNUMHH) do not seem to be significant factors in determining
nutritional levels in the sample. The positive relation of women’s level of
education with diet quality is consistent with the observations of the
authors in the case studies. Due to the division of labor among family
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Table 4.12—The formula for grading desired diet pattern points

Optimal
Source of Calories Composition  Grading Points Maximum
(Food Varieties) of Calories  Standards (Total=100)  Points®
(percent)
Cereals, roots and stems
of grains 60 0.5 300 40
Animal foods 14 25 35.0 40
Added oils and fats 9 1.0 9.0 10
Beans and bean products 5 25 12.5 15
Sugar 5 0.5 25 5
Nuts and oilseeds 2 0.5 1.0 5
Vegetables and fruits 5 20 10.0 15
Wines and beverages 0 0.0 0.0 0

Source: Chen Chunming 1992.
3Maximum points means that the points of a certain kind of food will no longer increase when
the calories provided by it have surpassed its share in the optimal composition of calories.

members, the education level of rural women relates closely to the success
of the livestock business, and is of key importance in the rationalization of
the family food consumption and nutrient intakes.

This research provides some insights relevant to policy:

e Food consumption constitutes the biggest component of expendi-
ture in sample households, and is determined mainly by family
farming products. This relationship is as expected for the low-
income economy of the sample households.

o General malnutrition persists in the poor counties (such as Xiji
County) of the less-developed provinces, indicating that food secu-
rity has not yet been achieved for the inhabitants in these areas. The
nutritional intake of the population in poor counties of more devel-
oped provinces (Linqu and Wangcang counties) has reached the
average national level (Chen Chunming 1992). The problem of food
shortages has been solved in these areas.

o Farmers’ earnings from Yigong-daizhen projects may not play a
direct role in the improvement of the food consumption and nutri-
tional situation of rural families, but the project itself has indirect
effects on them. The regression analysis of the nutritional situation
shows that rural household per capita income is an important deter-
minant. Project earnings influence the nutritional situation through
a chain of indirect effects:
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o Rural household per capita income is largely determined by
the village infrastructure. Improvement of infrastructure was
a major objective of the Yigong-daizhen projects prior to 1991.

e Starting in 1991, project investments have concentrated on
farmland and water conservancy capital construction to in-
crease crop yields and, hence, to strengthen food security
through improved food availability and income.

Village committees and local governments are better qualified than the
national government to set project priorities based on whether villages are
better served with infrastructure or land and water resource-focused proj-
ects or a mix of the two.

Conclusions

The introduction of freer markets in China during the economic reforms of
the 1980s improved the efficiency of resource allocation and thereby pro-
moted economic growth. However, in order to reduce poverty and to enhance
the living standards of the whole nation, government interventions through
income redistribution and public investments are still required. During the 30
years prior to the reforms, when incomes were low, China universally
provided improved rural social services through government interventions—
an achievement that has been seen as an example of support-led security
(Dréze and Sen 1989). The antipoverty measures since the mid-1980s can be
considered an extension of this tradition of public support.

However, in contrast to the past practice of only providing relief to the
poor, the poverty-reduction policy produced by the reforms of 1979 placed
particular emphasis on tapping existing potential. The results of the analy-
sis suggest that the Yigong-daizhen projects’ utilization of labor- intensive
techniques mobilized the abundant labor resource in poor regions, helped
improve regional infrastructure and social services, and increased job
opportunities and incomes. Due to differences between poor regions and
extremely poor ones, the effects of the projects also differed in certain
aspects. Where food shortages were no longer a serious threat, the Yigong-
daizhen projects for the construction of infrastructure gave impetus to
economic growth.

In implementing the projects, about one-half of the labor inputs con-
sisted of obligatory workdays contributed by the farmers. This practice is
based on two preconditions: first, that farmers recognize their obligation to
participate in public investment through labor contributions and, second,
that farmers already have an income that basically meets their subsistence
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needs. In extremely poor regions, farmers’ income from the projects func-
tions as relief. In the absence of projects in these regions, civil affairs
authorities of the state must continue to provide relief to the poor. In all
project areas, any improvement in the social services signifies develop-
ment. So, it can be argued that the policy of Yigong-daizhen combines
relief, economic growth, and social development.

Yet, this research also shows that the policy guiding the implementation
of Yigong-daizhen projects has limitations. For example, it has created only
one of many essential conditions for poverty reduction. The poor need help
in every aspect of culture, education, health, and production. Only by taking
long-term, comprehensive investment measures can poverty be perm-
anently reduced.

A distinguishing feature of the Yigong-daizhen projects in China is the
nature of its targeting mechanism. Some researchers have recommended
self-targeting through wages in public works fixed at a low level to ensure
that those coming to work for the projects are the real poor (Ravallion
1990; von Braun, Teklu, and Webb 1991). In the implementation of the
Yigong-daizhen projects, this kind of self-targeting mechanism has not
been adopted explicitly. Some features of the targeting mechanism of the
Yigong-daizhen projects differ from the targeting mechanisms of public
works in other developing countries (for example, Bangladesh [Chapter 3]
and India [Chapter 5]):

1. The Yigong-daizhen program in China was designed for the reduc-
tion of regional rural poverty, hence, the projects are targeted to
specific regions. The primary purpose of the projects is to improve
infrastructure and social services in poor regions and create condi-
tions for regional economic growth. In other words, long-term
goals of economic growth take precedence over increases in short-
term job opportunities and the supplementary income of the poor.
The principle of efficiency is followed throughout the estab-
lishment and construction of the projects, with the goal being a
maximum rate of project investment success. This priority does not
necessarily lead to the extremely poor villages and the poorest
populations benefiting first or most.

2. Within the framework of poor regions, the project is aimed at
village communities, that is, administrative villages, and not at
rural households or individuals. During the implementation of the
projects, the village communities are responsible for the mobiliza-
tion of the labor force. Completed projects represent improved
infrastructure (roads, for example), or supply services to village
properties (water supply installations), or add value to farmers’
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resources (for example, by terracing fields and improving soils).
Thus, it is impossible to prevent the nonpoor of the villages from
being beneficiaries of such projects.

This distinguishing feature of the targeting mechanism of Yigong-
daizhen projects is determined by the organization and institutional
arrangements of rural society in contemporary China. During the present
period of transition from a centrally planned economy to a market econ-
omy, the village community is evolving into a self-governing body in rural
society, while its administrative organ, the villager’s committee, acts as a
bridge between rural households and the government, in addition to man-
aging public affairs in the village. Since a large number of rural households
are drawn into project work, the Yigong-daizhen projects are difficult to
operate smoothly without the mediacy of village communities. Further-
more, because the principle of equality is practiced in village communities
and most of the rural households in the villages of poor regions are poor,
the village communities are more helpful than any other kind of interme-
diary in enabling projects targeted to the poor. If individual brokers were
relied upon for enrolling the labor force, those who would benefit most
would possibly be the brokers themselves, the most mobile, and the non-
poor. Laborers with the highest mobility are presently not the poor, who
generally limit their activities to their own village or township, because of
their inability to pay the traveling expenses.

The Yigong-daizhen approach to targeting leads to a problem: how can
extremely poor villages partake in the benefits of the projects? To address
this problem, project rules stipulate that a certain proportion of the labor
force must be from extremely poor villages; this promotes labor move-
ment, and can gradually eliminate the barriers between village communi-
ties and improve the labor resource of extremely poor villages through
their participation.

This problem can also be addressed if the areas covered by the projects
expand to include extremely poor villages. The plan of farmland upgrading
since 1991 has emphasized the stone mountain areas, deep mountain areas,
and high and cold mountain areas. Yigong-daizhen projects might also aim
to recruit labor mainly from among the poorest households within villages.

In the end, it should be stressed that, currently, poverty is mainly a
regional characteristic in rural China. However, the new course of market
orientation and related reforms may lead to the evolution of new poverty
groups, characterized as follows: (1) urban poverty (depending on the
outcomes of enterprise, employment, and wage system reforms); and
(2) class-based poverty, originating from inequalities in property distribu-
tion (since private ownership of property now exists and capital returns
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increasingly influence personal income distribution). Therefore, the pov-
erty problem will not be limited to the rural sector alone during the
transition period. Thus, future antipoverty programs in China should in-
clude projects aimed at the urban sector. Yigong-daizhen programs may
also be an appropriate measure to alleviate urban unemployment and assist
the urban poor in increasing their income.
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INDIA’S (MAHARASHTRA) EMPLOYMENT
GUARANTEE SCHEME: LESSONS FROM
LONG EXPERIENCE

S. Mahendra Dev*

By now it is well recognized that the instrument of rural works programs
(RWPs) has become an important component of strategies to alleviate
poverty and hunger in many developing countries. The case for RWPs lies
in the self-targeting nature of the schemes (see Dréze and Sen 1990;
Ravallion 1991; Besley and Coate 1992; Besley and Kanbur 1993). Also,
discriminations prevalent in some agricultural labor markets can be
avoided in public works programs (Foster and Rosenzweig 1992).

In India, employment provision has been used extensively as a tool for
protecting entitlements for centuries. Since the fourth century B.C., when
Kautilya, the ancient Indian political economist, wrote his Arthasastra,
India’s rulers and governments have emphasized public relief works, par-
ticularly during famine. Employment in public works later became the
main element of strategies for famine prevention in India and it has proved
effective (World Bank 1990). After India’s independence in 1947, there
were many central government-sponsored schemes, beginning with the
Rural Manpower Program in 1960. The most important program at the
state level is the Maharashtra Employment Guarantee Scheme (EGS),
which was introduced in 1972. The Maharashtra EGS is one of the most
researched and discussed programs in the country. The United Nations
Development Program’s (UNDP) Human Development Report (1993, 43)
commends Maharashtra’s EGS as one of the largest public programs in the
developing world. Compared to the programs in other countries, the EGS
has been in existence for a long time—20 years. The rest of the states in
India and the other countries in Asia and Africa are eager to learn from the
scheme’s success, particularly its sustainability over time. The EGS is an
especially interesting example of a public works program for poverty

*The author is grateful to Joachim von Braun, Jean Dréze, N. J. Kurien, Gustav Ranis, and
T. N. Srinivasan and some of the participants at the workshop for comments on an earlier
draft. The author alone, however, is responsible for any errors.
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alleviation because it guarantees employment at a defined wage—an
unprecedented feature in a public works program. It is considered a model
because of this underlying philosophy of guarantee and because of its
approach toward fulfilling this guarantee.

Due to constraints and backwardness, the employment provided by the
agriculture sector in Maharashtra is not sufficient for laborers to earn an
adequate living.! Hence, employment in agriculture needs to be comple-
mented by government intervention. The EGS is one attempt to enlarge the
scope of employment in order to alleviate poverty in the state.

During the drought period 1970-73, EGS mainly operated as a relief
program (for details, see Dréze 1990, Osmani 1991, and Subramaniam
1975). “By any criterion, the drought of 1970-73 in Maharashtra must have
marked an all-time record for the scale and reach of public works programs
in a famine relief operation” (Dréze 1990, 89). Following the drought, the
government continued the EGS and used it as an antipoverty program. The
EGS began in 1972; it received statutory basis in 1977 when the
Maharashtra Legislative Assembly unanimously voted it a law of the land.
The law became operative from January 26, 1979, with the consent of the
President of India, and Maharashtra became the first state in the country to
guarantee work. This law declares that ‘‘every adult person in the rural areas
in Maharashtra shall have a right to work, that is, a right to get guaranteed
employment . . . in accordance with the provisions of this Act and the
Scheme made thereunder”” (Maharashtra, Planning Department 1981, 907).

The EGS provides a guarantee of employment to all adults above 18
years of age who are willing to do unskilled manual work on a piece-rate
basis. The scheme is self-targeting in nature. It is totally financed by the
state government.> The main objectives of the EGS are to sustain house-
hold welfare in the short run (through provision of employment) and to
contribute to the development of the rural economy in the long run,
through strengthening rural infrastructure. Works undertaken by the EGS
have to be productive. There is an elaborate organizational setup for the

!Droughts occur repeatedly in the state. Rainfall in drought-prone districts is erratic and,
consequently, agricultural production is unstable (PEO 1980). Twelve drought-prone districts
(namely Ahmad Nagar, Solapur, Pune, Nashik, Sangli, Satara, Aurangabad, Beed,
Osmanabad, Dhule, Jalgaon, and Buldhana) together accounted for about 60 percent of the
state’s net sown area, which highlights the fact that the bulk of the state’s cultivated area is
located in drought-prone area districts. If there is a breakthrough in dryland farming
technology, agricultural productivity and employment prospects may improve in the state, but
such a breakthrough does not seem imminent. Supplementary employment programs,
therefore, may have to continue in the near future.

2See Dev (1992) for details on other salient features and on the resources of the EGS.



110

EGS. Initial planning is generally done by the Revenue Department while
implementation is carried out by the Technical Department.’

The main objective of this chapter is to review the long experience of
the Maharashtra EGS and draw lessons (do’s and don’ts) for replicating the
scheme in other states of India or other Asian and African countries. Using
microstudies and secondary data,® the present study evaluates the
Maharashtra EGS based on the following considerations:

1. What are the current developments in the scheme?

2. How well has the EGS succeeded in providing employment to the
poor?

3. What are the direct effects of the scheme in terms of incomes and
employment of the poor?

4. What are the secondary and general equilibrium effects?

5. How well has the scheme succeeded in providing food security and

nutrition to the poor?

What are the opportunity costs of the program?

What are the delivery and recipient systems?

What lessons can be drawn from the experience of EGS to help

replicate the program in other Indian states and in other countries?

o N

The rest of the chapter is organized as follows. The next section gives
a brief account of the political economy of the origins of EGS and its
perpetuation. In the third section, some current developments in the EGS
are presented. Direct and secondary effects of the EGS on the poor are
analyzed in the fourth section, which also includes a discussion on the
impact of the EGS on food security and nutrition. The fifth section pro-
vides a review of leakages, opportunity costs, delivery, and recipient

3See Dev (1992) for details on planning and organizational aspects of the EGS.

“The microstudies are Deshpande (1982); PEO (1980); ISST (1979); Dandekar and Sathe
(1980); Dandekar (1983); Bhende et al. (1992); RDC and Kirloskar Consultants (1985);
Deshpande (1988); Acharya and Panwalker (1988); Datar (1990); Sathe (1991); Deolalikar
and Gaiha (1993); and Datt and Ravallion (1992).

Some studies and comments based on micro as well as aggregate data are Reynolds and
Sunder (1977); Dantwala (1978); Abraham (1980); MHJ (1980a, 1980b); Tilve and Pitre
(1980); Herring and Edwards (1983); Leiberman (1984); Bagchee (1984); Rath (1985);
Dandekar (1986); Echeverri-Gent (1988); Acharya (1990); Dréze (1990); Dréze and Sen
(1990); Ezekiel and Stuyt (1990); Gaiha (1991); Godbole (1990); Hirway et al. (1990);
Kakwani and Subbarao (1990); Ravallion (1991); Ravallion, Datt, and Chaudhuri (1993);
Subbarao (1992); Ahluwalia (1990); Bandopadhyay (1988); Bhatt (1991); Dev (1992); and
von Braun, Teklu, and Webb (1991).

Some theoretical studies on rural public works are Sen (1975); Basu (1981, 1990); Narayana,
Parikh, and Srinivasan (1991); Parikh and Srinivasan (1993); and Ravallion (1990).
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systems under the EGS, while the sixth section concentrates on the lessons
of the scheme. The last section offers conclusions.

Political Economy of EGS
Origin and Perpetuation

EGS as a public employment scheme originated in 1965, when it was
designed as a state-level response to adverse economic and demographic
trends in rural Maharashtra. A pilot project in Tasgaon Block of Sangli
District was designed and operated as an Integrated Area Development
Scheme, commonly known as a ‘‘Page Scheme,” named after the late
V. S. Page, the Gandhian activist who originally conceived it. Following
enthusiastic public response, the pilot project was expanded to cover the
entire Tasgaon Block in Sangli District. Subsequently, a modified EGS
pilot project was initiated in November 1970 in all 11 districts of the state.
During the elections in 1971, the State Congress Party committed itself to
a 15-point program to tackle the problems of poverty and unemployment
and, as part of this program, EGS at the state level was incorporated as a
special program in April 1971 with an annual budget of Rs 50 million. To
fulfill the election promise, the government extended the EGS to all rural
areas in the state in May 1972. Soon after statewide adoption, the EGS was
suspended during the peak drought period of late 1972 to early 1974.
During this period, the EGS was superseded by central government pro-
grams. A novel element in this assistance package was the Crash Scheme
for Rural Employment, introduced by the late Prime Minister Indira
Gandhi in 1971 as part of her garibi hatao (‘‘abolish poverty’’) program.

The government of Maharashtra, however, was not happy with the
state’s dependence on the central government for drought relief. In 1974/75,
V. P. Naik, then the chief minister, backed by opposition parties, decided to
set up a permanent scheme (using only state resources) to protect vulnerable
groups in society and to create assets that would reduce effects of future
droughts. Thus the government resumed EGS after two years.

There are different views on how much EGS has altered the political
economy in the state. Herring and Edwards (1983) view EGS as a “‘mani-
festation of Kulak Power,” and as inferior to genuine redistribution in
terms of altering the political economy (p. 575). However, as mentioned in
Hirway et al. (1990), Herring and Edwards did not consider the political
implications of the EGS. By making employment an entitlement, EGS
facilitates collective political action by the poor, and promotes the realiza-
tion of their common interest. EGS can be viewed more as a promoter than
a consequence of the poor’s power. The EGS also makes rural politicians
more responsive to the demands of the poor (Echeverri-Gent 1988). It
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provides the poor with opportunities for taking effective action and
encourages the mobilization of their political resources. A number of
organizations of the poor have come forward to help the EGS reach the
poor. These include the Lal Nishan Party, which is active in Pune, Dhule,
and Ahmednagar Districts. Bhoomi Sena is active in Thane District, while
Development Group is active in Pune in educating the people about their
right to work.

What are the reasons for the continued existence, or sustainability, of the
scheme? The EGS has the support of all groups in the state: the urban
population, rural rich, rural poor, and politicians. The politicians play an
active role in the functioning of the scheme. They serve as members of various
EGS statutory committees. A Committee of the Maharashtra Assembly
inspects the EGS sites in different districts and reviews program operations.
Committees made up of Members of Parliament (MPs), Members of the
Legislative Assembly (MLAs), Members of Legislative Councils (MLCs),
and Taluka (the administrative unit below a district) monitor and evaluate
local EGS activities. Legislators see the EGS as a ‘‘prestigious’” scheme that
they have supported and from which they expect political benefits. Thus,
MLAS s support the program and are quick to claim credit for the operating
of new projects.

The presence of politicians in the EGS has both positive and negative
aspects. EGS operations are aided by the sense of urgency and purpose that
is conveyed by the aggressive stance of politicians. At the same time,
political leaders are disruptive elements when they create trouble at work
sites and when they insist that projects be opened in areas already ade-
quately served by ongoing works (see Leiberman 1984).

Political economy is also at work at the regional level. Relatively rich
districts get EGS projects as aresult of the lobbying of powerful politicians
in those districts.

Quantitative Dimensions, Changes over Time,
and Current Developments

Size and Cost of the Scheme

The following points emerge from Table 5.1, which gives some quantita-
tive dimensions of the EGS for the period 1973-92:

1. From a modest beginning of only Rs 18.8 million in 1973, the
scheme expanded to an expenditure of Rs 2,350 million in 1991 and
from 4.5 million person-days of employment in the first year to
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about 190 million person-days in 1986, but declined to 80-90
million person-days after 1989.

2. The total amount spent on the EGS up to 1991 was Rs 27 billion,
while the employment created during the same period was about 2.3
billion person-days.

3. The cost per person-day (in current prices) increased from about
Rs 4 in the first year to about Rs 30 in recent years. The real cost per
person-day increased mainly in the 1980s and the increase has been
especially marked since 1988/89.

4. The average wage per person-day in current prices increased from
about Rs 3 in 1977 to over Rs 16 in 1992. However, if these wages
are deflated by the consumer price indices for agricultural laborers,
the real wages (at 1971 prices) rose from Rs 1.7 in 1977 toRs 3.3 in
1983, then fluctuated until 1988. Since 1988, real wages have been
about Rs 4 because of the rise in minimum wages.

5. After gaining statutory status in 1977, the EGS has consistently
claimed from 10 to 14 percent of the total development budget of
Mabharashtra State (not given in Table 5.1). One-half of the funds
for the EGS are provided by the prosperous urban sector of the state
in the form of taxes.

Changes over Time

The following changes in the EGS occurred over time:

1. Composition of the EGS workers. Data of the Planning Department
show that, over time, the percentage of women participating in the
EGS has gradually increased from 41.4 percent in 1979 to 53.3 per-
cent in 1987.° The percentage of laborers from backward castes,
however, declined from 41.9 percent in 1979 to 33.5 percent in
1986.

2. Changes in the emphasis on assets. Initially, the EGS’s emphasis
was on drought-proofing to create a permanent avenue for employ-
ment. In 1974/75, around 78 percent of expenditure was appor-
tioned to irrigation, 12 percent to soil conservation and land devel-
opment, and about 3 percent to afforestation. Thus nearly 93 percent
of total expenditure was directly related to drought-proofing. Over

5It is useful to note here the trends in female participation in rural Maharashtra. The work
participation rates for females in rural areas are 53.6, 54.6, 54.5, and 54.3 percent respectively
in 1972/73, 1977/78, 1983/84, and 1987/88. They do not show any decline over time.
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the years, however, the composition of expenditure has undergone
considerable change. The expenditure on roads has risen from about
6 percent of the total in 1974/75 to about 40 percent in 1985/86.
Since 1987/88, however, the percentage of expenditure on roads
was less than 25 percent because of a government order.®

3. Wage rates and employment. The EGS experienced a major policy
change in terms of wage rates in May 1988. EGS wages were
doubled due to the revision of minimum wages for agriculture. The
changes in EGS wage rates (in current prices) were as follows:

In 1976/77: Average EGS wages < Average market wages.’
(Rs 2.81) < (Rs 3.20)

In 1989/90: Average EGS wages > Average market wages.
(Rs 15.53) > (Rs 11.80)

The aggregate real cost of the scheme did not show any increase
after the doubling of the piece-wage rates. Ravallion, Datt, and
Chaudhuri (1993) found that average monthly expenditures on EGS
fell after the increase in wage rates. Despite the doubling of all
nominal piece rates in 1988, the real average EGS wage rate in-
creased only 50 percent. Apart from inflation, the more important
factor seems to be a shift in the EGS work toward activities that are
paid at lower piece rates. Also, employment fell by one-third after
the increase in the wage rate in 1988. This suggests that there might
have been some rationing in employment since 1988 (see Table 5.1)
due to the increase in wages.

Government officials, however, deny that there was any ration-
ing following the 1988 wage increase. According to them, there are
four reasons for the decline of EGS employment in recent years:

o As mentioned by Sathe (1991), demand for labor increased in
the mainstream due to EGS’s assets;

o Since the late 1980s, the government has been more vigilant
toward EGS works, checking muster rolls, measuring work
accomplished more exactly, and so forth;

$The govemnment and the general population feel that roads are unproductive compared with
land development works, since the roads sometimes get washed away during the rainy season.

"Total agricultural wage is obtained by combining the agricultural wages of males and females.
The weights used are the proportions of females and males among all agricultural laborers.
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o EGS workers now have to travel a greater distance than
before to participate because work close to the village was
completed in the initial stages; and

o Heavy monsoons in the last few years have increased demand
for work in agriculture.

4. Decline in the share of EGS expenditure on wages. From 1977 to
1984, the share of EGS expenditure on wages ranged from 74 to 82
percent. There has been a significant decline in this share since
1985. The EGS secretary explained that unskilled wages are revised
once in five years, whereas capital costs have to be revised every
year. The latter have been increasing much faster than the wage
rates. As a result, the share of wages in total expenditure has
declined over time.

Most Recent Developments

In recent years, Maharashtra has shifted the emphasis of the EGS to new
directions:

Village Development Through Labor (Shram Shaktidware Gram Vikas).
This subscheme of the EGS was created by a special government resolu-
tion (Maharashtra Planning Department, June 22, 1989). The subscheme
aims to enhance basic aspects of village development. These include
optimum utilization of the water received during the year, well-conceived
planning of the entire village, land utilization for optimum food produc-
tion, and development of small labor-intensive industries like Amber
Charkha, sericulture, and so forth. It is proposed that all developmental
works in a village are executed in an integrated manner. There will be
appropriate backward and forward linkages during implementation of the
works. The program also envisages coordination with other developmental
activities such as the Jawahar well scheme, Integrated Rural Development
Program, and so forth. The objectives of the program are to provide
employment to the rural people in their own villages, to reduce pressure on
land, and to help develop the village (for further details, see Maharashtra
Planning Department 1992). The government has also introduced a com-
prehensive watershed development program for irrigation works.

Horticulture Program Linked with the EGS. In June 1990 the government
also launched a horticulture program linked with EGS. A plantation can be
established with a minimum of 0.2 hectares of land per beneficiary. The
program will be executed at 100 percent government cost on the lands of
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Scheduled Castes and Scheduled Tribes and small farms per the definition of
the National Bank for Agriculture and Rural Development NABARD).®

Jawahar Wells under the EGS. The Jawahar well scheme is patterned on
India’s Jeevandhara well scheme. It was started by the EGS in September
1988. Under this program, wells are constructed on the land of small and
marginal farmers who fall below the poverty line. However, since Decem-
ber 1991, the scope of this scheme has been widened. Under the modified
scheme, the construction of wells is to be undertaken on the lands of small
farmers as defined by NABARD.

These programs show that EGS made a clear shift in the late 1980s
toward integrating EGS projects with other rural development activities.

Impact of the EGS on Poverty
and Food Security

Does EGS Cover the Target Group?

The effectiveness of the EGS in covering the target group has been de-
bated. Using landless laborers as the criterion for the target group, a study
by the Programme Evaluation Organization (PEO 1980) shows that only
40 percent belonged to the target group under the EGS. Ravallion (1991,
159) questions this criterion and rightly says that ‘it is the poor whom we
are trying to reach, not the landless per se.” According to Ravallion, a
better test would be to compare the income distribution among participants
with that for the rural population as a whole. Using the results of micro-
studies, Ravallion shows that EGS successfully targeted the poor.

Using International Crops Research Institute for the Semi-Arid-Tropics
(ICRISAT) village-level data, a number of studies have examined the
targeting performance of the EGS. Most have concentrated on Shirapur
and Kanzara villages of Maharashtra. Walker and Ryan (1990) show that
wealth in the form of total assets is strongly and inversely related to
participation in the EGS. Their results also reveal that the extent of that
relationship is greater for women than men in both villages. The inverse
relationship is also much stronger in Kanzara, where the opportunity cost
was higher because of an abundant availability of agricultural employ-
ment opportunities.

#The definition of small and marginal farmers, according to the criteria developed by
NABARD, is based on how productive their land is and whether or not they live in
drought-prone arcas.
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Deolalikar and Gaiha (1993) also examine targeting performance in these
two villages. This study indicates that the scheme effectively targets young
female agricultural workers who are household heads, who come from
low-income and low-asset households, and who have low levels of school-
ing. A study by Datt and Ravallion (1992) on these two villages shows that,
in general, low-wealth people participate in the program. However, accord-
ing to this study, there are signs that social stigma and work disabilities offset
targeting performance somewhat. In other words, low-wealth high-caste
people and people with physical disabilities participate less.

The EGS provides employment at a prescribed wage for whomever
wants to work. It is the individual (whether landless poor, low-caste, or
female) who decides whether to participate in EGS after comparing the
EGS wage and her reservation wage. As long as the EGS wage is very low
compared to the market wage and the scheme has the guarantee feature
without rationing, this debate is irrelevant, since targeting will be effective
under these conditions.

However, since the late 1980s, there seems to be some rationing due to
rises in wages. If the rationing is occurring in the selection of workers,
government officials may show taste discriminations similar to private
landlords. But Ravallion, Datt, and Chaudhuri (1993) show that the gov-
ernment has provided jobs relating to low wages and long distances for
rationing the workers. However, these criteria might not have diluted the
self-targeting of the EGS. In other words, these two criteria might not have
induced the nonpoor to join the scheme.

Direct Benefits to the Poor

Mitigation of Underemployment at the Aggregate Level. A World Bank
study (1980) shows that rural unemployment and underemployment in
Maharashtra amounted to roughly 620 million workdays in 1978. EGS
provided about 120 million person-days in 1977/78. EGS thus took care of
about 20 percent of the unemployment and underemployment in the state
in that year. Dev (1992) made calculations regarding the achievement of
EGS in eliminating underemployment for the rural wage-employed in the
state.” Dev concluded that “the scheme was able to eliminate approxi-

“The calculations made by Dev (1992) for 1987/88 data are similar to those made by Osmani
(1991) for the mid-1970s. First, underemployment is estimated for the wage-employed using
the number of days of unemployment per year and the number of wage laborers. This number
comes to around 981 million person-days whereas the EGS employment to the target group
was only 66.7 million person-days. It would thus appear that the scheme was able to eliminate
(roughly) no more than 7 percent of unemployment among this group in 1987/88.
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mately no more than 7 percent of unemployment among this group in
1987/88" (Dev 1992, 46). A study by Osmani (1991) concludes that the
EGS was able to eliminate about one-third of underemployment in the
state. Thus, based on the estimates of various studies at the aggregate level,
it can be concluded that the contribution of the EGS to the reduction in
total unemployment and underemployment in the state varies from roughly
less than one-tenth to one-third. However, the equivalent of 10-30 percent
of full-time employment has an impact on a much larger part of that group
because the EGS employment is considered only supplementary or part-
time employment.

The average labor attendance under the EGS was 0.52 million in the
year 1987/88. In the same year, data from the 43rd round of the National
Sample Survey (NSS) reveal that there were 21.2 million workers (self-
employed as well as wage-employed) above 15 years of age (NSS 1990).
Thus the share of EGS workers among total rural workers was only
2.5 percent in the state. Theoretically, in the absence of the EGS, unemploy-
ment among rural workers would have been up by 2.5 percent.

This is reflected in the trends in unemployment rates for Maharashtra
in Table 5.2. The incidence of unemployment declined much quicker in
Mabharashtra than in India as a whole. The decline was particularly signifi-
cant between 1983 and 1987/88.

Incidence of Rural Poverty. One criticism of the EGS is that, despite the
scheme’s existence, poverty in Maharashtra has not declined more rapidly
than average. A comparison of the incidence of poverty in Maharashtra and
in all India shows that from 1972/73 to 1983, the decline of poverty was
greater in Maharashtra (Table 5.3). Between 1983 and 1987/88, the decline

Table 5.2—Incidence of person-day unemployment in rural
Maharashtra and rural India

Maharashtra All India
Year Male Female Male Female
(percent)
1972/73 7.7 1.7 6.8 112
1977/78 59 93 7.1 92
1983 6.3 72 15 9.0
1987/88 29 35 4.6 6.7

Source: Sarvekshana 1983, 1988, 1990.
Note:  The incidence of person-day unemployment is defined as the ratio of days of unem-
ployment to labor force person-days.
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Table 5.3—Changes in incidence of rural poverty, Maharashtra
and all India

Incidence of Poverty Change in Percentage Points
Year Maharashtra All India Maharashtra All India
(percent)
1972/73 60.6 443 e ..
1977/78 54.1 40.5 -6.5 -43
1983 347 332 -194 -13
1987/88 28.1 25.6 -6.6 -16

Source: Calculated from different rounds of the National Sample Surveys on Consumer
Expenditure.

Note: To obtain state-specific poverty lines, Rs 16 (for Maharashtra) and Rs 15 (for all
India) in 1960/61 prices have been adjusted by the corresponding all-India and
Mabharashtra-specific Consumer Price Indices for Agricultural Laborers.

of poverty in the state was slightly lower than that for all India. The
author’s estimates of the incidence of poverty among agricultural labor
households (not presented here) show that it declined from 64.1 percent in
1977/78 to 44.6 percent in 1983 for Maharashtra, while for all India, the
corresponding figures were 55.9 and 40.7 percent, respectively. The de-
cline of poverty among agricultural labor households was much more rapid
in Maharashtra than in all India. However, given the existing wage rates it
may be difficult for a very poor EGS worker to cross the poverty line
(Acharya 1990).

A look at the trends in the Sen and the Foster-Greer-Thorbecke indices
(which account for the intensity of poverty) for Maharashtra shows an
unsteady decline, with fluctuations (see Dev, Parikh, and Suryanarayana
1991).

Employment and Income under EGS: Microstudies. Tuming to micro-
studies, the employment provision of person-days per person in a year
varies from 25 in PEO (1980) to 160 in Dandekar (1983) (Table 5.4). The
differences in the estimates of the microstudies are due to differences in
sample frame, sampling period, districts or villages covered, and so forth.

A study by Bhende et al. (1992) on Shirapur and Kanzara villages
shows that over the five-year period from 1979/80 to 1983/84, days
worked on EGS represented about 20 percent of the total employment in
Shirapur and 10 percent in Kanzara. The scheme’s effect was smaller in
Kanzara because its agriculture was relatively prosperous. The same study
reveals that the EGS was responsible for absorbing about one-half of the
potential days of unemployment in Shirapur and about one-third in



121

'$3)S8D PIRMYOBQ J9YI0 SUIpnjoul ‘SIqLIL, PIINPIYIS SI LS PUB SASED PINPIYdS SI IS,

.OIqe[IBAR J0U,, S| ‘B'U :ON

L ey 'y 0s 8¢ 1T 88-L861 (1661) ayies
9¢ 08'L soi Ly Ly 33 98-6861 (L861) rerea

1€ 0g’s 143 9% 9 143 98-6861 (8861)
Ij[emued pue eArRYdY
1T (Y x4 'y BUY el ¥8-£861 (8861) "M 'S ‘spuedyssq

ey Ty 0Ll o¥ oy £13 $8-£861 (s861) swmynsuo)
“JeySOpIY pue DAY

ey eu eu ¥y 84 [43 1861 (z661) waunredsq
Suiuueld ‘enysereyeN
ey 00C 0$ £3 §3 §3 LL-9L6l (z861) "A ‘opuedysag
$9 09'¢ 091 (A4 w 34 08-6L61 (€861) Texdpueq
By SL'e LS1 e’y 0t 1 6L61 (6L61) LSSI
ey £6'C ST e’y oy 144 8L-9L61 (0861) 03d
awoduj Ay judwkojdmy jo uopsjndog ui [IELIRLE SPIOYasnoy poLdg SIS

830 03 adem ske@-uossdg ¢S PUE DS jewidas ssajpus Kaaang
uoynqLuo0) jenuuy JO JuRIg pus j[Buig 0} 3uiduopg
IR JURLERIES | STIERYES |

s1310M §97 Jo saSem pue ‘yusmiojdwa ‘uonisoduwrod WO SIIPNISOIIUI JWOS JO SHNSNY—P°S IqEL



122

Kanzara. Datar’s study (1987) shows that the reported contribution of EGS
employment to the total employment of the participants was about 50 per-
cent in the survey villages. Thus, if the results of the microstudies are
accepted, the impact on employment for participating laborers is impres-
sive by any standard.

Impact on Income. As Ravallion (1991) mentions, the EGS has to be judged
by how effective it is in enhancing the incomes of the poor. The results of
microstudies regarding the contribution of EGS to total income are given in
the last column of Table 5.4. It shows a wide variation, from 21 percent in
Deshpande’s study (1988) to 65 percent in Dandekar’s study (1983).
Acharya and Panwalker (1988) compared a sample of 100 households with
workers in the EGS to another sample of 100 households whose members
had never participated in the scheme. The average annual wage income of the
EGS households was Rs 32 higher than the wage income of the non-EGS
households. According to this study, the average contribution of EGS to the
total income of the household was about one-third.

For the households who also have some form of home production or
family enterprise, the concept of total income is difficult to interpret.
Therefore, the share of EGS income to total income has to be interpreted
with caution, at least for these households.

Regarding direct transfers to the poor from the government budget,
Ravallion’s (1991) study shows that the direct gain to the poor (net of
forgone income) is about 30 to 40 percent of the government’s disburse-
ment of the scheme.

Other Indirect Benefits and Stabilization
Benefits to the Poor

It is important to note here that it is not enough to look at the amount of
employment and income directly generated by the EGS. One has to look at
other indirect or so-called ‘‘general equilibrium effects’’ and the stabiliza-
tion benefits of the EGS on the poor.

Secondary or Indirect Benefits.

1. Impact on agricultural growth. One of the important second-round
effects relates to the impact of EGS projects on the incomes of the
scheme’s participants. A criticism of the EGS is that the benefits of
the created assets go to the nonpoor. This observation is certainly
true, but is overplayed. From the point of view of the sustainability
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of the scheme, it is important that some kind of benefits go to the
rich. Moreover, as in the new subschemes, a part of the scheme
should be consciously directed at improvements of land cultivated
by the small and marginal farmers. Even if this is not possible, the
poor could derive some continuing benefits from land improve-
ments. There are different opinions on the effects of EGS-created
assets on agricultural development itself. A recent study by Sathe
(1991), however, demonstrates that the assets created under the
EGS in the surveyed areas have led to positive developments in
agriculture and rural nonagricultural activities. The study reveals
that labor absorption increased in the mainstream and the need for
EGS employment declined in the surveyed areas.
. EGS and agricultural wages. There were complaints that agricul-
ture lost some output due to the diversion of labor to the EGS.
However, as Dréze and Sen (1990, 117) say, “the positive influ-
ences of this displacement (for example, an upward pressure on
local wages) must be evaluated along with the negative ones (for
example, a loss of agricultural output).” The guarantee part of the
EGS increases unskilled laborers’ bargaining strength in private
negotiations with employers (provided that labor-displacing
investment is not near their margin of profitability) (Lipton 1988).

Wages under the EGS are paid at a uniform piece rate for both
male and female workers. Initially, wages were kept below agricul-
tural wages in order not to disrupt agricultural operations. The offi-
cial changes in EGS wage rates over time were due to the interven-
tions of workers’ organizations and court rulings. Maharashtra is
divided into four zones based on minimum wages for agricultural
laborers. Before 1985, the minimum wage, from which the piece rate
was derived, was equivalent to the lowest official minimum wage in
any of the four zones. The government had to revise this policy
following a ruling of the Bombay High Court, which stated that
workers must be paid minimum wages applicable in the zone in
which they were located. As mentioned previously, the minimum
wages for agricultural labor in the state were revised upward again
and doubled from May 1, 1988. In 1993, the minimum wage levels
in the four zones were Rs 12, Rs 14, Rs 16, and Rs 20. Thus, there is
no unique wage for the EGS since wage rates differ depending on the
amount of work and the area in which it is done. However, the
average wage rate at the aggregate level can be obtained by dividing
the total expenditure on wages by the generated person-days.

Real EGS wages and real agricultural wages are given in Ta-
ble 5.5. Acharya (1990) feels that both the EGS and the agricultural
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Table 5.5—Real wages (at 1970/71 prices) paid under the EGS

and prevalent in agriculture, rural Maharashtra,

1975/76-1985/86
g:‘('l'e:"égs‘ Real Agricultural Wages
Year for Both Sexes Male Female
(Rs)

1975/76 1.59 1.79 1.29

1976/77 1.75 2.16 1.42

1977/78 1.95 232 1.57

1978/79 2.19 2.47 1.69

1979/80 2.30 227 1.52

1980/81 2.56 2.34 1.59

1981/82 2.63 226 1.51

1982/83 327 2.66 1.78

1983/84 3.20 2.79 1.84

1984/85 3.06 2.87 1.88

1985/86 3.39 3.75 na.

1986/87 2.77 na. n.a.

Source: Calculated by Acharya (1990) by juxtaposing statistics from the Ministry of Planning,
Government of Maharashtra, and the Labour Bureau’s Cost of Living Indices for
Agricultural Labourers.

Note: n.a. is “‘not available.”

wage data suffer from uniform biases,'® and therefore they may not
represent the real wages in absolute magnitude, though temporal
changes are comparable. Initially, EGS wages were beneath agricul-
tural wages. Since the early 1980s, the EGS wage has climbed above
agricultural wage rates. Recent data on agricultural wages by crop
for the period 1985/86-1989/90, presented in Godbole (1990), also
show that agriculture wages were lower than EGS wage rates.
Acharya (1990) says that, because of the upward bias in the EGS
wage, the actual wage received by the EGS workers may not be
significantly different from the agricultural wages. It may be noted,
however, that EGS wages acted as a floor wage for agricultural
wages until the late 1970s and then, in the 1980s, may have put an
upward pressure on market wages. This upward pressure depends on
whether EGS has been meeting the work guarantee. In other words,
it depends on whether it is true that there is no rationing in the EGS.

19According to Acharya, there is upward bias in the EGS due to the clubbing of expenditures,
such as supply of material and transport costs of animal-drawn carts, within wage expenses.
See Acharya (1989) for upward bias in the data on agricultural wages.
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An important lesson one can learn from the EGS regards the wage
rate that should be set for rural public works programs. The dilemma
to be resolved is whether the wage rate should be below or equal to
the market wage rate or a legally fixed minimum wage (generally
market wages are below minimum level). Initially, the EGS wages
were below market agricultural wages. In 1988, with the doubling of
the statutory minimum wage rate, the EGS piece rates were doubled.
The EGS is now required to pay wages at the statutory minimum
rates, which are higher than market rates. *“This requirement implies
substantial budgetary outlays and potentially high social costs in lost
output from alternative employment’ (World Bank 1990). Ravallion,
Datt, and Chaudhuri (1993) reveal that higher wages led to rationing
of the employment guarantee. They argue that lower wages should be
maintained in order to widen coverage; broad coverage, they argue,
helps the poor more than rationing as a result of higher wages. There
is some merit in the low-wage argument if one wants to concentrate
on reducing the intensity of poverty. Ravallion, Datt, and Chaudhuri
(1993) also show that after the increase in 1988, the EGS wages did
not have an effect on agricultural wages. Rationing of the EGS also
dampened the expected second-round income effects arising through
the agricultural labor market and the insurance provided by the em-
ployment guarantee.

3. Elimination of taste and statistical discriminations. Foster and
Rosenzwieg (1992), based on ICRISAT data, show that taste dis-
crimination (which occurs when employers have a preference for
employing certain kinds of workers) and statistical discrimination
(which occurs when, among laborers with the same productivity,
women are paid less) can be eliminated from agriculture labor
markets in public employment programs like EGS.

4. Social (nonincome) benefits. EGS works have had a considerable
impact on the social life of workers. Concentrating large number of
workers in one place in similar conditions increases their interaction
and helps to break down social differences. This can help expand
the social awareness of workers belonging to various castes. The
EGS also discourages sexual barriers to work and public activity,
such as excluding women from certain wage rates. The large num-
bers of women on work sites has instilled confidence among them.
Women’s economic power has accorded them higher status in their
families (Datar 1987).

Stabilization Benefits. One of the most important aspects of the EGS is its
seasonal stabilization effects on the income of the poor. Reducing fluctua-
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Table 5.6—Labor attendance under the EGS, by year and month

Month 1985/86 1986/87 1987/88 1988/89  1989/90 199091
(1,000)
April 731 686 957 535 534 331
May 820 765 940 532 532 347
June 748 740 769 333 332 297
July 515 621 523 174 173 148
August 475 523 411 129 129 114
September 587 482 357 80 110 90
October 549 420 227 85 97 84
November 505 374 266 90 96 75
December 696 494 361 151 123 104
January 649 601 446 182 186 190
February 639 739 472 238 246 247
March 668 1,061 493 309 307 253

Source: Data provided by Government of Maharashtra, Provisional Planning Department.

tions in income can be as important to the poor as raising average incomes.
Stabilization can prevent acute distress and preempt the need for costly forms
of adjustments, such as selling productive assets. In other words, even if the
increase in employment and income is not very large compared with the
aggregate need, the existence of any form of income/employment insurance
could be quite significant. Table 5.6 shows that EGS is complementary to
agricultural employment in the sense that EGS employment is high in the
lean season (April to July) and low in the peak season (October to January).
Bhende et al. (1992) reveal that in Shirapur Village, the two employment
profiles appear to be strongly and negatively associated for men (r = -0.68)
and for women (r = —0.64). In Kanzara Village, however, the association
between the two employments shows weak complementarity (r = —0.33 for
men and r = —0.40 for women). Walker and Ryan (1990) show that the risk
benefits are quite high under the EGS. Landless labor households in Shirapur
and Kanzara villages, where the EGS has operated since 1977, had about
50 percent less variable income streams than those in Aurepalle, where
village employment guarantee programs were not available.

The extent to which EGS serves this insurance function in practice, and
how valuable it is, depends on factors such as the ease with which employ-
ment can be obtained and on the costs of alternative mechanisms of coping
(for example, credit).'!

personal communications with Jean Dréze, 1994.
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Effects of the EGS on Food Security
and Nutrition of the Poor

What role has EGS played in providing food security and nutrition (inter-
and intrahousehold) to the poor? Some indirect evidence on these issues is
documented here since direct evidence is not available.

Food security in this context means a ‘‘household’s permanent access
to food in sufficient quantity and quality for an active and healthy life”’
(von Braun et al. 1992).

EGS seems to have played an important role in combating seasonal
malnutrition among poor households by providing employment in the
off-season or in the drought years or both when there is nutritional defi-
ciency (Subbarao 1992). It has already been noted that there was a decline
in income variability due to EGS and this could be expected to have a
significant impact on seasonal malnutrition. Walker and Ryan (1990) and
Bhende et al. (1992) show that the laborers in EGS villages had income
streams that were almost 50 percent less variable than those of laborers in
non-EGS villages. This finding indicates that the size of risk benefits is
substantial, which is important for reducing seasonal malnutrition in poor
households. So far, no one has been able to demonstrate that such risk
benefits can be conferred more cost-effectively than via other interventions
(Subbarao 1992). Walker and Ryan (1990) also suggest that measures to
increase and stabilize consumption expenditure across years will do more
to raise nutrient intakes than efforts to enhance income per se.

Sometimes it is difficult to draw conclusions about the nutritional
impact of EGS because some evidence exists at the micro level that better-
nourished laborers participate in the EGS projects. Deolalikar and Gaiha
(1993) examined the determinants of EGS participants (particularly
women) using the ICRISAT village-level data. Their conclusions include
the following:

Height plays an important role in determining participation in the EGS for
both males and females. Insofar as height is correlated with better nutrition
and strength, the significance of stature suggests that individuals with better
nutritional status and greater strength and stamina self-select themselves into
the EGS. This could occur because the EGS pays piece wage rates, thereby
implicitly placing a premium on strength, briskness, and dexterity. Abler
individuals who can perform a given task more briskly end up earning higher
wages per unit of time than other individuals under the scheme. The fact that
height continues to be a significant determinant of participation in the paid
labor force suggests that the ability to draw taller and better nourished
individuals is a characteristic that is unique to EGS employment. (Deolalikar
and Gaiha 1993, 22-23).



128

This study also shows that the agricultural laborers who participate in
EGS are, in general, taller than the participating farmers from small or
large farms.

It is not clear whether ICRISAT village-level data are representative of
all of Maharashtra. There is reason to doubt it, since the study by Deolalikar
and Gaiha shows that female participation under EGS in the two villages
was much lower than that of males. All other field studies have shown that
EGS attracts female participation.

Intrahousehold Food Security. There is no direct evidence regarding the
effect of EGS on intrahousehold inequalities in food security; female
participation can be used as a proxy for increase in nutrition among women
and children (see Dréze and Sen 1990). It is worth noting that in rural
Mabharashtra, the EGS is known as a women’s program. Estimates on the
proportion of women in the EGS vary: PEO (1980) finds a 39 percent
share; Dandekar (1983), 51 percent; ISST (1978), from 49 to 80 percent;
and Datar (1987), from 45 to 64 percent. These large percentages could be
due to the predominance of female labor in casual unskilled work in rural
areas. A recent study by Datar (1990) examining the effect of EGS on
women indicates that EGS supplies a core income to many women.

Gopalan (1983) suggests that marginal increases in the incomes of men
will not automatically be reflected in better health and nutritional status of
mothers and children. In the Punjab and Andhra Pradesh, he observes that,
in the absence of efforts to channel increased income toward the improve-
ment of health and nutrition, income is often frittered away by the men on
alcoholic drinks, while infant mortality rates remain high in these regions.
Gopalan advocates that in all rural development programs, a portion of the
budget should be earmarked to ensure that the benefits of the increased
income are directed toward the upgrading of the health and nutritional
status of mothers and children.

Little is known, however, about the social cost of women’s participa-
tion in the EGS, that is, the resultant effects on child care and health.
Deolalikar and Gaiha (1993) show that having children has not affected
women’s participation in the EGS. The provision of créches (day nurser-
ies) at EGS sites could be promoting female participation in the scheme.
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A Review of Leakages, Opportunity Costs,
Delivery, and Recipient Systems

Leakages under the EGS

Leakages under EGS can be divided into two categories: employment
leaks to nontarget groups and misappropriation of EGS funds by imple-
mentive agencies. As already noted, employment leakage is not high under
the EGS: studies show that more than 90 percent of the beneficiaries are
poor (Dandekar and Sathe 1980). The second type of leakage presents the
real danger. In Type 1 leakage, at least, employment is created, but in
Type 2 leakage, no employment takes place. Corrupt practices can cause
heavy leakage even before the resources reach the work site. Since its
inception, corruption in the EGS has been an issue of major-concern. An
investigation by the state’s finance minister found 341 cases of corruption
at the end of 1983. Corruption occurs mostly through wage manipulation
and falsification of expenditures. Compared with other antipoverty pro-
grams in India, however, EGS is better administered. The press can play an
important role here in reducing the misappropriation of funds under the
EGS by bringing about transparency.

Opportunity Cost of the EGS

What is the opportunity cost of the resources that are spent on the scheme?
Would the short- and long-term effects have been different if the govern-
ment had invested the resources in other ways? These issues are not widely
recognized in the literature. The net impact of a project on the economy as
a whole through direct and indirect effects cannot be captured through
benefit-cost analysis of individual projects.

A general equilibrium approach is required to capture these effects.
Such estimates are not available for the EGS in Maharashtra. But there are
some estimates at the national level calculated by Narayana, Parikh, and
Srinivasan (1991) and Parikh and Srinivasan (1993).'* These may be the
only works on India or elsewhere that analyze trade-offs among other
policies and RWPs.

To compare the effectiveness of some policy interventions in alleviat-
ing poverty and hunger, Parikh and Srinivasan (1993) use counterfactual
policy simulations with a sequential applied general equilibrium model of
the Indian economy for the period 1980-2000.

124150 see Srinivasan (1989) and Parikh and Suryanarayana (1992).
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The authors consider three broad sets of policies:

1. an untargeted policy of subsidizing part of the food consumption of
the entire population, including the poor;

2. atargeted policy of providing additional employment opportunities
for the rural poor; and

3. an indirect policy of subsidizing fertilizer or, alternatively, increas-
ing the area irrigated to augment food production.

The study shows that among these three sets of policies, a targeted rural
works program that is well designed and executed has the greatest effect
on the poor.

The effect of alternative RWPs on growth of the economy and on the
welfare of the rural poor can be seen in Table 5.7. The policy of rural works
programs, denoted by RW, is introduced in the model analysis from the year
1980. Comparing a free-food scenario with alternative RWPs, Table 5.7
confirms that a well designed, executed, and targeted RWP not only im-
proves the welfare of the rural poor substantially, but the economy grows
slightly faster (because of the additional investment in rural works)—pro-
vided the resources needed for the RWP are raised through additional
taxation. The study suggests that indirect poverty alleviation policies of
subsidizing fertilizers or augmenting irrigation have only modest effects on
growth and poverty.

While the estimates by Parikh and Srinivasan do overcome the limita-
tions of partial analyses, they have other shortcomings. As Parikh and
Srinivasan mention in their study, labor is not formally treated as a factor of
production in any of the 10 sectors. This omission is a major limitation
because RWPs are essentially interventions in the labor market. Also, there
are ad hoc assumptions regarding leakages in the RWPs. The study consid-
ers leakages only in the wage component going to laborers. It may be
mentioned that opportunity cost is also a part of the nonwage component of
the funds. In other words, Type 2 leakage is not incorporated in their model.

Delivery and Recipient Systems

The framing of rules and enactment of laws is no guarantee of the effective
delivery of EGS benefits. Delivery of benefits can be assessed relative to
guarantee of employment, improvement of the incomes of beneficiaries
(through wages adjusted to work accomplished), and creation of produc-
tive assets for rural development.

Elaborate arrangements are made to deliver the EGS benefits to the
recipients. The Revenue Department must be prepared to provide work on
demand, but it is the departments of irrigation, agriculture, forestry, and
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others that draw up advance plans for works in villages and then, on
instruction, execute individual projects using EGS labor. Official instruc-
tion, informal guidelines, extensive monitoring, unscheduled field visits,
vigilance tours by officials at various levels, and the advisory and supervi-
sory roles of nonofficial statutory committees are all part of delivering the
EGS benefits.

What distinguishes EGS from other rural employment programs is the
statutory work guarantee. However, sometimes the ‘‘guarantee’ and the de-
livery systems are not effective due to design and implementation factors.'®

The delivery system is much better in areas where voluntary organiza-
tions are active. Deshpande’s (1988) study on Jawahar Taluka of Thane
District shows that the existence of a labor organization improved the
delivery of the EGS benefits. The scheme was implemented differently in
various parts of the taluka, depending on whether a labor organization was
present. Other benefits of a labor organization include the following:

1. The organization helped spread awareness of the scheme among the
poor and illiterate laborers.

2. It mobilized laborers to demand that the administration provide
employment.

3. To an extent, it checked malpractice and leakages from the scheme and,
on some occasions, helped the administration provide employment.

Deshpande’s study also brought out the limitations of organizations
in raising consciousness beyond the elementary level of making demands
for the provision of employment. A study by Acharya (1990) also under-
lines the importance of voluntary organizations in delivering EGS benefits
to recipients.

EGS Compared with Other

Antipoverty Programs

According to various evaluations, the EGS has performed much better than
other antipoverty programs in India, such as the National Rural Employment
Program, the Rural Landless Employment Guarantee Program, and the Inte-
grated Rural Development Program.'* Although all the antipoverty programs
are designed to provide a safety net, the EGS has been more successful than
the others in controlling the type of works executed and the quality of
implementation. None of the other programs has sustained large-scale opera-

13See Dev 1992 for details.
V4See, for example, Acharya 1990 and World Bank 1989.
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tions for a lengthy period or dealt with corruption and other administrative
problems as effectively as the EGS (World Bank 1989).'3 Still, there is a lot
of room for improvement in the EGS’s performance.

Conclusions

The Maharashtra Employment Guarantee Scheme (EGS) has been in exist-
ence for 20 years. Urban-based finance and broad support for the EGS have
contributed to the sustainability of the scheme. One-half of the resources
for the EGS budget is provided by taxes on the urban population. The EGS
is one of the state’s most popular programs. It has gained widespread
support because it offers something for everybody: the urban middle class
and rich, the rural rich, politicians, the rural poor, and intermediate groups.

e The urban middle class and the rich pay for the EGS because they
want to reduce overcrowding; rural employment opportunities are
expected to restrict rural-urban migration.

e The rural rich support the program because they benefit from the
assets created by the scheme. This may be one of the most important
reasons for the sustainability of the EGS in Maharashtra.

o Politicians expect to receive political support because of the popu-
larity of the scheme.

o Rural laborers support the program because they receive direct and
indirect benefits from the scheme. Also, the number of potential
participants in and supporters of the rural public works scheme may
be larger than the actual number of participants at any one date
(Ravallion 1991). In other words, many who rarely participate still
value the scheme’s insurance benefits.

o Intermediate groups, such as bureaucrats, support the scheme because
they can claim responsibility for its success. For example, district
collectors want to get credit for the benefits EGS provides in their
districts.

But maintenance and utilization of assets created under EGS are often
far from satisfactory. There are two problems in ensuring adequate main-
tenance. First, there has been considerable administrative delay in handing
over completed works to the Zilla parishads (district councils) for mainte-
nance. Second, when the works are handed over, local bodies have often

I5In their reviews of poverty programs in developing countries, Osmani (1991) and Ravallion
(1991) also feel that the performance of the EGS is better than that of other programs.
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not allocated resources for maintenance of the EGS assets. Consequently,
maintenance of assets is neglected. Acharya (1990) summarizes evaluation
reports. Collectively, these reports show that the utilization of assets has
not been uniformly satisfactory in all districts. A study by Sathe (1991),
however, finds that the assets created under the EGS in the surveyed areas
have led to positive developments in agriculture and rural nonagricultural
activities. Other RWPs can learn lessons from EGS by studying its suc-
cesses and failures in the maintenance and utilization of assets.

The following represent some of the specific conclusions of this evalu-
ation of the EGS:

1. Over time, the composition of workers, composition of assets, wage
rates, and employment have changed.

o There has been a gradual increase in the percentage of women
and a decline in the percentage of backward castes participat-
ing in the EGS.

e Roads have assumed a large share of assets, rising from about
6 percent of the total assets in 1974/75 to about 40 percent in
1985/86.

o A major policy change in wage rates occurred in May 1988. In
the early 1970s, EGS wages were less than market wages.
Beginning in 1988, EGS wages were raised over market wages.

Some studies show that the decline in employment in the late
1980s was due to rationing, which, in turn, was due to an increase
in wages.

2. Since the late 1980s, the government has changed the thrust of the
scheme by introducing subschemes such as Village Development
through Labor, Horticulture Program, Jawahar Wells, and so forth,
which are supposed to integrate the EGS projects with the other
rural development activities.

3. How effective EGS has been in its coverage of the target group has
been debated. Using landlessness as the criterion, some studies have
shown that only 50 percent belonged to the target group. Other
studies, using poverty criterion, reveal that the EGS targets the poor
effectively. As long as the EGS wage is very low relative to the
market wage and the scheme has the guarantee feature without
rationing, this debate appears gratuitous. The debate acquires rele-
vance only when there is rationing of workers.

4. Turning to the direct benefits, the contribution of the EGS to the
reduction of total unemployment or underemployment at the macro
level in Maharashtra varies from 10 to 30 percent, depending on
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assumptions and years selected. According to microstudies, the
employment provision of person-days in one year varies from 25 to
160 days. The same microstudies reveal that the share of total
income that comes from EGS (microstudies) has ranged from one-
third to two-thirds. Although EGS income may not have allowed
participants to ‘“‘cross the poverty line,” it has helped reduce the
intensity of poverty.

. The case for the EGS relies more heavily on secondary (or indirect)

and stabilization benefits, rather than on direct benefits. EGS proj-
ects seem to have second-round effects on the incomes of the poor
(although opinions are divided on this). There is evidence that the
EGS wage rate has influenced the agricultural wage rate in the state.

. The importance of the EGS lies in its guarantee of work. By making

employment an entitlement, the EGS facilitates collective political
action by the poor, and promotes realization of their common inter-
ests. The scheme makes rural politicians more responsive to the
demands of the poor. Taste and statistical discriminations that are
prevalent in agricultural labor markets can be avoided in a public
employment program like the EGS. The EGS works have also had
a considerable effect on the social life of the workers.

. One of the most important effects of the EGS is seasonal stabiliza-

tion of the incomes of the poor. There is evidence that the insurance
benefits that result from the scheme are quite significant to the poor.
Reduction in income fluctuations can prevent acute distress to the
poor and preclude the need for costly forms of adjustment, such as
selling productive assets.

. There is no direct evidence on the impact of the EGS on food

security and nutrition. The indirect evidence, however, indicates
that the EGS played an important role in combating seasonal mal-
nutrition of poor households by providing employment in the off-
season and in the drought years when nutritional deficiency was
widespread. If women’s participation is used as a proxy for raising
the nutritional status of household members, EGS seems to have
reduced intrahousehold inequalities in nutrition.

. Some studies based on ICRISAT village-level data show that height

(a proxy used for nutrition) plays an important role in determining
participation in the EGS for both males and females. It is not clear
whether ICRISAT village-level data represent the whole of
Maharashtra. One study by Deolalikar and Gaiha (1993) showed
that the female participation under EGS in the study villages was
much lower than those for males. But this study many not be
representative, since all other field studies have shown that the
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percentage of females under EGS was equal to or greater than that
of males.

Regarding leakages, Type 1 leakage (employment going to non-
target groups) is not high under the EGS. The real danger lies in
Type 2 leakage—of the misappropriation of funds by the imple-
menting agencies and the politicians. Corruption is lower in the
EGS than in other antipoverty programs, however. EGS is better
administered than other programs.

What is the opportunity cost of the resources that are spent on the
scheme? Estimates for Maharashtra state are not available. Narayana,
Parikh, and Srinivasan (1991) and Parikh and Srinivasan (1993),
however, provide estimates at the national level. These studies
compare the impact of food production subsidies, food consump-
tion subsidies, and employment subsidies on poverty and hunger.
The results show that among these three sets of policies, a well-
targeted and efficiently executed RWP has the greatest impact on
the poor. Some of the limitations of these studies (particularly the
absence of a labor market) were discussed above. Extensions of this
model can correct some of these limitations.

The rest of the states in India and other Asian and African countries
could learn much from the experience of the EGS regarding the size
of the program, the fixing of wage rates, how to achieve sustainability
of the program, finance, the role of voluntary organizations, impact
on famine prevention, and so forth. Finance provided by the urban
areas and universal support, particularly the support of the rural rich,
seem to be the main reasons for the sustainability of the scheme in
Maharashtra.

Finally, the EGS has reduced the intensity of poverty and in-
creased the food security of many households in Maharashtra. It
may, however, be noted that one cannot expect the EGS to eradicate
poverty in rural areas, since the scheme tends to bypass certain
sections of the population. Therefore, along with the EGS, other
programs that promote self-employment, improve the productivity
of agriculture through development, and promote adoption of suit-
able dryland technologies and programs (old-age pension schemes,
child nutrition, and other health improvement schemes) should be
simultaneously implemented.



138

REFERENCES

Abraham, A. 1980. Maharashtra’s Employment Guarantee Scheme. Eco-
nomic and Political Weekly 15 (6): 1339-1342.

Acharya, S. 1989. Agricultural wages in India: A disaggregated analysis.
Indian Journal of Agricultural Economics 44 (2): 121-139.

. 1990. Maharashtra Employment Guarantee Scheme: A study of
labour market intervention. Delhi: International Labour Office-Asian
Regional Team for Employment Promotion.

Acharya, S., and V. G. Panwalker. 1988. The Employment Guarantee
Scheme in Maharashtra: Impact on male and female labour.
Regional Research Paper. Bangkok: Population Council.

Ahluwalia, M. S. 1990. Policies for poverty alleviation. Asian Develop-
ment Review 8 (1): 111-132,

Bagchee, S. 1984. Employment Guarantee Scheme in Maharashtra. Eco-
nomic and Political Weekly 25 (41): 1975-1982.

Bandopadhyay, D. 1988. Direct intervention programmes for poverty alle-
viation. Economic and Political Weekly 23 (26): A77-A88.

Basu, K. 1981. Food for work programmes: Beyond roads that get washed
away. Economic and Political Weekly 16 (1):37-40.

____.1990. The elimination of endemic poverty in South Asia: Some
policy options. In The political economy of hunger, vol. 3, ed. J.
Dréze and A. Sen, 347-376. Oxford: Clarendon Press.

Besley, T., and S. Coate. 1992. Workfare vs. welfare: Incentive arguments
for work requirements in poverty alleviation programmes. American
Economic Review 82: 249-261.

Besley, T., and R. Kanbur. 1993. Principles of targeting. In Including the
poor, ed. M. Lipton and J. van der Gaag, 67-90. Washington, D.C.:
Johns Hopkins University Press for the World Bank.

Bhatt, T. 1991. Employment programmes: An assessment. Economic
Times 31 (209): 10.

Bhende, M. J., T. S. Walker, S. S. Leiberman, and J. V. Venkatram. 1992.
The EGS and the poor: Evidence from longitudinal village studies.
Economic and Political Weekly 28 (13): A19-A28.



139

Braun, J. von, T. Teklu, and P. Webb. 1991. Labour-intensive public works
Jor food security: Experience in Africa. IFPRI Working Papers on
Food Subsidies 6. Washington, D.C.: International Food Policy
Research Institute.

Braun, J. von, H. Bouis, S. Kumar, and R. Pandya-Lorch. 1992. Improving
Jood security of the poor: Concept, policy, and programs. Washing-
ton, D.C.: International Food Policy Research Institute.

Dandekar, K. 1983. Employment guarantee scheme: An employment
opportunity for women. Pune: Gokhale Institute of Politics and Eco-
nomics.

Dandekar, K., and M. Sathe. 1980. Employment guarantee scheme and
food for work programme. Economic and Political Weekly 25 (15):
707-713.

Dandekar, V. M. 1986. Agriculture, employment, and poverty. Economic
and Political Weekly 38, 39 (25): A90-A100.

Dantwala, M. L. 1978. Some neglected issues in employment planning.
Economic and Political Weekly 23 (6 and 7): 291-294.

Datar, C. 1987. Revaluation of the Employment Guarantee Scheme,
Maharashtra. New Delhi: Institute of Social Studies Trust.

. 1990. Maharashtra Employment Guarantee Scheme. Bombay:
Tata Institute of Social Sciences.

Datt, G., and M. Ravallion. 1992. Behavioral responses to work fares:
Evidence for rural India. Washington, D.C.: World Bank.

Deolalikar, A., and R. Gaiha. 1993. Targeting of rural public works: Are
women less likely to participate? Discussion Paper Series 93-05.
Seattle, Wash., U.S.A.: Institute for Economic Research, University
of Washington.

Deshpande, S. K. 1988. Local-level management of a rural antipoverty
programme: A case study of the Employment Guarantee Scheme of
Maharashtra. A dissertation submitted in partial fulfillment of the
requirements of the Fellow Programme in Management, Indian Insti-
tute of Management, Bangalore.

Deshpande, V. D. 1982. Employment guarantee scheme—Impact on pov-
erty and bondage among tribals. Pune: Tilak Maharashtra
Vidyapeeth.



140

Dev, S. M. 1992. Poverty alleviation programmes: A case study of
Maharashtra with emphasis on employment guarantee scheme. Dis-
cussion Paper 77. Bombay: Indira Gandhi Institute of Development
Research.

Dev, S. M,, K. S. Parikh, and M. H. Suryanarayana. 1991. Rural poverty in
India: Incidence, issues, and policies. Discussion Paper 55. Bombay:
Indira Gandhi Institute of Development Research.

Dréze, J. 1990. Famine prevention in India. In The political economy of
hunger, vol. 2, ed. J. Dréze and A. Sen, 13-122. Oxford: Clarendon
Press.

Dréze, J., and A. Sen. 1990. Hunger and public action. Oxford: Clarendon
Press.

Echeverri-Gent, J. 1988. Guaranteed employment in an Indian state. The
Mabharashtra experience. Asian Survey 28 (12): 1294-1310.

Ezekiel, H., and J. C. Stuyt. 1990. Maharashtra Employment Guarantee
Scheme: Geographical distribution of employment. Economic and
Political Weekly 25 (26): A80-A86.

Foster, A. D., and M. R. Rosenzweig. 1992. Information flows and dis-
crimination in labor markets in rural areas in developing countries.
Proceedings of the World Bank Annual Conference on Development
Economics 1992, 173-204. Washington, D.C.: World Bank.

Gaiha, R. 1991. Poverty alleviation programmes in rural India: An assess-
ment. Development and Change 22 (1): 117-154.

Godbole, M. 1990. Rural employment strategy: A quest in the wilderness.
Bombay: Himalaya Publishing House.

Gopalan, C. 1983. Promoting child health and nutrition in India. Food
Policy 8 (1): 23-30.

Herring, R. J., and R. M. Edwards. 1983. Guaranteeing employment to the
rural poor: Social functions and class interests in Employment Guar-
antee Scheme in western India. World Development 11: 575-592.

Hirway, 1., P. H. Rayappa, T. Shah, I. Khanna, N. Deshinga Raj, and
S. Acharya. 1990. Report of the study group of anti poverty pro-
grammes. New Delhi, India: National Commission on Rural Labour.

ISST (Institute of Social Studies Trust). 1979. Impact on women workers:
Maharashtra Employment Guarantee Scheme, A study. New Delhi.



141

Kakwani, N., and K. Subbarao. 1990. Rural poverty in India, 1973-86.
Policy Research and External Affairs Working Papers WPS 526.
Washington, D.C.: World Bank.

Leiberman, S. 1984. Maharashtra’s Employment Guarantee Scheme: A case
study of an employment security program in an Indian state. A paper
prepared for the Conference on Population Growth and Labour Absorp-
tion in the Developing World 1960-2000, July 1- 6, Bellagio, Italy.

Lipton, M. 1988. The poor and the poorest: Some interim findings. World
Bank Discussion Papers 25. Washington, D.C.: World Bank.

Maharashtra Planning Department. 1979. The Employment Guarantee Act
No. XX of 1978. Bombay: Maharashtra Planning Department.

___. 1981. Employment Guarantee Scheme: A compendium of orders.
Bombay: Maharashtra Planning Department.

__ . 1992. Employment Guarantee Scheme. Bombay: Maharashtra
Planning Department.

M. H. J. 1980a. Who pays for and who gains from EGS? Economic and
Political Weekly 17 (31): 1226-1228.

. 1980b. Maharashtra II: Employment Guarantee Scheme: An
evaluation. Economic and Political Weekly 17 (49): 2034-2045.

Narayana, N. S. S., K. S. Parikh, and T. N. Srinivasan. 1991. Agricultural
growth and redistribution of income: Policy analysis with a general
equilibrium model of India. Bombay: North Holland-Allied Publishers.

NSS (National Sample Survey). 1990. Results of the fourth quinquennial
survey of employment and unemployment. Sarvekshana, special issue.

Osmani, S. R. 1991. Social security in South Asia. In Social security in
developing countries, ed. E. Ahmad, J. Dréze, J. Hills, and A. Sen,
305-355. Oxford: Clarendon Press.

Parikh, K. S., and T. N. Srinivasan. 1993. Poverty alleviation policies in
India: Food consumption subsidy, food production subsidy, and em-
ployment generation. In Including the poor, ed. M. Lipton, and J. van
der Gaag, 392-410. Washington, D.C.: Johns Hopkins University
Press for the World Bank.

Parikh, K. S., and M. H. Suryanarayana. 1992. Food and agricultural
subsidies: Incidence and welfare under alternative schemes. Journal
of Quantitative Economics 8 (1): 1-28.



142

PEO (Programme Evaluation Organization). 1980. Joint evaluation report
on Employment Guarantee Scheme in Maharashtra. New Delhi: Pro-
gramme Evaluation Organization, Planning Commission.

Rath, N. 1985. Garibi Hatao: Can IRDP do it? Economic and Political
Weekly 20 (6): 131-140.

Ravallion, M. 1990. On the coverage of public employment schemes for
poverty alleviation. Journal of Development Economics 34 (1/2):
57-80.

___.1991. Reaching the rural poor through public employment, argu-
ments, evidence, and lessons from South Asia. The World Bank
Research Observer 6 (2): 153-175.

Ravallion, M., G. Datt, and S. Chaudhuri. 1993. Does Maharashtra’s
Employment Guarantee Scheme guarantee employment? Effects of
the 1988 wage increase. Economic Development and Cultural
Change 42 (2): 251-276.

RDC and Kirloskar Consultants. 1985. Impact of EGS on women workers.
Pune. Mimeo.

Reynolds, N., and P. Sunder. 1977. Maharashtra’s EGS: A programme to
emulate? Economic and Political Weekly 12 (29): 1148-1149.

Sarvekshana (Journal of the National Sample Survey Organization). 1983.
Vol. 6 (no. 3).

— . 1988. Vol. 11 (no. 4).
. 1990. Special issue.

Sathe, M. D. 1991. Rural employment and Employment Guarantee
Scheme in Maharashtra. Vijayanagar, Pune, Maharashtra: Develop-
ment Group.

Sen, A. K. 1975. Employment, technology, and development. Oxford:
Clarendon Press.

Srinivasan, T. N. 1989. Food aid: A cause of development failure or an
instrument for success? The World Bank Economic Review 3 (1):
39-65.

Subbarao, K. 1992. Interventions to fill nutrition gaps at the household
level: A review of India’s experience. In Poverty in India: Research
and policy, ed. B. Harriss, S. Guhan, and R. H. Cassen. Bombay:
Oxford University Press.



143

Subramaniam, V. 1975. Parched earth: The Maharashtra drought 1970~
73. Bombay: Orient Longman.

Tilve, S., and V. Pitre. 1980. Employment guarantee scheme and food for
work: A comment. Economic and Political Weekly 15 (47): 1988~
1989.

United Nations Development Programme. 1993. Human development
report. New York: Oxford University Press.

Walker, T. S., and J. G. Ryan. 1990. Village and household economies in
India’s semi-arid tropics. Baltimore, Md., U.S.A.: Johns Hopkins
University Press.

World Bank. 1980. World development report 1980. New York: Oxford
University Press.

__ . 1989. India: Poverty, employment, and social services. A World
Bank Country Study. Washington, D.C.: World Bank.

. 1990. World development report 1990. New York: Oxford Univer-
sity Press.




6

LABOR-INTENSIVE PUBLIC WORKS:
THE EXPERIENCE OF BOTSWANA
AND TANZANIA

Tesfaye Teklu

This chapter presents a review and assessment of the experience of labor-
intensive public works programs in Botswana and Tanzania. The
Botswana case represents a more advanced experiment with labor-intensive
public works programs in Sub-Saharan Africa. Regular labor-intensive
public works programs like the one in Botswana are integral components
of a national development planning framework. The regular programs
expand in times of drought to generate temporary employment for house-
holds experiencing drought-induced income shortfalls. Tanzania’s LIPWP
represents major donor-driven experimentation in Africa to generate
employment and create assets. '

This review focuses on the link between labor-intensive public works
and household food security. These works programs are driven by a demand
for the creation of productive assets and the generation of employment on
the part of national planners and donors at the national level. Income
generated through creation, utilization, and maintenance of public goods is
linked to improved household food security. The food security outcome is
conditioned by the public policy environment, particularly employment and
wage policies; the functioning of the labor market; program-level parame-
ters (choice of goals, choice of factor mix and technology, employment and
wage policy, targeting rules, and so forth); and behavioral response at the
household level (decision to participate, employment and income effects,
and consumption response).

The chapter begins with a discussion of trends in labor market parame-
ters, poverty, and food security that lay behind the increasing demand for
labor-intensive public works in the 1980s. It then reviews the major labor-
intensive public works programs in Botswana and Tanzania, focusing on the
design and implementation of key program parameters. The effectiveness of
public works programs’ targeting of the poor and the programs’ effect on
household food security is discussed next. Evidence from the 1991/92
household survey by the International Food Policy Research Institute
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(IFPRI) in Botswana is presented to show the short-term impact of a
labor-intensive program on employment, income, and consumption at the
household level. The chapter concludes by highlighting outstanding issues
that require further policy consideration to improve and expand, in a cost-
effective manner, poverty-focused labor-intensive public works programs.

Labor, Poverty, and Food Security

Demography and the Labor Force

Botswana and Tanzania are experiencing rapid population growth. In the
1980s, annual population growth averaged 3.5 percent in Botswana
(Botswana CSO 1991) and 2.8 percent in Tanzania (Tanzania, Bureau of
Statistics 1991). Population growth is higher in urban areas. For example,
Gaborone, the capital of Botswana, averaged 8.4 percent, and Dar es
Salaam, the capital of Tanzania, averaged 4.8 percent per year. By 1991,
urban areas and large villages in Botswana accounted for 43.3 percent of
the population (Botswana CSO 1991).

A sizable percentage of the population in each of the countries is below
working age. The 1990/91 labor force survey for Tanzania indicated that
60 percent of the population is outside the working age bracket of 15 to 65
(Tanzania, Bureau of Statistics, undated). The 1984/85 labor survey for
Botswana (Botswana CSO 1986) showed that the combined proportion of
the young and the old who were not of working age was much greater in
rural areas (63.9 percent) than urban areas (45.8 percent).

Labor force participation rates are, not surprisingly, much higher
among those in the prime working age group than those outside of it. In
rural Tanzania, they average at least 88 percent in the age group 15 to 65.
The female participation rate in Botswana tends to be lower (65.9 percent)
than the male participation rate (78.7 percent). In general, participation
rates tend to be lower in urban areas, particularly among women, but there
is an upward trend in the rates in urban areas (Van Demoortele 1991).

Growth in the size of the labor force is bound to accelerate in these
countries for the foreseeable future due to continuing high population
growth, a large presence of youthful labor outside the labor force, and an
upward trend in labor force participation rates (urban female in particu-
lar). For Tanzania, for example, growth in the labor force averaged
2.8 percent per year in the 1980s, and is projected to expand to 3.3 percent
in the 1990s (ILO 1991). For these countries, labor demand must grow to
match the growth in labor supply—if falling wages or an increase in self-em-
ployment are to be prevented.
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Economic Growth and Employment

Botswana is the fastest growing economy in Sub-Saharan Africa. Over the
last decade and a half, it averaged an 8.8 percent annual growth rate of real
gross domestic product (GDP) per capita (Botswana MFDP 1991). This
was largely attributable to rapid growth in the mining subsector (22.1 per-
cent) and the tertiary sector (9.5 percent), which together accounted for 93
percent of the GDP. Agriculture, which employed 70 percent of the labor
force, showed a marked decline in share of GDP.

While the decline in agricultural growth appears to have caused little
difference in overall growth in Botswana, the same is not true for Tanza-
nia. The country averaged a 3.0 percent annual growth in per capita GDP
between 1962 and 1967. Growth in the agriculture sector during 1962-67,
particularly in export crops, spurred the rapid growth in national income
(Coulson 1982). Economic growth tapered off during the 196785 period,
when public policy shifted toward the implementation of socialist objec-
tives and the economy experienced a series of crises: severe drought in
1973-74, the first oil shock in 1974, massive forced villagization programs
in 1974-76, the war with Uganda in 1978-79, and the second oil shock in
1979. Average annual per capita GDP growth was 1.9 percent during
1972-79, and -1.4 percent during 1979-84 (the largest drop in growth
occurred in 1983, when the per capita GDP growth rate was —5.7 percent).
Agricultural food production barely kept up with population growth during
1972-84. The economy has improved since 1985, showing a positive real
per capita income growth.

Although Botswana experienced rapid economic growth in the 1970s
and 1980s, much of it occurred in the mining sector, where labor absorp-
tion is weak. Low and uneven growth in the agriculture sector in Tanzania
and the decline of the agriculture sector in Botswana have coincided with
rapid growth in the labor force. Although large-scale open unemployment
is not evident in rural Tanzania (2.4 percent for men and 2.6 percent for
women), some evidence indicates that there is a sizable amount of under-
employment in rural areas (Kamuzora 1990).

In Botswana, on the other hand, unemployment in rural areas, which
averaged 20.6 percent for males and 20.0 percent for females, is significant. A
considerable amount of time is also unaccounted for in rural Botswana
(Mueller 1985). High male migration to urban areas is changing the demo-
graphic structure of rural areas, particularly in poor, small villages. The
recent 1991 population census showed a decline in rural self-employment
from 140,805 in 1981 to 76,085 people in 1991 (Botswana CSO 1991).

Both countries face major urban open unemployment, which averaged
21.6 percent in Tanzania in 1984 and 31.2 percent in Botswana in 1984~
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85); urban employment is particularly high among the young and edu-
cated in Tanzania. The increasing pressure on the labor market is also
manifested in declining wage rates. In Tanzania, for example, growth in
formal sector real wages averaged 1.5 percent in 1967-72 and 0.6 percent
in 1972-79. It declined 18.2 percent in 1979-85, and 20.9 percent in
1986-87. Botswana, despite increases in urban employment, continues to
face sharp increases in urban unemployment, due to large migrations of
people from rural areas to cities.

Linkages to Poverty and Food Security

Poverty is closely linked to employment and wages, particularly where
labor is the main source of income, including transfer income. Income
from self-employment accounts for a large share of income in rural econo-
mies of both countries. Farm income is by far the dominant source of
income in rural Tanzania. Analysis of determinants of income for rural
Botswana, for example, shows labor is the major contributor.

The share of labor in total income depends on factors that influence
duration of employment and wages. Findings from Mueller (1985) on
rural Botswana, for example, show that the wealth of a household (as
measured by ownership of livestock), the educational level of the working
adult, and demographic factors influence the amount of time devoted to
work. Those households with more livestock and educated members and
fewer dependent family members spend more time working. The extent of
the labor supplied is demand-constrained, particularly by the seasonality
of farm work.

In general, a constrained labor supply and low return to labor (low
wages) are the key contributing factors to poverty in these economies. In
rural Tanzania, poverty is more pronounced in food-deficit, low-income
regions. Although household members are engaged in their own farm work
during the peak farm season, the return to labor is barely enough to cover
household consumption needs (the wage market is not yet able to correct
imbalances in the family labor-land ratio). And, because there is limited
off-season nonfarm employment and income, farmers have to convert part
of their produce into cash income to meet their basic nonfood needs. Even
farmers in food surplus regions face a considerable food security problem,
especially farmers located in areas of low infrastructure where sale prices
for their produce are low. The problem of poverty in Tanzania is thus
linked to insufficient family labor to produce enough for home consump-
tion (at the existing low level of farm technology), limited off-season
nonfarm employment, and the high cost of transportation. Poverty is
particularly acute among labor-deficit female-headed households.
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In short, the evidence from Botswana and Tanzania indicates that there
is a close link between labor and poverty. This link is particularly evident
in regions with low and variable agricultural production and limited off-
season, nonfarm employment, and among the poor households. House-
holds with a low labor endowment and few complementary inputs (live-
stock, level of education, and improved farm technology) face special
poverty and food insecurity risks, particularly in drought-prone areas of
Botswana and Tanzania.

Experience with Public Works Schemes

In such environments, public works programs may have multiple goals.
Programs can be used as a vehicle for the provision of employment (to
stabilize intrayear or interyear fluctuations in employment). They can also
be an instrument to transfer employment and income to poor segments of
the population, guided by a preferred poverty measure (to reduce the
incidence of poverty or its intensity). And finally, such programs can be
used as a low-cost method of producing rural assets that promote long-term
growth. Although a range of public works programs can address these
goals simultaneously, the program design requirements and implementa-
tion rules for each goal are not the same. The three case studies below—
two in Botswana and one in Tanzania—demonstrate some variations of
programs with these goals and the extent of their success.

Botswana has one of Sub-Saharan Africa’s inore extensive relief pro-
grams. It includes food distribution, direct income transfer for those who
are destitute, labor-intensive public works schemes, and farm support
schemes. These schemes have evolved out of the country’s concern with
chronic and transient poverty. The latter problem is closely tied to
Botswana’s recurrent droughts. The country has witnessed at least six
droughts in the last three decades.

The relief program is designed to address both chronic and transient
poverty by (1) transferring income to selected beneficiaries on a regular
basis (for example, through a scheme for the destitute and through regular
food distribution to primary school students) to increase their level of
consumption; (2) providing short-term income support to stabilize current
consumption (for example, labor-intensive public works programs during
drought years); and (3) preserving assets and means of production to
protect future consumption. With the exception of the latter, which has
conflicting resource allocative and income transfer functions, the other
components of the relief program are primarily designed as income trans-
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fers (Table 6.1). The public works program is the main instrument of
income transfer during drought.

Program 1: The Labor-Intensive Rural
Public Works Program in Botswana

This program emerged from the food-for-work program of the 1960s as a
cash-for-work program during the 1978-79 drought. The program ex-
panded and was tested during the drought years of 1982 and 1987. It was
reintroduced on a much larger scale during 1992-93 as the principal
instrument for income transfer to rural households.

During 1982-87, a variety of projects were implemented. Local gov-
ernment, that is, village development committees, played a significant role
in identification and implementation of projects during the 1982-87
period. But in 1992-93, this role shifted to implementing ministries, as part
of the new government policy to expand regular nondrought projects
during droughts. Projects implemented under the 1992-93 relief program
in Botswana were drawn from the regular national and district plans, with
one exception. The exception was where the Ministry of Local Govern-
ments had to prepare separate projects to ensure that region-specific
employment targets were met.

In this program, employment is open to all able-bodied adults seeking
to work for wages. But, as the employment records of 1982-87 show, jobs
had to be rotated to meet the excess demand for work in many locations. In
1982-87, only about 61,000 jobs were created. Due to sharing arrange-
ments, each worker was employed, on average, 76 days per year (this was
reduced to 45 days at the height of the drought period, during 1982-83 and
1985-86). Available information suggests that the 1992-93 rural works
schemes created approximately 90,000 to 100,000 job opportunities
(Manamela 1993). Preliminary reports indicate a much longer duration of
employment during 1992, particularly in districts that did not fully use
their employment quotas.

Uniform wages are fixed by the government. In the 1980s, the wage
rates were kept at a fraction of the regular labor-intensive rural works
schemes. In 1992-93, the wage rate was set at about 70 percent of the
lowest minimum statutory wage rate for unskilled labor in the formal wage
sector. Such a rate was considered low enough to make the program
self-targeting.

Because of the uniformity of these wage rates, they affected the supply
of unskilled labor differently, depending on the prevailing wages in the
various project areas. The wages were often more attractive than market
wages in rural areas, particularly in small villages (Valentine 1990; Quinn
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et al. 1988). But they were also lower than market wages in areas close to
large villages and towns. In the latter case, the wage rates probably contrib-
uted to the self-selection of poor households—particularly female-headed
households with large families and low cattle ownership (Asefa 1989),
which otherwise would have been engaged in unremunerative self-
employment. The large presence of women in works schemes in 1992—
93—averaging 60 to 70 percent—is an indication that the program did
target the poor. Reports of the Ministry of Local Government and Lands
indicate that several districts, particularly those close to major urban
centers, experienced an acute shortage of male labor due to outmigration.

Implementing public works programs in such areas would likely lead
to high rates of female participation and effective targeting of poor, often
female-headed, households.

Evaluations of the 1982-87 program identified some notable deficien-
cies (Hay 1988; Valentine 1990; Buchanan-Smith 1990). The program
overemphasized the income transfer component at the cost of labor pro-
ductivity. As Valentine (1990) described it, it was better for the govern-
ment to pay rural inhabitants to do something constructive than have them
depend on welfare transfers, even if what was produced was uneconomic.
The program did little to raise future consumption because the assets
created were poorly maintained. Also, the temporary nature of income did
not translate into appreciable investment at the household level (Hay 1988,
Asefa 1989).

Current reports on the performance of the 1992-93 program also
suggest a low level of achievement, largely due to inadequate technical and
managerial support in most districts (Manamela 1993). Many districts
seem to have operated the program at a scale beyond their existing capaci-
ties. There is no concrete evidence to suggest that the 1992 program
attained levels of productivity that surpassed those achieved in the pro-
gram of the 1980s.

Financing and Implementation. Financing for the relief programs coies
from the central government treasury (except for some donor food and
technical assistance). Botswana spent well over 440 million pula (P) (in
current prices) for its 1982-90 drought relief and recovery program. Dur-
ing the period between 1984 to 1987, for example, the level of expenditure
represented 14 to 18 percent of total government development expenditure
(Botswana MFDP 1991, 59).

The 1992-93 program was initiated against a backdrop of a general
slowdown in economic performance and a projected increase in external
funding of the 1991-97 development plan. In addition, government-
sponsored evaluation underlined the possibility that the 1982-87 relief
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program could grow expensive and, therefore, difficult to replicate in the
future. To contain program costs in 1992-93, the government dropped
some components from the previous drought program, attempted to con-
solidate the various income-transfer schemes, and integrated relief and
development through focusing on public works programs.

Preliminary assessment of the 1992-93 program suggests that there has
been a substantial escalation of costs (Manamela 1993). The cost contain-
ment effort was, in part, compromised by reintroduction of some elements
of the farm input subsidies, and by the low level of performance of the
program. By May 1993, many districts had completed only 35 percent of
their projects.

By and large, institutions that operate projects during nondrought years
expand their operations in drought periods. A high-powered Interministerial
Drought Committee, which is based within the Ministry of Finance and
Development Planning (MFDP), coordinates these operations. It is respon-
sible for the development of strategy and policy, the coordination and
monitoring of relief activities, and the control and allocation of resources.
The committee reports to the Rural Development Council, which is chaired
by the vice president of the country. The Interministerial Drought Commit-
tee is linked to district and village levels through district drought subcom-
mittees and village-development and extension teams.

Program 2: Engineered Rural Roads
Program in Botswana

Botswana also runs a trial program that produces labor-intensive, low-cost,
engineered earth roads (McCutcheon 1988). The program developed from
an experiment tested in 1980-82 and expanded to all districts by 1986.

Design of Program. The prcgram (LG34) (see Table 6.1) embodies three
key, guiding principles: high labor content, compliance with a prescribed
technical standard to ensure that roads are passable throughout the year, and
low-cost maintenance (and, hence, sustainability) of roads (McCutcheon
1988).

Employment is open to all who are able-bodied. Typically, selection is
done at village meetings. The process begins with a public announcement
of conditions of employment and pay (participants must be able-bodied
with no mental and physical disability). There are further screenings if
there are more applicants than available positions. Random selection (a
lottery technique) is widely employed, but other methods are also jointly
or independently applied (for example, quota setting by sex, a limit on the
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number of participants per household, targeting of poor households with
working adults). Hiring of labor continues at work sites.

At construction work sites, workers are organized into gangs. Each
gang has 25 workers under the supervision of a gang leader. Above the
gang leader, there is a senior gang leader, who supervises two gang leaders,
or 50 workers. A technical assistant supervises the work of four to six gang
leaders, or 100 to 150 workers.

Like the construction activities, maintenance work is implemented
through the District Council Road Units. The workers are selected on a
merit basis from the list of workers who were engaged in the construction
work. The work is organized in small teams, typically in a team of five,
headed by a team leader. Work allocation largely follows the length-per-
man approach, where each laborer is allocated somewhere between 1.5 and
2 kilometers of road. A team leader is responsible for supervision of 25
kilometers of road.

Wage rates are determined as a fixed proportion of a minimum wage
rate set for urban industrial workers. There is no explicit minimum wage
for unskilled workers in rural areas; this represents a de facto minimum
wage setting for the project. Wage rates are uniform, regardless of type of
work, location of work site, and personal characteristics of workers (age,
sex, education, experience, and so forth). Maintenance workers are paid at
the same rate as construction workers. The wage is set on a daily basis,
except in a few cases where task rates are applied. Workers are paid cash
wages once monthly.

Financing and Implementation. The capital component of the road project
is fully funded by the government of Norway. This funding covers the
costs of technical assistance (ranging from 12 to 15 percent of total
allocation), administrative overhead and training (together amounting to
about 12 percent), and the direct costs for road construction work. Labor
cost, according to guidelines, should account for 70 percent of the direct
operational cost.

The program is coordinated at the central level by a district roads
engineer, who reports directly to the undersecretary (rural) in the Ministry
of Local Government and Lands. Each district has a District Council Road
Unit, which is staffed largely by technical cadres. The chief technical
officer in the District Council Road Unit supervises all roadwork, includ-
ing LG34. Technical assistants, who directly supervise gang leaders at
work sites, are responsible for ensuring the compliance of the roadwork
with specified engineering standards, employing laborers, and managing
overall activities at work sites.
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Road sites are identified in consultation with local communities. The
technical staff performs a feasibility assessment and prioritizes the road-
work. The ranked road links are then passed to District Development
Committees for further evaluation. The final decision rests with district
councils, whose members are elected representatives of the district popu-
lation. Roads that are selected are eventually incorporated into district
development plans.

Output and Distribution of Benefit. By the end of 1990/91, the program
had created a total of 998 kilometers of earth roads in all districts
(Table 6.2). Yearly output increased from 55 kilometers in 1983/84 to
about 141 kilometers in 1987/88 and 177 kilometers in 1990/91. On
average, annual output per year amounted to 106 kilometers of earth roads.
Nearly one-half of these roads were constructed in the central district.

As of 1990, the project had created temporary employment for about
3,000 casual workers in construction and maintenance works. Over the
years, there has been positive growth in employment, particularly in main-
tenance labor. Female participation is also rising, particularly in areas
close to towns and major villages. By 1990, female labor accounted for
40 percent of all labor.

In terms of workdays, the project generated about 343,000 labor days
per year between 1986/87 and 1990/91. Construction of earthworks util-
izes, on average, almost 2,000 labor days per kilometer. There is little
seasonal variation in workdays over the years, except for a slight decline
in participation in the peak farm months of November and December
(Figure 6.1).

Labor employed in maintenance works grew from 226 laborers in
1986/87 to 1,087 laborers in 1989/90. The number of labor days generated
increased from 50,000 to 238,700 between the two years. By 1989/90,
female laborers accounted for some 35 percent of total labor.

Growth in real project wages shows a weak but positive trend. How-
ever, this growth has not often been commensurate with the movement in
the average productivity of labor. A decomposition of the growth rate of
the unit cost of labor per kilometer (which is the difference between the
growth rates of nominal wages and the productivity of labor) shows a close
association between growth in the unit cost of labor and nominal wage
rates. That is, what is driving growth in real wages is not productivity
growth; it is the correction of wages for inflation. For example, annual
growth rates for nominal wages and labor productivity averaged 7.1 and
4.4 percent, respectively. In 1990/91, the respective growth rates were 30.6
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Figure 6.1—Casual labor force

Number of casual laborers

] ) /91
Sep 1988/89 Sep 1989/90 Sep 1990/91

Months/Years
B Construction work

O Maintenance work

Source: Brudefors 1991.

and 16 percent, respectively. Thus, there is an apparent overcompensation
of workers beyond their contribution to project output.

Since labor cost constitutes at least two-thirds of the total variable cost,
increases in wage rates translate into increases in the cost of construction
per kilometer. This trend occurred particularly in the late 1980s and early
1990s (Table 6.2). For example, the cost per kilometer increased from
P 10,350 in 1986/87 to P 12,831 in 1988/89 and nearly P 16,000 in 1990/91.
In all years, the offsetting effect of productivity growth was much weaker,
particularly in 1988/89 and 1989/90. In 1990/91, for example, the produc-
tivity index jumped by 16 percent, but it was overwhelmed by a 31 percent
jump in the wage rate.

Compared with wages in small villages (for tasks including herding,
domestic work, and sorghum stamping), project wages are much higher.
They are even higher when the shorter workday on project sites (6 hours
per day compared with an average of 10 hours per day in other occupa-
tions) is considered. On the other hand, project wages are lower than
competing market wages in areas close to urban and large villages; in these
areas, the project often faces a tight labor supply, particularly of male
labor. A similar problem arises in sparsely populated areas, especially in
the west, where the labor market is thin. The restrictiveness of uniform
wage rates limits the program’s ability to vary wage rates and improve
labor recruitment in areas where the labor market is competitive.



157

Short-term benefits of the road program accrue to those engaged in
construction and maintenance work. A recent IFPRI study of a sample of
these project villages shows that the program has an unambiguous, posi-
tive, incremental effect on the income of participating households. Access
to the program has improved the relative income position of participants,
particularly those at the lower end of the income spectrum.

There is little information on the second-round income effects of rural
access roads. However, project evaluation reports (Hagen, Guthrie, and
Galetshoge 1988; Solberg, Nteta, and Tessem 1990) indicate that there are
notable multiplier effects. Access roads facilitate easy links at low cost,
particularly to large villages where services and employment are greatly
concentrated. No less important for the rural households is the improved
link between villages, cattle posts, and land areas. Because of the new road
links, there is a greater demand for transport services, as evident in the
greater use of bicycles, donkey carts, and light motorized vehicles. There
is, again, little evidence on how much such services accrue to the poor in
rural areas.

Household-level effects of this program are further analyzed below,
based on a survey done specifically for this purpose.

Program 3: Special Labor-Intensive
Public Works Program in Tanzania

Labor-intensive public works in Tanzania date back to 1978, with the
beginning of the Tanzanian special public works. This multisectoral
scheme encompasses projects that focus on improving rural access roads
(the Rukwa and Ruvuma projects); flood control and rehabilitation of
irrigation projects (the Arusha and Dodoma projects); afforestation (the
Ruvuma and Dodoma projects); water supply (the Rukwa project); and
construction of rural housing (the Ruvuma project).

Design of Program. The labor-intensive projects share a common set of
goals: (1) to rehabilitate and maintain rural assets (feeder roads, irrigation
works, afforestation, and piped water supply); (2) to create employment
opportunities for the rural unemployed and underemployed; (3) to provide
supplementary income, particularly for low-income households; and (4) to
build the technical and institutional capacity for future replication of labor-
intensive public works programs. Poverty reduction is not explicitly featured
in these projects, except in the stipulation of a gender balance in employment
(a tacit assumption that poverty is closely correlated with gender).
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The relative weights attached to these goals are not stated, but there is
an apparent focus on employment creation for rural unskilled labor. (This
is consistent with adoption of a uniform prescription of the 60-40 ratio of
labor and nonlabor inputs across all projects.) But the goal of employment
creation is not necessarily linked to the generation of income for workers.
The projects, especially housing projects, are often considered “self-help”
(as opposed to paid labor).

Employment is open to adults who are eligible for work. Initial
selection is done at the village level. Involvement of the village govern-
ment is often sought to ensure availability of labor for project work and
*““equitable” sharing of paid project work among the village population.
Also, village governments play a major role in the mobilization of self-
help labor.

Labor arrangements at work sites vary. The dominant mode, particularly
in the road projects, is the technician-foreman-gang mode. For example, the
Ruvuma road project has one foreman for every gang of 100 laborers. A
variation of this approach is the length-per-man system. Typically, the
length-per-man system is applied on road maintenance work and involves a
foreman, a headman, and a gang of laborers.

The organization of community labor for self-help is aided by the
structure of village government. Typically, every village has a three-tier
administrative structure: cells at the bottom (each cell has 10 families);
village council in the middle (the council constitutes political appointees
and elected cell leaders); and village head at the top. A village council- or
project-specific committee (for example, a forestry or irrigation commit-
tee) prepares the work plan and schedule, and then passes it to cell leaders,
who are responsible for mobilization of their respective cell members.
Typically, project work is rotated among village cells. Intervillage coordi-
nation is done at ward level, which represents a group of villages.

Official minimum wages are the established wage and are applied
uniformly across projects, regardless of place and season. Within a single
project, the wage is the same, regardless of the nature of the activity and
workers’ characteristics (for example, sex, age, education, experience, and
so forth). Workers are mostly paid in cash, which is particularly attractive
in rural areas, where cash incomes are limited. The only exception to this
practice is the Pemba rice project (partly supported by the World Food
Programme), where payment also consists of food.

To bypass official wage rates (these rates are sometimes considered too
low to attract labor), some projects experiment with different compensa-
tion schemes. One mechanism is to switch to a task rate. The task rate
permits workers to receive the same wage rate per day as other project
workers, but for a shorter work time. Parity is achieved by adjusting the
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productivity norm downward. Also, each worker is free to take more than
one task rate per day to maximize his or her income. Such a practice has
been applied, for example, to the Mto-wa-Mbu Irrigation Project in Arusha
(Martens 1989). A second method is to provide workers with food in
addition to the official wage, which also minimizes absenteeism and drop-
out rates. The Pemba rice irrigation project offers cash and an in-kind
payment package.

Financing and Implementation. The program is jointly implemented by the
United Nations Development Programme (UNDP), the United Republic of
Tanzania (URT), and the International Labour Office (ILO), with financial
contributions from the Netherlands, Germany, Denmark, and the European
Union (EU). For 1979-91, the contributions of donors and UNDP
amounted to US$12 million and US$6.2 million, respectively. The contri-
bution of the Government of Tanzania was about US$2.4 million over the
1980-90 period, or about 11 percent of the total capital fund.

The funds are allocated to technical assistance (the whole UNDP
contribution plus 13 percent of the donors’ contribution to cover the
service provided by ILO), project overheads (the contribution of the Tan-
zanian government), and operating cost of the projects (87 percent of the
donors’ contribution). A little over one-half of total funds go to finance the
operational costs of projects.

Projects evolve through the country’s decentralized administrative
framework (village-ward-district-region) and then are coordinated within a
special unit of the Prime Minister’s office. At the national level, there is an
interministerial coordinating committee responsible for overall policy guid-
ance. While projects are not directly integrated within regional development
plans, they are coordinated through regional development committees.

Output and Distribution of Benefits. The projects, as a whole, created
2.9 million paid workdays during the 1980-90 period (Table 6.3). Road
projects absorbed 46 percent of the paid unskilled labor in 1980-86 (the
Ruvuma road project alone employed 37.3 percent), followed by the irriga-
tion projects, which accounted for nearly 40 percent. Forestry accounted for
10.5 percent in 1980-86, but its share expanded to 25 percent in 1987-90,
especially with the Bareko project in Dodoma. The difference in scale of
employment is related to the size of the project as measured by project cost
(Table 6.4). There is little variation in labor intensity across projects.

The contribution of these projects to total employment is greater if
self-help labor is also considered. For example, the housing project alone
contributed 1.3 million unpaid workdays during 1981-88. Unskilled self-
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Table 6.3—Share of employment generated, by type of project,
UNDP/URT/ILO program, Tanzania

Paid Unskilled Labor Unpaid Unskilled Labor
1980-86 1987-90 1980-86 1987-90

Project Type (Phase 1) (Phase 2) (Phase 1) (Phase 2)
(percent)
Road 46.0? 315 0.0 0.0
Irrigation 399 39.5¢ 8.1 116
Forestry 10.5 25.44 0.7 938
Water supply 4.5 36 1.0 45
Housing ... ... 90.2¢ 74.1
Workdays (thousands) 2,199.5 674.1 1,301.1 174.0

Source: Unpublished project reports.
Note: UNDP is the United Nations Development Progamme, URT is the United Republic
of Tanzania, and ILO is the International Labour Office.
3Ruvuma roadwork alone accounted for 39.4 percent and 31.5 percent in Phase 1 and Phase 2
f the program, respectively.
is includes a small activity (3,200 workdays) in Rukwa during Phase 1.
CThis share is largely due to the addition of the Pemba irrigation project in Zanzibar.
dindicates expansion of the Beriko afforestation project in Dodoma.
®The housing project in Ruvuma was entirely on a self-help schedule (unpaid labor).

help labor also accounted for at least 15 percent of total employment in
irrigation and forestry projects in Dodoma.

Employment in these projects is temporary. This is, in part, due to the
legal requirement that labor employed for over three months is eligible for
benefits in the same way as permanent staff. Projects prefer to rotate labor
to circumvent this legal requirement and to avoid extra costs. Poor infra-
structure and the associated cost of transportation restrict additional labor
supply (for job rotation) to adjacent villages. Furthermore, the practice of
job rotation to reach all job seekers translates into low per capita days of
employment.

The projects tend to stabilize fluctuations in agricultural employment
that occur throughout the year. For example, a study of the Mto-wa-Mbu
irrigation project in Arusha and the Mnenia irrigation project in Dodoma
shows a counterseasonal employment pattern (Martens 1989).

Project wages are comparable with agricultural wages. For example,
the project wage rates in Tanzanian shillings (TSh) in 1990 and 1991
(TSh 114 and TSh 159, respectively) were at least as high as the wages of
farmworkers in maize and paddy fields. Although farmers are unlikely to
move out of maize production at present (particularly when market risk is
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high), current return differentials indicate that there is a potential conflict
between farm and project work; this is especially true where the scale of
project work is large and the demand for labor is seasonal. On the other
hand, project wages are sometimes considered too low to attract labor,
especially in areas where the population density is low and the mobility of
labor is constrained because of poor infrastructure and high transportation
costs. Projects may also fail to attract workers when they have to compete
with profitable farm activities, such as coffee growing.

A direct comparison of output performance among projects is problem-
atic because of differences in type of output, type of technology (mix of
factors and efficiency of the production process), and organization of
production (for example, communal versus private). However, the trend in
physical output is uneven and slow growing. For example, the Mto-wa-
Mbu irrigation project achieved 25 percent of its planned irrigation area.
The Dodoma irrigation project, initiated in 1980, had reached only 29 per-
cent of its target by mid-1991.

Various reports also indicate a substantial loss of created assets due to
the lack of regular maintenance work. For example, only 34 percent of the
total number of trees planted survived in the Dodoma community forestry
project. The rate was lowest on communal woodlots. A substantial part of
the investment in road rehabilitation and maintenance has also been lost.
For example, a recent project document acknowledges that 2,903 kilome-
ters of the 3,700 kilometers of roads in Ruvuma are in need of rehabilita-
tion because of extensive deterioration (PMO/ILO 1989).

The main benefit of the project, then, is the short-term income increase
gained by those engaged in construction work. A recent IFPRI village-
level survey indicates that at least 64 percent of the villages in the project
derive some income from rural works projects. Employment in labor-
intensive projects ranks as at least the third most important source of
income in these villages. Moreover, access to wage employment through
the projects is the primary source of wage employment in project areas (in
64 percent of the villages).

Although the long-term effects are often diminished by poor mainte-
nance of assets, there are a few exceptions where second-round income
effects (income from created assets or labor market effects) are sizable.
For example, access to irrigated land in Dodoma villages has made it
possible for farmers to shift their crops toward labor-intensive, high-
return crops. There is evidence that agricultural wages have increased
because of the shift in crop mix, increased cropping intensity, and greater
profitability of crops.

In addition, the project helps smooth consumption over seasons and
reduces risk by minimizing the effects of droughts and floods. However,
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an inequitable distribution of land and water has contributed to an inequi-
table distribution of project-derived income. Although the poor may bene-
fit from the increased demand for labor, the evidence shows that the project
has aggravated income inequality in the village (Martens 1989; Van der
Does and Kuik 1989).

Targeting the Poor and
Food-Insecure

In the three programs reviewed, there is some evidence of reaching the poor
through different modes of targeting that use the criteria of geography,
gender, and self-selection through low wage rates.

Findings from surveys of female participants in Tanzania (Tamoda,
Myovela, and Muijsers 1987; Scheinman, Hongoke, and Ndaalio 1989)
show that female participation is high in areas with higher concentrations
of landless or small farmers and no access to alternative wage employment.
Where there are few employment options, a greater number of older
women participate in rural works schemes. Women with children have a
greater propensity to participate in poor areas. In areas where women have
alternative employment with better returns, young females with no chil-
dren tend to participate in rural works schemes (Scheinman, Hongoke, and
Ndaalio 1989).

During 1991/92, IFPRI conducted a household survey in Botswana.'
The purpose was to pose a set of specific questions to test the impact of the
engineered road program on household food security in rural areas. These
were some of the key research questions: What factors influence a decision
to participate in public works? What are the gross and net effects of the

'The IFPRI survey covered about 350 households in eight project-participating villages in five
districts. The villages were drawn from the category of small villzes. They had experienced
low population growth, partly due to net outmigration. Migration rates per household averaged
27 percent across the study villages. Within villages, there were sizable disparities in the
number of working adults and livestock owned per household. At least 24 percent of the
households had no adult male members and 30 percent had no livestock. Households in the
survey villages were engaged in a variety of income-generating activities. The poorer villages
depend on beverage trading and other low-paying wage work. Project income is a significant
component of houschold income, particularly where alternative wage employment is scarce.
Also, the villagers are highly dependent on private transfers, a phenomenon largely linked to
net outmigration of working adults. Density of sociocconomic infrastructure varies, but it is
sufficiently developed in all villages. For example, only 27 percent of the village population
had no schooling and 56 percent had at least primary education.
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project on household employment? What are the gross and net effects on
household income? What is the project’s effect on income distribution in
rural areas? Has the project improved the food security of project participants?

Participation of the Poor

While job allocation is supposed to be accomplished in village meetings,
the work site appears to be a focal point for entry and exit from project
work. Jobs at project sites in the survey areas were generally available on
demand. In fact, in some instances, projects faced labor supply shortfalls.
Explanations obtained from nonparticipating households indicated the fol-
lowing reasons for nonparticipation: low wages for comparable skills (the
segmentation of the market restrains those with a high labor supply price
from entering roadwork); the menial nature of work (which screens out
wealthy households with an established business and livestock); the physi-
cal intensity of the work (this excludes the weak and the old); the short
duration of project employment (it attracts mainly those who are not
regularly in the labor market—young adults, in particular); and the dis-
tance to the roadwork site (limits participation to households near the
project sites).

The decision to participate in project work is determined by a set of
household and individual characteristics. Results obtained from estimation
of a probability decision model identify household size and composition,
livestock ownership, and access to transfer income as key household
characteristics (Table 6.5). The likelihood of participation increases as the
number of household members of working age increases. The presence of
children in a household diminishes the likelihood of participation, unless
there is extra adult female labor to compensate for the mother’s absence.
The odds of participation fall with increasing livestock ownership. Access
to transfer income also reduces the likelihood of participation.

At the individual level, the important explanatory variables are age,
physical size and strength, and level of education. While the likelihood of
participation increases with age, it does so at a decreasing rate. The
likelihood of participation also increases with physical strength and height.
Higher education levels reduce the likelihood of participation. Across
villages, the likelihood of participation is higher for poorer villages.

Employment Share of the Poor

Project participation causes a reallocation of labor time within participat-
ing households (Table 6.6). A simple comparison of allocations of work
time between participant and nonparticipant individuals shows that non-
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Table 6.5—Maximum likelihood estimates of logit probability
model for labor entry into rural roadworks

Elasticity of
Participation
Parameter Marginal at Sample
Variable Definition Estimate Effect Mean
(percent)
Age of working individual (years) 0.17 0.02 0.42
(4.02)* Q.71)*
Age squared -02x1072  —0.2x1072
4.16)* .17
Education level of working individual -0.37 -0.05 -0.19
(1 if primary, 2 if secondary or above, (2.08)** (1.93)**
0 otherwise)
Height of working individual 0.05 0.4x102 3.86
(centimeters) (2.96)* (2.28)**
Share of children in household -0.19 -0.02 -0.14
(1.53)%**  (1.44)
Share of female adults in household 022 0.02 0.28
(1.90)** (1.73)%++
Dummy for livestock ownership -0.78 -0.07 -0.17
(1 if middle tercile, 0 if lowest tercile) (2.60)* (2.26)**
Dummy for livestock ownership -1.25 -0.12 -0.25
(1 if upper tercile, 0 if lowest tercile) (3.81)* (2.85)*
Dummy for village (1 if farther from 0.62 0.06 0.16
town) (2.38)** (2.05)**
Share of transfer income in total -1.07 -0.10 0.14
household income (1.93)*+ (1.77)**
Constant -10.67
4.25)*
-2 log likelihood ratio 97.30*
N 551

Note: The dependent variable is individual-level project participation (yes = I, no = 0).
Numbers in parentheses are absolute t-statistics. Ellipses (. . .) indicate a nil or negli-
gible amount.

*Significant at 1 percent probability.
**Significant at 5 percent probability.
***Significant at 10 percent probability.
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Table 6.6—Time use for participating and nonparticipating
individuals within project households, a 24-hour

recall, Botswana
Participating Nonparticipating
Activity Individual Individual
(hours)

Self-employment 1.23 3.53

Wage employment, project 476 0.162
Wage employment, other 0.15 1.11
Domestic work/schooling 243 3.07
Nonwork 6.14 6.88
Average available time per day® 14.71 14.75

Source: IFPRI Rural Household Survey, Botswana, 1991/92.
Notes: The time allocated to project work comes from

L=R-T) + (Ty-Ty) + (T -Ty) + (IP-T) + (T°-T,

where 70, 7,9, T2, T, and T represent time allocated to self-employment, wage
work, domestic work, nonwork, and total time endowment before the project, and
T, T¢, Ty, Ty, T;', and T represent time allocated to project work, self-employ-
ment, wage work, domestic work, and nonwork after the project.

If the time allocation of the nonparticipating individuals within households is taken
as a reference point for a pre-project situation, then Table 6.5 suggests that the time
allocated to the project comes through reduction in nonwork (—0.74 hours), domestic
work/schooling (—0.64 hours), self-employment (~2.3 hours), and other wage work
(~0.96 hours).

3Dropped out of the project at the time of the survey.
l"Day is defined as nonsleeping hours.

participating working members tend to allocate more time to income-earning
self-employment and domestic work than do project participants, who
concentrate more on project work. The direction of activity substitution is
largely congruent with what the participants said were their major occupa-
tions before they joined the project (Table 6.7).

Although project wages and hours of work are fixed for all workers,
there are sizable variations in the share of individuals’ total work that is
devoted to project work. The share of project time relative to total available
time increases if the percentage increase in project work exceeds the
percentage increase in the individual’s total available time. There are
several sources of these variations. First, some relaxation of individual
total time endowment contributes to an increase in share. Second, workers
who come from large households with many adult-equivalents can allocate
a larger share to the project because they may share nonproject work with
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Table 6.7—Previous primary occupation of road project
participants, 1991/92, Botswana

Return to Labor
Share of or Wage Per
Occupation Participants Labor Day
(percent) (pula)
Own, crop 16.0 3.10?
Own, livestock 8.3 5.2
Own, nonfarm 53 ...
Wage, maid 6.5 35
Wage, herding 1.8 35
Wage, stamping 24 25
Wage, casual 53 ...
Wage, other 1.8
Own, domestic work 23.7
Schooling 1.1
No work 27.8

Source: IFPRI Rural Household Survey, Botswana, 1991/92.

Note: The ellipses (. . .) indicate a nil or negligible amount.

8The average 1985-88 return per person-day for sorghum and cattle production, respectively.
espondents tend to classify domestic work as nonwork since it does not generate direct

income. Some of the time in the nonwork category may actually be in domestic work. The rest

may be new entrants into the labor force.

other household members. Sharing appears more likely in poor households
and villages. Workers from households with little livestock, particularly in
remote poor villages, allocate a large share of their time to project work
(large household size interacts with low employment opportunity for the
poor in remote areas). Third, access to transfer income tends to decrease
the share of project time (which may be due to an increase in nonwork
time). Finally, it is easier to substitute labor within households if the
participant is a young person or if his or her educational level is high.

Distribution of Project Income
and the Poor

There are sizable differences in income levels across the survey house-
holds. For example, average per capita annual incomes range from P 670
for low-asset households to P 1,232 for high-asset households. For house-
holds that participated in the project, the average per capita income is
P 740. The difference in mean incomes between low-asset households and
households that participated seems small. This is in part due to the pres-
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Table 6.8—Determinants of household-level monthly earned

income, Botswana, 1991/92
Parameter
Explanatory Variable Estimate
Education of head of household 45.60
(1 if primary and above; 0 if no education) (2.64)*
Livestock per capita (LSU)? 46.84
(9.05)*
Share of transfer income -162.64
(3.48)*
Village dummy (0 if MAHETWE, 66.34
MOIYABANA, or MAKOBENG) (3.00)*
Number of adult equivalents in houschold 15.05
(4.03)*
Predicted participation dummy 67.80
(1 if project participant) (2.47)*
Constant 41.18
(1.45)
F 29.79
R? 041

Notes: The dependent variable is household monthly earned income (household income less
transfers). Absolute t-statistics are in parentheses.

3LSU is livestock unit (cattle equivalent).

*Significant at 1 percent probability.

ence of participating households in the low-asset group. However, if
project-participant households are separated from the low-asset group, the
gain in mean incomes may be greater.

The estimated determinants of the earned income equation (total house-
hold income less transfer income) equation in Table 6.8 show that owner-
ship of livestock, level of education, household size (in adult equivalents),
and participation in project work all contribute to an increase in earned
income. Villages located close to major towns also enjoy a higher income
level. The share of transfer income acts as a substitute to earned income.

It is plausible that participants were poorer to start with and that
participation in roadwork improved their income level. In fact, the time
allocation practices of the participants are very much like those of asset-
poor households, which allocate more of their economic time (direct
income-generating activities) to wage work and less to self-employment
(Table 6.9). But, unlike the poor, who often engage in low-paying,
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Table 6.9—Comparison of time and income distribution across
low- and high-wealth groups, Botswana

2
Project &
Time/Income Category Household Low High
(percent)
Total available time allocated to
Self-employment (farm) 16 16 24
(11) O (19)
Wage employment (project) 19 22 10
(15) (14) ©)
Total household income derived from
Self-employment (farm/livestock) 21 11 4
(13) () 32)
Wage income (project) 47 39 23
41) (o)) (149)
Transfers 21 35 25
Others 11 15 8

Source: IFPRI Rural Household Survey, Botswana, 1991/92.

Note:  The per capita (adult-equivalent) annual income averaged P740, P670, and P1,232 for
project-, low-, and high-income households, respectively.

3Bottom and top wealth terciles are determined by the distribution of livestock ownership in

1991/92. Both the low and high asset groups include houscholds with project participants.

marginal-wage activities, access to a project allows the participants to
move to better-paying project work. As Table 6.7 shows, alternative occu-
pations pay less than the project daily wage (P 5.79 per day). Although an
increase in transfer income partly offsets the gain in income, the increase
in aggregate labor supply coupled with a shift to better-paying work have
contributed to the improvement in household income.

Access to the project also appears to have improved the relative income
position of the participants, particularly at the lower end of the income
distribution. The percentages of participating households in the low- and
middle-income terciles were 24 percent and 44 percent, respectively. The
comparable percentages for nonparticipating households were 36 percent
and 28 percent, respectively. The project thus appears to have contributed
to moving some of the households to the middle-income group. This is
confirmed also in decomposition of the Gini coefficient, which shows a
source Gini coefficient of 0.68 for project income—a value that indicates
the project helped to narrow income distribution. In contrast, transfer
income appears to contribute to income inequality in rural areas.
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Participation in the project also gives the added advantage of access to
the rural credit market. There is a great deal of complementarity between
public works and the village credit market. In 1991/92, 61 percent of the
participants managed to obtain short-term credit from village shops,
largely for food consumption, compared with 39.3 percent of the nonpar-
ticipating households. Access to a project thus serves as a substitute for
loan collateral.

Policy Conclusions

Botswana and Tanzania have experimented with labor-intensive public
works since the late 1970s. There are compelling reasons to continue with
and even expand labor-intensive public works, given the low and variable
incomes in rural areas, severe deficiencies in rural infrastructure, and
rising unemployment and falling living standards in urban areas. However,
it is necessary to take a fresh look at the objectives, design, and implemen-
tation of these programs, and the criteria for the evaluation of their per-
formance. The following are some recommendations for the improvement
of program performance:

1. Clearly specify concept and program objectives. The question of
what a specific program stands for needs to be addressed early on.
Program design and policies should then develop from such pre-
scribed objectives and functions.

2. Move away gradually from fixed wages toward a market-based
mechanism for wage setting. The specific wage structure (rate, type
[time or task rate], mode of payment) will depend on the specific
objective of the program and the functioning of labor and food
markets.

3. Expand employment creation beyond merely allocating jobs equita-
bly toward stabilization (employment to counter seasonal fluctua-
tions); insurance (open when there is a demand for work); and
targeting of the poor.

4. Determine program choice and size in the context of a sound
macroeconomic and development framework. If the goal of a public
works program is short-term transfer of income to the poor, it is
crucial that design and implementation policies focus on minimiz-
ing the terms of the trade-off between current and future poverty-
reduction goals.

5. Develop a sustainable technical, financial, and administrative
capacity. The current provision of donor-supported technical and
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financial assistance needs a greater emphasis on creation of
“‘in-house” ability to ensure that programs are sustainable without
recurrent donor assistance. Also, accountable financial manage-
ment should be built into the program.

. Emphasize targeting the poor, but at a minimum cost of participa-
tion. In Tanzania and Botswana, targeting the poor could make use
of different poverty indicators. The initial effort could focus on
geographic targeting—expanding projects in low-income areas,
where the poor are concentrated. Within these targeted areas, tar-
geting could be seasonal. Within a targeted season, wage rates
commensurate with the poor’s reservation wages could be estab-
lished. The mode of wage payment should depend on the local food
market.

. Integrate a maintenance strategy (organization, financing, monitoring,
and maintenance) into the project during its formation. The problem
of devising an appropriate incentive structure for community-owned
(communal woodlots) or coinmunity-maintained assets (access roads)
requires special attention.

. Identify criteria for the success of programs, develop a systematic
monitoring and evaluation system, and devise a structured, evaluation-
response procedure.
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EMPLOYMENT PROGRAMS FOR
FOOD SECURITY IN RURAL AND
URBAN AFRICA: EXPERIENCES IN
NIGER AND ZIMBABWE

Patrick Webb

The food security and poverty-targeting potential of employment-based
income transfers has long been recognized in many African countries, not
least in Niger and Zimbabwe. Niger’s experience with public works dates
from the 1930s. Beginning with the great drought of the 1970s, the Nigerien
government has increasingly emphasized small-scale programs to generate
labor for soil and water conservation and to minimize the effects of future
droughts. These programs have been supported by donors and nongovern-
mental organizations (NGOs) with close government collaboration, and
they have a growing focus on urban food security problems. Zimbabwe’s
history of employment programs is even older, dating back to 1903 (Iliffe
1990). It, too, has shown an increasing reliance on public works in recent
years, both in urban and rural settings. However, in contrast to Niger,
Zimbabwe has implemented two major public programs of its own, based
primarily on domestic food and budgetary resources.

This chapter examines some of the public works experiences of these
two countries, particularly with regard to their short-term impact on food
insecurity. Three major questions are addressed in relation to projects in
both rural and urban areas. First, who participates in labor-based works
projects, and why? Second, what is the impact of the project on household
employment and income? Third, what obstacles do employment programs
face in alleviating food insecurity and lifting long-term constraints on
growth in semi-arid environments?

Few in-depth evaluations of the effects of participation on food-insecure
households have been undertaken in either country. Noting the scarcity of
in-depth evaluations, Dréze (1989) argues for “‘paying greater attention to
... important ‘success stories,” because serious studies of costs and benefits
are not available.” Such information is urgently needed, according to
Rukuni and Eicher (1991), so that researchers can turn their “attention to
converting grain to calories via food-for-work . . . to combat hunger and

174
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malnutrition.”” Without such information, the debate on the effectiveness of
projects is waged in an informational vacuum. The two studies described in
this chapter were designed to fill a few of the identified information gaps,
and thereby contribute to the improved design of interventions to create
employment and enhance food security.'

Programs and Settings: Why Contrast
Niger’s and Zimbabwe’s Experience?

The semi-arid zone of Zimbabwe has been called the ‘“‘Sahel of the
South’—an area in which rainfed cultivation is often possible but never
fully guaranteed (Iliffe 1990). The comparison is not without merit. As in
the Sahel, Zimbabwe’s dry regions are landlocked, their average rainfall is
low,2and a large share of the population is chronically food-insecure. Yet,
Zimbabwe differs from Sahelian countries like Niger in that it possesses
large tracts of higher-altitude land (600 to 1,300 meters above sea level)
that are fertile and generally very productive.

Why then are these two seemingly different countries brought together
here as case studies? A number of factors make it appropriate to compare
and contrast Niger and Zimbabwe. First, both have dynamic labor markets
and their economies rely heavily on international migration and remittance
flows from absent men to de facto women-headed households. Second,
although agricultural economies, both countries have important mining
sectors, a fact that distinguishes Niger from most of its neighbors. Third,
urban growth in both countries stands at more than 7 percent per year, more
than double the national rate of population growth. The fourth reason is
that both countries spent much of the 1980s focused on the goal of national
self-sufficiency in food production. Since the late 1980s, they have
deemphasized national self-sufficiency, shifting toward a more specific
policy of food security at the household level. Fifth, until recently, the
agricultural policy of both countries was marked by centralized control
over the marketing of key commodities through a complex system of price
control and trade legislation. Both governments have been changing their
approach to food policy since the late 1980s, leading to price deregulation
and the progressive withdrawal of public control over the economy. Sixth,

'For details of the two studies, sce Webb 1992 and Webb and Moyo 1992.
2Regularly under 400 millimeters per year, and, in 1991/92, under 200 millimeters.
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both countries are prone to drought. Given that food production in both
countries is heavily dependent on rainfed agriculture, periodic droughts
represent a regular threat to domestic food supply. The 1973/74 drought
resulted in a 50 percent decline in food supply and the loss of 33 percent of
the national livestock herd in Niger (Somerville 1986). In 1984, rainfall
was again 40 percent below the long-term average at a national level,
resulting in a 50 percent shortfall in cereal harvest (Niger 1991; Borton and
Nicholds 1992). More recently, drought has devastated Zimbabwe. In
1991/92, rainfall was barely 50 percent of the average, resulting in a
national harvest that was just 20 percent of the normal (USAID 1992; FAO
1992). By 1993, 5 to 6 million people were registered for food assistance
(USAID 1992; Webb and Moyo 1992).

Drought years aside, Niger has a remarkable record of balancing aggre-
gate food supply with demand over the past 30 years. Between 1960 and
1990, domestic production delivered an average of 2,300-2,500 kilocalories
per capita, above minimum requirements (SBW 1987; FAO 1990a; CARE
1990). Unfortunately, even in good harvest years, average food-availability
figures tend to mask problems of severe malnutrition. The prevalence of
chronic malnutrition in Niger ranges from 20 to 40 percent, with wasting
ranging from 10 to 38 percent. These are among the worst figures in Africa
(UNDP 1990; Bread for the World 1992). Similarly, Zimbabwe is known
for its ‘‘agricultural miracle” of the 1980s (Dréze and Sen 1989). Between
1980 and 1985, output of maize almost doubled, with production in the
smallholder sector rising threefold. However, stunting is recorded at
29 percent (37 percent in some areas), with wasting at 16 percent (Zim-
babwe 1989; Mason 1990; World Bank 1992).

Finally, interest in employment programs in these countries shows
little sign of abating. Donors, NGOs, and the governments continue to line
up to invest in public works activities. But there are differences in
approaches taken by the countries that are spelled out in more detail below.

Public Works Programs in Niger

Most of Niger’s labor-based work programs grew out of emergency proj-
ects initiated in response to the 1973/74 drought and famine. These pro-
grams did not emphasize the sustainability of assets generated and few
were ever properly evaluated. By the late 1970s, most projects had gained
a development focus. In 1985, 180 small projects, primarily under NGO
management, were being implemented, most using food as an incentive for
mobilizing labor (World Bank 1988). In addition to this, a large number of
projects were funded by international donors, such as the World Food
Programme (WFP) and the World Bank, operating in collaboration with
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government ministries. At least 14 donors and NGOs were supporting
labor-based works programs at more than 100 sites in Niger during 1992.

Table 7.1 presents a profile of some of the programs implemented in
Niger since the early 1980s. This incomplete list indicates that more than
US$150 million has been invested in projects with a high labor content
between the early 1980s and 1990s. This investment has generated more
than 22 million days of work, which has mostly been applied to halting
erosion and improving soil and water management in the semi-arid zones.
This represents a significant development input via a single instrument.
WFP alone supported 8.3 million workdays between 1989 and 1992 at a
cost of more than US$19 million, 71 percent of which was dedicated to
erosion-control activities (WFP/Niamey, unpublished records).

A number of important points emerge from Table 7.1. First, there is a
distinct rural bias. Nine out of 10 projects are located in more remote,
usually semi-arid, parts of the country. This pattern is partly the result of
historical inertia: organizations that responded to previous famines have
remained in areas likely to be vulnerable again (FAO 1990a, 1990b; WFP
1991). But the preponderance of rural projects also reflects the fact that
urban food security has only recently become a public concern. More
recently, the balance has shifted in favor of urban activities.

The second point is that most rural projects focus on natural resource
conservation, rather than on road building, livestock projects, or irrigation
development. Environmental degradation is one of Niger’s greatest con-
straints and Lipton (1989) has argued that “‘public works programs have
probably the best capacity for mitigating environmental degradation.” This
is because the most common, and most effective, measures against degrada-
tion cannot be implemented by machinery alone. The techniques employed
for soil and water management require from 50 to 300 person-days of labor
per hectare of “‘recovered” land (Derrier 1991). It is, therefore, these types
of activity that dominate Niger’s portfolio of labor-based projects.

The third point is that the mode and level of payment for project
participants vary across projects. It is clear that food-for-work (FFW)
predominates in the rural areas, while cash-for-work (CFW) has so far
been associated with the urban projects. Voluntary labor inputs are univer-
sally wished for by project managers, and sometimes written into donor-
community contracts.

The fourth point to be highlighted is that a large share of rural partici-
pants are women (60-80 percent). Most rural projects try to avoid direct
competition with agricultural operations and, therefore, concentrate activi-
ties during the dry season. Since this is the season of male emigration,
projects offering a low (usually food) wage are attractive to the poorest of
the remaining workforce, namely women.
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In urban areas, by contrast, male participants predominate by more
than 99 percent. The urban schemes were initiated on a pilot basis in 1990.
They represent an attempt to organize private implementation of publicly
funded projects. The Agence Nigerienne de Travaux d’Interet Public pour
I’Emploi (NIGETIP) was created as a private NGO (supported by donors
such as the World Bank and the European Community as well as the
Nigerien government) to disburse funds through a bidding process to
private agencies for public works. It is a small agency with less than 30
staff, organized into four departments: a director general’s office, a finance
and accounts department, a department for economic analysis and public
relations, and a management and technical supervision department.

NIGETIP’s three main objectives are to generate short-term jobs; to
stimulate the private sector by funding the implementation of projects
through small local enterprises; and to generate public goods and services
through labor-intensive technology (World Bank 1990; Niger 1990). Pri-
vate construction, architecture, and engineering firms make closed bids for
the contract—the lowest bid by an accredited firm making a commitment to
allocate at least 20 percent of total costs to salaried labor wins the contract.

In 1991, six pilot projects were implemented in the capital, Niamey.
During their test operation, they generated 3,500 workdays, mostly in road
construction, drain clearing, refuse collection, and soil conservation
works. In 1992, NIGETIP went into full operation and expanded its cover-
age to all urban centers in the country. Over 200 firms have been accredited
for placing bids for over 100 contracts during the year. For example,
27,000 workdays were generated by a dozen projects during the month of
April alone (NIGETIP 1992).

At their outset, the urban schemes were overwhelmed by demand for
work from the city’s long-term unemployed males. Since the projects
registered participants on a ‘““first come, first served’ basis, unemployed
male household heads were usually first in line. Many women (nonhouse-
hold heads) have expressed a desire to participate, but their involvement is
constrained by the volume of male demand.

Public Works in Zimbabwe

Zimbabwe’s rich public works experience is long and unusually rich. Labor-
intensive public works programs have always played a major role in Zim-
babwe’s food security interventions through short-term employment provi-
sion and longer-term infrastructure development. Unlike Niger, Zimbabwe
conceived two of its own large-scale programs based on interministerial
cooperation for the disbursement of (largely) indigenous resources. The
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coverage of these programs has been considerable: between 1984/85 and
1991/92, more than 400 million in Zimbabwe dollars (Z$) has been spent by
the government on wages, generating some 47 million days of work.

Food-for-Work Program. Initiated in 1989, this program was designed to
supplant large-scale distributions of free food that had taken place annually
since the 1981/82 drought (Bratton 1987). Over 2 million people depended
on relief food for survival during the 1982-1984 period. A decade later,
during the 1992 crisis, the number of people dependent on free food
distribution had risen to 6 million. The government decided to suspend free
food because of three problems: first, household targeting was thought to
be inadequate, thereby spreading scarce resources too thinly; second, there
was sometimes poor targeting at a regional level; and third, criticism of the
perceived dependency of recipients on free food (Takavarasha and Rukovo
1990; Lenneiye 1991; Rukuni, Mudimu, and Jayne 1990; Moyo 1992).

The idea of basing drought relief on employment rather than on free food
was implemented in October 1989. The program was designed to operate
from the bottom up, with projects identified by villagers themselves and
provincial technicians assessing, approving, and supervising appropriate
plans. Appropriateness is measured in terms of community benefit, technical
feasibility, and labor intensity. The latter is important because the govern-
ment’s budget allocation for the program only covers the purchase of food,
its transportation, and the salaries of program staff. In other words, projects
cannot require substantial material inputs. The largest number of projects in
1991, therefore, involved brick molding and small building construction,
activities generally completed without additional material inputs. Other
activities included water control projects (dam and weir construction or
rehabilitation) and construction and maintenance of feeder roads.

Wages, initially set at 10 kilograms of maize per capita per month
(supplemented where possible by beans and dried meat or fish), have
varied since 1989, according to supply and demand constraints. Prior to
1992, only households that did not own livestock were eligible to be
registered. In late 1992, this screening criterion was removed because of
the danger of households selling animals at severely depressed prices
solely in order to be accepted as participants.

The program has been both praised and criticized. Although propo-
nents highlighted the ‘“‘self-reliance’ of the new program in contrast to the
‘“‘dependency’’ of the earlier handouts, most praise is directed toward the
program’s food security impact during drought years (Zimbabwe News
1989; The Herald 1990). Sachikonye (1992), for example, argues that
“‘what stopped [food shortages in 1990] from escalating into a widespread
famine in the rural districts was the availability of ‘food-for-work.’
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Table 7.2 shows the coverage and some of the costs of the program.
Part of the large expansion in 1992 was supported by a US$23 million
grant from the World Bank. This grant, and other donor support, is not
fully reflected in the costs reported in Table 7.2. Thus, while nominal costs
per capita of the food-for-work scheme appear to fall into the same range
as those for the free food system, real costs are certainly higher and were
still rising in 1993.

It should be underscored that the food-for-work program has reached
more people than the free food system, both in absolute and relative terms.
However, there are three important shortcomings in the program. First, less
than two-thirds of officially recognized need is met by the food-for-work
program. Second, productivity-enhancement based on structural output of
the program is minimal. Third, it has proved difficult to expand the scale
of the program to meet emergency needs. The 1991/92 drought exposed
the static nature of the program.

Key constraints in all three cases can be traced to a lack of funding. For
example, only 60 percent of the Z$25 million required for activities in May
1991 was released by central accounts—due to a shortage of funds for all
programs because of structural adjustment effects either ‘“‘compounded by”’
or ‘“‘combined with”’ the drought. This lack of funding affects all levels of
program operation, from staffing to transportation of equipment (Lenneiye
1991; Sachikonye 1992; Berg 1992).

Planning and operational constraints were clearly exposed by the
1991/92 drought. As the number of people who registered to participate rose
from an average of 800,000 per month in 1991 to almost 3 million per
month in mid-1992, the program had to expand rapidly to five times its

Table 7.2—Characteristics of Zimbabwe’s food-for-work
program, selected months between 1989 and 1992

1989* 1990% 1991 1992¢

(1,000)
People employedd 612 1,130 1,128 2,242
Food wages paid (tons) 5973 9,938 10,983 20,761
Total cost (Z$)¢ 1,661 3412 3,733 na.
Cost per capita (Z$) 4 3 3 na.

Sources: Compiled from data supplied by the Ministry of Labour, Manpower Planning, and
Social Welfare.
3For October through December (the first three months of the ).
l’For January through March and August through December (April to July was suspended).
dFor January through September (provisional).
Average number of workers per month.
€Averaged per month of operation.
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predrought scale of operation—in essence, to convert from a prototype
employment program back to a huge emergency relief program, but without
the necessary resources.

The Public Works Program (PWP). This is Zimbabwe’s second major
national program. The program differs from food-for-work in several
important ways. First, in contrast to the welfare orientation of the food-for-
work program, Zimbabwe’s national cash-for-work program was origi-
nally designed to accomplish development objectives. Although the gov-
emnment launched the program in 1984, when drought relief—not job
creation—was high on the political agenda, the PWP is based on popular
participation in labor-intensive activities.

Second, it relies less on participant selection of activities and more on
a cadre of technicians to develop projects with high priority in national and
regional development plans. Third, construction materials and tools are
provided, including heavy equipment for digging, moving earth, and lay-
ing roads. Fourth, wages are paid in cash, originally at Z$44 per month but
rising to Z$88 per month in 1989. Despite the program’s emphasis on
development, rather than relief, criteria for participation are the same as
those for receiving free food: (1) no regular income, (2) no food stocks, and
(3) no more than 10 head of cattle per household. Once participants are
registered for the PWP, their names are removed from the free food or
food-for-work registers.

The most recent phase was initiated in 1991, with plans for continu-
ation into 1996. The 1991/92 national budget allocated Z$10 million to
start the first phase of a ‘‘production-oriented Z$50 million Public Works
Programme” (Chidzero 1991). At least 200,000 people are expected to
benefit from the program. Moreover, these benefits are realized at a lower
cost to the state than if the same activities had been implemented by the
private sector (Zimbabwe 1990). In the first year (1991/92), work was
pursued on 290 projects, 85 of which were completed.

There has been a clear emphasis since inception of the PWP on infra-
structure creation, particularly the provision of water (irrigation as well as
piped water and wells) and the development of roads and bridges. These
two categories have accounted for more than 60 percent of program expen-
diture between 1988 and 1991, and will continue to represent more than
half of the PWP’s investments up to 1996. By contrast, no investments
have been made in environment works (soil and water conservation) since
1988, and only minimal work has been done on projects designed to boost
agricultural productivity.

In all cases, however, labor has constituted a relatively small compo-
nent of project budgets, representing only 11 percent of the total in
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1987/88, 24 percent the following year, and 17 percent for the 1991-96
phase. Materials take the lion’s share of funds. This unequal allocation
underlines the PMP’s emphasis on infrastructure—and not employment
creation objectives. But, it also points to a major obstacle to rapid expan-
sion of the program as a mechanism for drought relief.

Household Participation and Household
and Intrahousehold Effects

A question mark continues to hang over the issue of how best to measure
success and failure in public works. The strength of well-designed public
works—simultaneous action on several fronts—is also its weakness in
evaluation terms.

The effect of a program on food security (a transfer of calories to
vulnerable households) can be measured in terms of how effectively it
delivered calories to target populations. The employment effect (how
many jobs created, and with what income benefit) can be measured not just
in costs per job, but also as a distributional outcome—how many of the
poor received employment and to what extent has the distribution of jobs
mitigated local poverty? And, asset creation (physical structures generated
and resources enhanced) can be evaluated in costs per kilometer or costs
per hectare, and also in regional economic multiplier effects and national-
level food security. Few projects clearly specify their highest priority,
although approaches to project design and implementation vary consider-
ably according to these priorities. The result is uncertainty over which
indicators of success need to be collected or represent the brunt of the
project’s effort.

The findings presented in the following section, based on surveys of
five projects in Niger and surveys of each national program in Zimbabwe,
relate primarily to one indicator, short-term food security. The surveys
were done by IFPRI in cooperation with the Institut National de Recherches
Agronomiques du Niger (INRAN) and with the Zimbabwe Institute for
Development Studies (ZIDS).

Who Participates and Why?

The projects surveyed in both countries were highly effective in targeting
poverty. For example, Table 7.3 compares selected demographic and income
characteristics of participants heavily involved in the scheme versus those
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Table 7.3—Selected demographic, income, and wealth
characteristics of households in Niger and
Zimbabwe with low or high participation in
public works projects, 1990/91

Zimbabwe Niger
Participation Participation
Groups Groups
Indicator Low High Low High
Demographics
Attended primary school (percent) 83.0 65.0 10.0 0.5
Mean household size? 5.0 30 6.0 3.0
Wealth indicators
Index of income per capita 100.0 67.0 100.0 43.0
Livestock assets (TLU per capita)® 12 20 1.1 0.7
Area cultivated (hectare per capita) 04 0.6 0.3 0.1
Crop income (US$ per capita) 160.4 120.2 128.0 139.0
Participation
Days of project work per household 4.0 30.0 27.0 210.0
per year
Project wages as share of income 8.0 33.0 4.0 20.0
(percent)

Sources: IFPRI/ZIDS 1991 survey, IFPRI/INRAN 1991/92 survey.
3Members actually present during the previous six months.

U refers to tropical livestock units, where small animals are expressed in cattle equivalents
according to feed utilization.

less involved.? The table shows a strong correspondence between degree of
participation and selected indicators of poverty. In Zimbabwe, the house-
holds that participate the most in public works tend to be smaller than richer
households (three members versus five), the household heads are less well
educated, and they are more dependent on agriculture. Dependence on agri-
culture is demonstrated by higher livestock holdings and greater area culti-
vated per capita, but lower productivity (measured in terms of income) and
less land cultivated. Public works participants have an income that is only 67
percent of that of nonparticipant households.

3The degree of project involvement per houschold was assessed after the survey according to
the total number of days worked on the project during the preceding 12-month period. For the
cash-for-work participants, recall data we