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THE WORLD BANK / INTERNATIONAL FINAN CE CORPORATION 

OFFICE MEMORANDUM 
DATE June 10, 1988 

TO: 

FROM: 

EXTENSION 

SUBJECT: 

Mr. Dipak Mazumdar, EDIST 

Dennis de Tray, Research Administrator, PPRRA 

33480 

Research Proposal: Labor Markets in an Era of Adjustment 

Your request f or research support budget funding to underwrite 
a part of the costs of the above project has now been reviewed by two 
external and two internal referees and a subcommittee of the Research 
Committee. Based on the four reviews and its own assessment of the 
proposal, the subcommittee has decided against your request. As did the 
reviewers, the subcommittee recognized the importance of the overall 
topic you proposed to address, but was not able, on the basis of 
material presented, to judge the value added of your undertaking from a 
research perspective. Nor were we able to determine precisely what, in 
terms of research, the project was proposing to undertake or what 
methods would be used to carry out that research. 

As I indicated to you and to Mr. King earlier, the Research 
Committee is unlikely to support traditional EDI activities per se. 
However, it was my presumption that in the normal course of preparing 
EDI materials, research questions would occasionally arise that EDI 
staff might want to consider in parallel with their regular 
activities. Your proposal as it now stands looks very much like the 
proposal that was used to put together EDI funding for the book. 
Therein lies its principal shortcoming as a research proposal. If EDI 
and its staff are to seek funding through the central research program, 
they must be prepared to produce proposals that indicate clearly the 
research question or questions being asked and the methodologies that 
will be used to address those questions. A request to buy into an 
ongoing EDI activity seems to me not likely to succeed. 

Should you or Mr. King wish to discuss this matter further, 
please do not hesitate to contact me. 

cc: Messrs. C. Willoughby, T. King (EDI) 
Research Committee Members 

DDT:ava 

P-1 866 
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THE WORLD BANK/INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
DATE: June 6, 1988 

TO: Mrs. Pr.i h Plesch, PPRRA 

FROM: Friedr" Kahnert, ASIVP 
, 

EXTENSION: 7 6 3 7 6 

SUBJECT: My C0Dm1ents on "Labor Markets in an Era of Adjustment" 

If it is not too late, please replace "tenaciously" by "tenuously" 
in line 7 from the bottom of page 1 of my memo on the above, dated May 25. 

FKahnert:ctb 

cc: Messrs. 0. Yenal, H. Fleisig 



THE WORLD BANK/INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
DATE: 

TO: 

FROM: 

EXTENSION: 

SUBJECT: 

June 2, 1988 

Ms. Phi Anh Plesch (PPRRA) 

Dipak Mazumdar, EDIST /t:-
73305 

Research Proposal: Labor Markets in an Era of Adjustment 

1. Thank. you for sending me the comments from your 
reviewers. At the outset I would like to draw the attention of 
the Committee to the fact that there has been a 
misunderstanding about the nature of the proposal at least on 
the part of reviewers 2 and 3. This proposal is not and was 
never meant to be a research project in the traditional sense. 
It is not concerned with the specification of a model and its 
testing. Rather, it is part of the EDI activity in the production 
of "training material," and was approved as such within EDI. 
Training materials are developed by the EDI for the use in 
courses offered by itself or its partner institutions world-wide. 
An important by-product is the availability of material for 
teaching in universities both in developed and developing 
countries. As such the emphasis is on synthesis and 
interpretation of widely scattered discussions. To the extent 
that new data are readily available or easily acquired in 
specific countries some empirical research is undertaken in 
the preparation of training material. But even here the 
objective is not that of testing hypotheses emanating from a 
narrowly focussed model. Training material could be narrow 
or wide in scope. In the case of the present proposal the scope 
is a wide one. The objective is to provide a volume of analytical 
essays on the key issues in the subject of study and country 
case studies to illustrate the questions raised in the theoretical 
chapters. The proposal was submitted to the Research 
Committee only after discussions with Mr. de Tray, who 
assured Mr. King that support for this type of EDI activity was 
within the terms of reference of the Research Committee. 

2. Secondly, the proposal is nm requesting the Committee to 
commit itself to a funding of $500,000 as the Reviewer No. 2 
seems to think. Co-financing for the country case studies has 
already been obtained from the ILO and CIDA. Another 
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agency (ODA) is being requested to cofinance the cost of 
participation of the authors in one of the two conferences 
which are planned. The request to the Research Committee 
is only for funding the consulting fee of the authors of the 
issue pa,pers, and the cost of the participation of all the paper 
writers and discussants at one. of the conferences ($35K for the 
former and $53K for the latter). The request falls then more in 
line with the Research Committee's tradition of funding 
conferences in which invited participants have presented 
papers round a specific topic. 

3. Although no request has been made to the Research 
Committee in the country case studies, they might like to 
know that the statements from the Canadian co-ordinators 
which were attached to the proposal are not the final 
framework for the studies. They represented outlines of the 
subject area on the basis of which funding from other sources 
has been obtained. Professor Kanbur and I are developing a 
framework at a series of meetings with the consultants--the 
first of which was held at Warwick in April, and the next one 
will be in Toronto on June 6-7. A paper will be produced by 
Professor Kanbur and myself this summer as a result of this 
process, which will be circulated to the authors of the country 
studies to be used as the initial framework (nut. a model) for 
their work. The framework will, of course, be revised during 
succeeding meetings and at the first conference. The 
selection of countries has also not yet been finalized, but will 
be done during this summer as discussions continue. It is 
likely that what Reviewer No. 1 had in mind in point (2) on 
page 5 is already underway. I will, however, repeat that the 
request to the Research Committee is nm for financing the 
case studies, but only the issue papers. 

4. Reviewer No. 3 seems to doubt that with "a pay of $5,000 
the authors will be stimulated to produce a good paper 
containing discussion of a model and review of the literature." 
Actually at our Warwick conference we tentatively agreed on 
arrangements with four authors who presented their initial 
ideas: Messrs. Addison and Demery who have been writing 
extensively on problems of adjustment and income 
distribution; Dr. Paul Collier who is intensely involved in 
research on Women in Labor Markets; and Dr. Charles Bean, 
a young economist from the L.S.E ., who has worked 
extensively with models of stagflation in developed countries. 
Perhaps the reviewer does not know that contributors to the 
prestigious North-Holland "Handbook" series on different 
branches of economics, are not paid anything at all! 
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7. The same reviewer also raised questions about the utility of 
the conferences and the budget estimates for them. The 
rationale for the conferences was given in para. 28, page 22 of 
the proposal, perhaps too briefly. Since we envisage the 
country studies to be written by LDC based economists (in 
collaboration with an international consultant) we felt it was 
important to meet at least twice in the course of the project for 
the purpose of interacting with each other, as well as with the 
authors of issue papers. "The benefits of such interaction for 
participants from LDC institutions will be an important 
output of the project," and is in line with ED I's major 
activities. The budget as detailed in Item 4 on page 26 does not 
seem excessive (if one wants to bring the authors together at 
all, that is to say). 

8. Finally, the doubts about duplication which struck 
Reviewer No. 1 in his initial paragraph are probably not 
warranted considering the extensive involvement of the major 
investigators in the world-wide research program on 
structural adjustment. Professor Kanbur is an active 
participant in the research program on the Social Dimensions 
of Adjustment in Africa in the Bank, and is also an adviser on 
the ODI program. Professor Gerry Helleiner, one of our 
Canadian consultants, is co-director of the large program of 
research on adjustment conducted by WIDER. I am, myself, 
involved with the ILO research on the subject in Southeast 
Asia. The literature on the completed and on-going research-
on which, incidentally, a bibliography is being completed 
under Kanbur's supervision at Warwick--is fairly well known 
to us. It is because we noticed a gap in the research with 
respect to the focus on labor markets that our proposal was 
initiated. 

DMazumdar:ms 

cc: Mr. Timothy King, Chief (EDIST) 



TH E WORLD BANK / INTERNATIONAL FINANCE CO RPORATION 

OFFICE MEMORANDUM 
DATE: May 31 , 1988 

TO: Messrs. 

FROM : Phi Anh 

A. Golan, ASTDR and V. Corbo, CECMG 

~ .. ...., 
Plesch, PPRRA [i f1'-

EXTENSION: 31063 

SU BJ ECT: Research Proposal: "Labor Markets in an Era of Adjustment" 

Thank you f or agreeing to serve on the subcommittee set up to 
evaluate the above proposal. Enclosed for your review are the proposal, 
the chief economists' comments on the proposal, and a set of four 
reviews (two internal and two e xternal). These reviews were sent to the 
sponsor for their response. Such response, if any, is expected within a 
week and will be circulated to you. A meeting of the subcommittee will 
have to be scheduled soon to discuss and decide on the proposal. It 
will be held in Mr. de Tray's office. Thank you. 

P-1866 



TH E WORLD BA K / INTERNATIONAL FINANCE CO RPORATION 

OFFICE MEMORANDUM 
May 27 , 1988 

DATE 

TO 

FROM 

EXTE SIO 

Xr . Dipak Mazumdar, EDIST 

Phi Anh Plesch, PPRRA ~ 
31063 

Resear ch Proposal: "Labor Markets in an Era of Adjustment" 
SU BJECT: 

The Research Committee has issued a rule giving all sponsors 
the ri ght t o respond t o reviewers' comments before the Committee -- or 
its subc ommittees -- meets to decide on their proposals. 

In accordance with this rule, I am sending you the set of 
referees' reports on your above-titled proposal. Should you wish to 
respond to their comments , your response should be received by my office 
as soon as possible but no later than June 3, 1988 c.o.b. 

cc: Mr. T. King, EDIST 

P- 1866 



Preamble: 

Regional Consultation Form 

This form is designed to seek the comments of regional chief 
economists on research proposals that will involve their 
countries or regions. Its purpose is to allow the Research 
Committee to assess the extent of regional coordination and 
support for the proposed study. 

Research Proposal Title: Labor Markets in an Era of Adjustment 

Country Coverage: Tentative: 
Latin America - Brazil, Argentina, Bolivia, Costa Rica 
Africa - Kenya, Cote d'Ivoire, Ghana 
Asia - Malaysia, Thailand, Indonesia 

Comments by Chief Economist (Please ' ndicate whether you are satisfied with 
the level and form of oordination and liaison undertaken by 
project sponsors with the relevant operational units in your 
region. Also indicate any expression of support and in case of 
no support, please state the reasons) : 

A. No consultation has taken place with the Lead Economist for Malaysia and 
Thailand or with the Regional Chief Economist. 

B. We do not support this project because neither the research question to 
be investigated nor the approach to be taken is clear. 

I 11,_.-' I, Q Signature: c:,"'"~ ~ Date: May 25, 1988 

Please return the form to Phi Anh Flesch (S-13-137) by May 27 , 1988 c . o . b. 



FORM NO. 710 
(1o-83) THE WORLD BANK 

ROUTING SLIP 
DATE 

May 25, 1988 

FROM THE OFFICE OF THE 

REGIONAL VICE PRESIDENT 

NAME ROOM NO. 

Mr. de Tray S13-135 

APPROPRIATE DISPOSITION NOTE AND RETURN 

APPROVAL NOTE AND SEND ON 

COMMENT PER OUR CONVERSATION 

FOR ACTION PER YOUR REQUEST 

INFORMATION PREPARE REPLY 

INITIAL RECOMMENDATION 

NOTE AND FILE SIGNATURE 

REMARKS Re: Labor Market Research 

Please find ~ attached. for your 
r confidential intormation) a note from 

Danny Leipziger. 

t~ l,_ - t--1-~~ .. 
r~ -

FROM 
0. Yenal Of · 



Note to Mr. Yenal 

Re. Labor Markets Research Proposal 

Oktay, 

May 20, 1988 

DECLASSIFIED 

MAR 1 6 2021 

WBG ARCHIVES 

I am frankly appalled at the quality of this proposal. Even after 
reading the proposal and the broad, if unfocussed review of the literature, 
one still at the end does not have an idea of either the precise research 
question to be investigated or the approach to be taken. One becomes even 
more concerned when one gets to the outputs : (a) seven issue papers which 
all fall into the category of review papers which seek to tell us what we 
already know and (b) a group of country studies which will be handled by 
three separate study teams without any proposed methodology whatsoever. 
One finally reaches the point of incredulity when one sees that the country 
studies and initial workshop are fully funded and that the Bank is being 
asked to fund half of the remaining costs which includes $110,000 for 
meetings at Warwick, $50,000 for administrative costs and fees and $35,000 
for the ill-defined review papers. Surely this is not what our research 
budget should be spent for. Please tell me if you need more formal 
comments. 

DML: j le 



Preamble : 

Regional Consultation Form 

This form is designed to seek the co . 
econom~sts on re~earch proposals tha:m:~~~ ~~v:~~ional_chief 
countries or regions. Its ur . e their 
Committee to assess the ext~ntp~~eris_ to alllow t~e R~search 
support for the d egiona coordination and 

propose study . 

Research Proposal T"tl · ---=~:...::'...!2'...::'...'.::.:~-=i~::.e: Labor Markets in an Era of Adjustment 

Country Coverage: Tentative : 
Lat~n America - Brazil, Argentina, Bolivia 
Af:ica - Kenya, Cote d'Ivoire, Ghana , 
Asia - Malaysia, Thailand, Indonesia 

Costa Rica 

Comments by Chief Economist (Plea • d" 
the level and form o;ec~:r~~antet_whethedr ~o~ are satisfied with 

• a ion an liaison und t k b 
proJect sponsors with th 1 er a en y region Al . d" ere evant operational units in your 

• so in icate any e • no support, 1 xpression of support and in case of 
p ease state the reasons) : 

~ ~ ·J "~~/ D ~ 
tt1&-le~ w~ 

~f~;'~ 

u......c,-.e. c.v,/(. t'.! ~-

.fo~ I fa_" -~Jt,,J ~ 
.rµ._.-1-c. 5wiA"tL.r ~ ~ ~ - / I 
t.v l...o,/.. ~ fc...<_ S LcA. h.r fc,...ol i.... ·4 

~ a.... , ~ a,_ ..d... -4f /(..e,·11. ~-...,,t..r c; f<..e . 

ij,Fu,{__ 7d.- ·"7 5~,._s U.·d A.-?k-ot. t-.: CAC, 0
4
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1"Al;!,'tl N 
IJ Lu,1- ~ 

~) ~-J/s t..,,,.,..e w:,I- ~ ~~ee . .1'~,1'$1-

Date: /,,~ }~ /> pp Signature: 

Please return the form to Phi Anh Plesch (S 13 137) by May 27, 1988 c.o.b. 

~ t.-...eL,l_ · d l,,,. k c.--~ ~ -~ t; ,'de...~ ~ 
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FORM NO. 710 
(8 73) WORLD BANK GROUP 

ROUTING SLIP 
DATE .s/2?---

FROM THE OFFICE OF THE / 

REGIONAL VICE PRESIDE T 

NAME ROOM NO. 

t flA/1 fl£ 1,-lc .. s~-/J-13 'l-
I 

/ 
/ APPROPRIATE DISPOSITION NOTE AND RETURN 

APPROVAL NOTE AND SEND ON 
,--

COMMENT PER OUR CONVERSATION 

FOR ACTION PER YOUR REQUEST 

INFORMATION PREPARE REPLY 

INITIAL RECOMMENDATION 

NOTE AND Fl LE SIGNATURE 

REMARKS 

FROM F. t; 0 '/2' :-,'{(;3; ~- J l 'J';/l~ t 



Preamble: 

Regional Consultation Form 

This f orm is designed t o seek the comments of regional chief 
economists on research proposals that will involve their 
countries or regions. Its purpose is to allow the Research 
Committee to assess the extent of regional coordination and 
support for the proposed study. 

Research Proposal Title: Labor Markets in an Era of Adjustment 

Country Coverage: Tentative: 
Latin America - Brazil, Argentina, Bolivia, Costa Rica 
Africa - Kenya, Cote d'Ivoire,~ 
Asia - Malaysia, Thailand, Indonesia 

Comments by Chief Economist (Please indicate whether you are satisfied with 
the level and form of coordination and liaison undertaken by 
project sponsors with the relevant operational units in your 
region. Also indicate any expression of support and in case of 
no support, please state the reasons) : 

_,--, 

I e; 

~'4 
M__/ahv-e, 

~ aiia v!ul. 
~s 

Signature: ?J;.i~ 

~ ~ Ort a ~ 
~d 

Date: 
\ I I ~-1, · .. 

- L I 

Please return the form to Phi Anh Pl h (S 13 r -;:,,- ·· ....... -·,~ f 
esc 137) 1by May 27, 1988 c . o . b . 
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THE WORLD BANK/INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
DATE: May 24, 1988 

TO: 

FROM: 

EXTENSION: 

SUBJECT: 

Mr. F. StelfeJ O'Brien, 

Richard w{~bbe, AFl 

34510 

AFR 

Labor Market Research Proposal 

To my knowledge there has been no liaison with the RCI desk 
on the proposed research and the interested parties should contact 
Messrs. Cherif and Ghanem. They may also wish to refer to Newman's 
paper on RCI Wage Flexibility during a Recession (1979-84) as well as 
our special repqrt on Employment (1974). 

cc: Mr. Cherif 



Date : May 26, 1988 

To : 

From: 

Extn.: 

Subject: Research Proposal : Labour Markets in an Era of Adiu stm e n1 

This refers to your memorandum of May 23, 1988 on th e abo ve 
s ubject . I am attaching Ian Bannon's (the country economist far Ke nya! 
comments on the proposal . On the two poin ts on which you want ed o ur 
advice . First, neither Ian nor Aziz Khan who is currently wri ting a report 
on em ployment issues in Kenya have been consulted on this . Second, I must 
confess I share some of Ian's reservations ab out including Keny a: it is 
being overstudied; the authors appear to be over-optimistic about t he 
availability of the new data emerging and Kenya does not seem to u s a 
particularly good example of structural adjustment. So we are no t s ure we 
will learn very much more than wha t has alr eady been done . Do es the 
pro posa l involve any field work? If it do es, I would have even gr ea te r 
r ese rvations, becau s e we are currently overloading Kenya with ESW a nd other 
studies. 

cc. Mr Bannon 
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THE WOHLU lj,-\,. , , - I••••-•-- --~ - ,.-

-=°FFICE MEMORANDUM 
DATE: May 23, 1988 

TO: 

FROM: 

EXTENSION: 

SUBJECT: 

Messrs. Westebbe, Lateef, ~SMiiitPlnd Grawe 

F. Stephen O'Brien:/tr!J 

34637 

Research Proposal: Labor Markets in an Era of Adjustment 

The above-mentioned research proposal has been sent to me 
for regional clearance. The researchers are proposing.to include Cote 
d'Ivoire, Ghana, Kenya and possibly Zambia as country case studies in 
their project. I have attached the cover sheets and a brief on the 
Africa module of the study for your information. The Africa work 
would be supervised by Professors Milne and Helleiner of Toronto 
University. If you are not aware of this project and wish to know 
more, I have the complete proposal. 

At this stage I am required to certify whether I am 
wsatisfied with the level and form of coordination and liaison 
undertaken by project sponsors with relevant operational units in your 
regionw as well as whether we support the proposal. My deadline for 
reporting to the research committee is 5/27. Therefore, will you 
please provide me with answers to the above questions by c .o~ . 

hur 26. An EM or telephone call will suffice. Thank you. 
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LEE ST 
2993832 

TEL t~o . 

Ms. Phi Anh Flesch 
R0aearoh Committ&9 Sacr~tary 
~olicy, Plannirig and Research 
The World Bank 
1818 H ~treet, NW 
Washington, D.C. 204)) 

Dear Ms. Plo&ch, 

2993832 Ma~ 26 , 88 3 : 22 P . 01 102 

Reviewer 2 

Ma.y 26, 1988 

'l'he proposal "Labor Markets in an Era of Adjuistment•i by Mazwnda.r 
and Kanbur addresses an important set of iaauea. Labor market mechanisms 
mediate moat of the welfare effects of structural adjustment policies 
and a better understandi ,-ig of how these mechanisms work in developiing 
countries will certainly be of value to policy makers in designing 
structural adjustment programs, Further, the specific areas the authors 
propose to pursue impress me as an extensive list of the most important 
topics relevant to the role of structural adjustment. These are the 
propoaa.la stro~ point&, 

The major weakness ot: this proposal 1s that it is extremely vague . 
as to what the a.uthora will do to address the issues they have 1dent1.fied• 
Besides offering to survey and synthea1ze certain literatures and to 
"tabulate and analyze ex1st1f18 data" in circwnBtance1;3 where their 
questions can not be a.nswered by literature review,the proposal goes 
no further in detailing the methods to be employed, 

Were the principal invmtigators com.date unknowns this proposal would 
be a very big risk, Ho~ever, at least one of them, Prof. Kanbur (the 
only one who's c.v, waa 1noluded in my copy of the proposal) is a very 
capable and accOll\plished economist. It is not impossible that, ae ill
def1ned as this project ls, 1t could produce results which would be 
very usetu1 to tne wor1a ~ank anu pol1cy makers in developing countri es. 
But, despite Professor Kanbur's exceptional ability the World Bank 
might want to see a more detailed proposal berorecomm1tt1ng to a $5?J,OOO 
project. A problem may be that the project would have to be substantially 
underway before it would be poaaible to provide a more detailed descrtpt1on 
of what would be done, 

As an alternative the Ba.nk may wish to fund soma small part of the 
proposal and evaluate the product before colllJllitting to additional 
:funding. Perhaps the authors oould be funded to produce first drafte 
of two of the issue papers described on pages 1S-20 of the propoeal. 
The first two would be the ones which I would guesa would be the 
most interesting and the easiest with which to Bt8.X't, 
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The same approach might be taken with the country case studies~
have the authors produce one or two and then evaluate them before 
c0111J111tt1ng to funding the full aet .of .studiea. The Bank and the 
authors could cola"borate in choosing a good test case. 

When the projact 1a considered for full funding 1t would be a good 
idea to prov1de the reviewer with o1ogra.ph1oal 1nformatt on for all 
the major participants. not Just the primary pr1no1pal investigator. 

I hope this rev1ew proves useful to you. I wo~ld be happy to discuss 
my eva.lua.t1on ~i th you if you have further queat1.ons. I can oe reached 
at (312) 8Z5·1671 Wltil May 30th. After that I will be back in 
Ber keley s t arting June 1st. 

/7 ancerely,_ / i . . ,•~~-/ 
_..,,,- ,t:,_~·-. /' .,.. 

I//' ~~-:-2 :/ 
W1111M T. Dickens 
Associate Professor 
Department of illconom1cs 
University of California, 

Berkeley 

Social Security Nwnber 
J2.5-44-86J.5 
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Friedri Kahnert, ASIVP 
) 

76376 

Reviewer 4 

SUBJECT: Research Proposal: Labor Markets in an Era of Adjustment 

1. Before commenting on the proposal, I have to confess to 
significant scepticism as to the actual operational impact of the 
vast amount of research that has gone and is going into the 
functioning of labor markets. This is based in large part on two 
factors. One is the unusually pronounced penchant, at least in 
the modest part of the vast literature I am familiar with, to 
interpret available data to prove preconceived ideas. This is not 
at all to question the competence of the well-known individuals 
that will work on this project, but to point out the considerable 
difficulties that will be encountered in the literature surveys 
that are such a large part of the project. The other factor is 
the dominance of "political economy" in this subject area, which 
greatly restricts the scope for identifying lessons of general 
significance. 

2. This being said, I wonder whether para. 3 on page 5 
asks the key questions in the right way. To my mind, the three 
critical questions are: 

(a) what helpful action is possible in the labor market to 
facilitate adjustment? 

(b) how do adjustment policies affect the functioning of 
the labor market and, through it, longer-term growth 
prospects? 

(c) can and should labor market intervention be used to 
cushion the impact of adjustment on poverty? 

In this light, many of the questions in para. 3 seem to be either 
only tenaciously related to adjustment issues as such (i.e., 
effectiveness of traditional demand management or the position of 
women) or overly oriented to "protect" and "preserve" (i.e., human 
capital of the labor force, specifically "in areas of dynamic 
comparative advantage"). Before protecting and preserving, it 
seems necessary first to establish that this is necessary and 
sensible. 

P-186 7 
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3. Judging from the Latin American and African study 
proposals which are attached to the overall proposal, fact-finding 
may fall short of what is desirable. To start with, the main 
proposal repeatedly talks of distinctions to be made between the 
tradeables and non-tradeables producing sectors (e.g., paras. 6, 
16, 24 (i) and 24(ii)), but the case studies make no specific 
mention of it, perhaps because it will be difficult to find the 
data. Next, para. 24 (ii) says analysis in developing countries 
has to distinguish "at least" between formal urban, informal 
urban, and rural labor markets. But my reading of the literature 
is that segmentation along these lines is neither fully proven nor 
anywhere near as important as this text seems to imply. 

4. The case study proposals both list "the behavior of 
segmented labor markets during adjustment" as an issue to be 
investigated (both on page 4 and in issue no.7). What follows, 
however, does not follow through on the three tiers of the labor 
market laid out by the main proposal and shows one of the few 
differences in these study proposals. The Latin American proposal 
seems to look only at formal and informal sector activities, not 
at the rural labor market. And informal activities are examined 
only in relation to the worsening conditions of employment in the 
formal sector. While the African proposal includes a more 
satisfactory examination of changes in the overall wage structure, 
it talks only of rural/urban differentials, not of formal/informal 
differentials. In any case, it would be necessary first to 
establish that segmentation actually existed and was important in 
each country studied, and then to see whether and in what form it 
has survived the adjustment process. 

5. The same need to estabish facts attaches to the 
statement towards the end of para. 14 of the main proposal that 
there are close links between the informal sector and poverty. As 
far as I can tell, these links are far from fully established. In 
fact, there seems to be considerable evidence that the poor have 
labor market affiliations across all sectors, including the public 
sector, and are not concentrated disproportionately in the 
"informal" sector. Poverty seems to have more to do with the 
sector of activity (e.g., concentration in agriculture) and with 
life-cycle issues (e.g., the young and inexperienced, those with a 
lot of children below working age etc.) than with formal or 
informal sector distinctions. Establishing the facts in this 
regard seems to me to be a precondition for sizing up the role of 
the labor market in transmitting adjustment effects into poverty 
and for identifying suitable palliatives. 

6. The main study proposal rightly emphasizes the 
overriding role of political economy in both adjustment and labor 
market functioning (e.g., paras. 10, 11, 16, 17). This does not 
receive the same kind of emphasis in the case study proposals. 
Instead, these proposals emphasize the analysis of a common set of 
issues in order to improve cross-country comparability and even 
some of the study countries (e.g., Kenya, Bolivia) are chosen in 
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part for this reason. Given the country-specific nature of 
political factors, this raises the danger that important country 
issues will be downplayed in the quest for comparability. It is 
hard to assess this danger, particularly since both the longer 
"issues paper" to be submitted to the April meeting and the 
results of that meeting - if it took place - are not available. 

cc: Messrs. 0. Yenal, H. Fleisig 

FKahnert:ctb 
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INSTITUTE OF INTERNATIONAL STUDIES 

Ms. Phi Anh Plesch 
Secretary, Research Committee 
Policy, Planning, and Research 
The World Bank 
1818 H Street, N.W. 
Washington, D.C. 20433 

Dear Ms. Plesch: 

BERKELEY, CALIFORNIA 94720 

215 Moses Hall 
17 May 1988 

Attached please find review of research proposal as requested in 
your letter of May 9, 1988. The deadline of May 20, 1988, including 
mailing both ways, was not exactly realistic but I have done my 
best. 

With my best regards, 

Yours sincerely, 

1--'<.!i~ 



Labor Markets in an Era of Adjustment. 

A Research Proposal by Ravi Kanbur and Dipak Mazumdar. 

Comments by Bent Hansen. 

Reviewer 1 

1 

My immediate reaction to this research proposal was that here we 

have apparently another project joining an already crowded bandwagon. 

Since, as the authors correctly emphasize, there is on the one hand, "a 

large literature on the performance of labor markets in developing coun

tries," and on the other, "a large research effort •.• underway in the 

Bank and in other international agencies ••• on the impact of adjustment 

on poverty," it appears imperative, to avoid unnecessary duplication and 

overlapping, hence waste of resources, that this particular project be 

carefully designed and structured so as to fill a genuine gap in current 

research programs and in our knowledge and understanding of contemporary 

adjustment problems related to balance of payments and international 

financing developments and not just so as to demonstrate that even the 

Bank has jumped the bandwagon. (Isn't something like this actually going 

on in CECDA-Nll?) 

The proposed project falls essentially into two parts, of which one 

part would survey existing literature and draw out the main implications 

for policy. The other part would consist of country case studies. Not 

unrelated, of course, these are in themselves projects so different in 

nature that they should be evaluated separately: 

(1) Literature surveys, not already undertaken elsewhere from the 

same point-of-view, are always useful. They may bring to the surface 

important contributions that have not been noticed by profession or 
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governments and may, in any case, save these a lot of time. This is 

especially the case in a fast growing area such as this one. Relevance of 

the literature selected for review is crucial, however. There was a time 

when only specific "development theory" was thought relevant for LDCs. 

The profession has now almost ended up in the opposite ditch with the same 

theory applied everywhere under all circumstances: What is sauce for the 

goose is sauce for the gander . The authors are aware of possible limita

tions of the applicability of theoretical and empirical analysis of labor 

and macroeconomic policy in DCs but are not correct in claiming that "it 

generally works with a single, integrated labor market" (p. 16) and that 

this should be the reason why such theory should not be directly 

applicable to LDCs. 
d4al 

Theories of labor market segmentation ,!labor markets, 

insider-outsider markets, exposed vs. sheltered markets, an d what have 

you, grew out of the analysis of the coincidence of high inflation and 

high unemployment, i.e., "stagflation" and the impact of external shocks 

in DCs. Any review of labor and macrotheory for DCs would have to 

strongly emphasize these aspects. Since, moreover, empirical analysis has 

been remarkably unsuccessful in corroborating such theories even in 

countries with plentiful data and the theory itself has been remarkably 

unsuccessful in dealing with these problems for DCs its applicability to 

LDCs is by no means a foregone conclusion. Is it not sauce for the goose, 

why should it be sauce for the gander? One Ely-lecture and several 

sessions in the last AEA convention (AER, May 1988) are testimony to the 

inability of both Keynesian and monetary theory in handling contemporary 

problems of unemployment in DCs. It is also the case that most studies of 

labor markets in LDCs are of poor quality with the conclusions reflecting 

the prior - be liefs of their authors more than anything else. All this, I 
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think, should be a primary concern for a balanced literature review. It 

makes such review difficult but also all the more important. 

It is a basic problem whether labor markets in LDCS are in fact 

segmented and to what extent. Opinions are very divided, partly, 

probably, because countries are very different. In one of the partic

ipating ILO countries, Indonesia, one school strongly claims that 

segmentation is a fact and is important (anthropologists and Papanek et 

al.), while another school equally strongly claims that there is no 

statistical evidence for the segmentation hypothesis (neo-classics and 

Paul Collier et al.). My personal impression is that Indonesian data are 

too poor to permit definite conclusions. The proposal, paragraph 15, 

seems to imply that within agriculture there is never segmentation in 

LDCs. The Indonesian controversy is exactly about agriculture, however, 

and it is well-known that with sufficient disaggregation some segmentation 

(typically by sex) will always be discovered. One powerful prior argument 

about segmentation is related to the time perspective. In the very short 

term any labor market is highly segmented, in the very long term any labor 

market is (almost by definition) integrated although admittedly some forms 

of segmentation may not disappear even in the longest term (sexual, 

racial, cultural, national). The project is a bit ambiguous at this point 

but seems to argue against choosing too short a time perspective (vide the 

criticism of export promotion by reference to the infant industry argu

ment, pp. 13 and 20). The project should make up its mind about the time 

perspective and should in my opinion operate with a time perspective from 

the shortest to the longest, not overlooking hereby that the longer the 

time perspective the less important is labor market segmentation. 
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Ultimately, of course, the issue of the existence of labor market 

segmentation can only be settled empirically and that takes me to the 

country case studies. 

(2) Country case studies require careful preparation and selec

tion. It appears to me that the project leaves something to be desired at 

this point. Random selection of countries is presumably out of the 

question. In regard to institutions any country may be unique. Avail

ability of financing seems to have been one criterion. This is certainly 

necessary ,. but should not be a sufficient condition. A country selected 

should in some way al so be 11 i nterest i ng 11 and it should have adequate data 

and other information. If all countries really are unique, any country 

should be interesting. From this point of view the selection suggested 

appears a bit arbitrary (without being random, of course). We are left 

then with the availability of data which is an indispensable requirement. 

Availability of labor force surveys, LFS, seems to have been an overriding 

consideration. Availability of LFS, however, is not enough to settle the 

issues this project is attempting to tackle. LFSs, more often than not, 

do not collect wage data and it is typically very difficult, if not impos

sible, to find matching wage statistics. Both volume (quantity) and wage 

data are, however, indispensable for this project. The quantity data from 

LFSs are, moreover, very crude. They give numbers of people with no 

information about hours worked. They are unreliable on unpaid family 

labor if at all they include such labor. Their unemployment data are 

frequently dubious, not only definitionally but also in relation to 

seasonalities, the latter a particularly difficult problem in agricul

ture. Considering the unsettled state of the arts in the United States 

and Northwestern Europe despite the rich data supply of these countries, 
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to get anywhere for LDCs may require data of an abundance and a quality 

available only in very few, if any, LDCs. I am, for instance, convinced 

that the Indonesian data are not sufficient for the purpose. 

Summing up: 

(1) The literature survey proposed is probably worthwhile but it 

must be realistic about the unsettled state of the arts for DCs 

and the poor quality of the arts for LDCs. 

(2) Country case studies of LDCs is a must if progress is to be 

made at all. At this point, however, the project needs more 

preparation. Since data availability is the basic constraint 

the project might start out with (a) a survey of data require

ments, followed by (b) a survey of data availability in all 

countries. Country selection could then be undertaken. I feel 

pretty confident that if the project is realistic, countries 

selected may be counted on the fingers of one hand--at the 

best. It is highly unlikely that any of these countries should 

be sub-Saharan. 

(3) What is proposed here does not require any large machinery, 

initially at least. The authors might do the work themselves 

in preparing a revised project proposal. 



Preamble : 

Regional Consultation Form 

This form is designed to seek the comments of regional chief 
economists on research proposals that will involve their 
countries or regions. Its purpose is to allow the Research 
Committee to assess the extent of regional coordination and 
support for the proposed study. 

Research Proposal Title: Labor Markets in an Era of Adjustment 

Country Coverage: Tentative: 
Latin .America - Brazil, Argentina, Bolivia, Costa Rica 
Africa - Kenya, Cote d'Ivoire, Ghana 
Asia - Malaysia, Thailand, Indonesia 

Comments by Chief Economist (Please indicate whether you are satisfied with 
the level and form of coordination and liaison undertaken by 
project sponsors with the relevant operational units in your 
region. Also indicate any expression of support and in case of 
no support, please state the reasons) : 

Signature: Date: 

Please return the fo~m to Phi Anh Flesch (S-13-137) by May 27, 1988 c.o.b. 



FROM: Luis A.Riveros, Economist CECMAGr 

TO : Phi Ann Plesh, PPRRA 

EXT. : 61762 

Date: May 15th, 1988 

Revi ewer 3 

Subject: Review of the Research Proposal "Labor Markets in an Era 
of Adjustment". 

Please, find attached my comments on the above 
research proposal. In short, my opinion is that the proposal is 
still very preliminary and that a description of a common 
methodology to investigate the various subjects in different 
countries would be indispensable in order to consider it for 
funding. At this stage it is not clear whether this proposal 
consist of an analytical research or just simply in a review of 
existing literature. In any case the accompanying budget is not 
entirely justified, particularly because of the significant 
amounts provided for meetings which would be, in any case, the 
use of most of the resources provided by the search committee. 



Subject: Review of Research Proposal :"Labor Markets in an Era 
of Adjustment" 

General Comments: 

This proposal is still very preliminary. It covers 
a very wide range of problems and geographical regions, but 
without expliciting the research methodology to be used, nor the 
analytical framework conceived for the country studies. The 
policy implications are not explicited and the specific countries 
to be analyzed are still undefined. 

The proposal is not clear on whether the research 
consists of building an analytical model to be implemented with 
data at a country level, or it is simply a review of the existing 
literature. Given the suggested use of the final volume in 
training activities, the underlying idea of this research is 
probably closer to the latter. If so, the project seems too 
expensive, particularly because the literature on the issue is 
rather scarce in LDCs. On the other hand, if some analysis is 
going to be performed at a country level (as suggested by many 
references to survey results in the attachments to the proposal), 
the absence of a common suitable analytical model is troublesome. 

Besides, the set of countries to be studied has not 
been identified yet. When specific countries are indicated, there 
is not satisfactory explanation of the interest of that 
individual specific country study. For instance, and not because 
of the interest arising from its adjustment experience, the 
proposal suggests to include include Colombia because of the 
externalities provided by another project in which one of the 
authors is involved. Furthermore, a more careful justification 
for the issue papers is needed. Some of them are too broadly 
defined and, even if one agrees on their relevance, the specific 
topics to be discussed or emphasized are simply unclear.In some 
cases, the issues to be analyzed are not necessarily relevant. 
This is, for instance, the case of the proposed study on DCs' 
labor markets in order to extract some lessons regarding the 
performance of labor markets in LDCs. I believe the problems are 
simply very different. 

With regard to the budget, it is important to note 
that almost 407. of the total cost corresponds to the financing of 
"meetings". There is a budget of $50,000 for country studies in 
each region, which is not totally justified in the corresponding 
attachments to the document. Besides, there is no a specific 



proposal attached to the project for the case of Asia. Finally, 
the funds to be raised (from RSB-IBRD and ODA-London) would cover 
the expenses of two meetings <April B9 and November 89) plus 507. 
of the country studies for Africa and Latin America, the issue 
papers and some other administrative costs. Consequently, the use 
of funds of the Research Committee would not be covering research 
expenses. 

I believe the research proposal should not be 
approved at this point because it is still too sketchy. It only 
contains a general description of the issues to be studied and 
more justification is needed for most of the budgeted expenses. 
The authors may be invited to make a new presentation to explain 
the methodological aspects absent in the current version. At the 
same time, they must explicit and justify the countries to be 
included and the collaborators which will be involved in both the 
issues papers and the country studies. 

SOME SPECIFIC COMMENTS 

The issues to be investigated are too broadly defined 
(particularly those raised in connection with output adjustment 
and flexibility of the labor markets, or with labor markets and 
poverty). I do not believe that with a pay of $5,000 the authors 
will be stimulated to produce a good paper containing discussion 
of a model and review of the literature. It would be advisable 
to concentrate in a few specific issues from the beginning. Is 
there any coordination with research carried out at the Bank and 
other institutions? 

The issue of "women and the labor market" is not very 
motivating from the point of view of adjustment ( in any case, 
why not the rural worker, the young or the older members of the 
labor force?). 

How are the authors going to deal with the overlapping among 
issues paper (for instance, how to differentiate output and labor 
market flexibility from the issue "Medium-run adjustment and long 
run growth"?) Once again, more detail is needed regarding the 
content and methodology of the issue papers. 

Surprisingly the authors did not include Mexico in the 
studies for Latin America. The proposal mentions Brazil, 
Argentina, Bolivia and Costa Rica, but the attached document by 
Berry and Horton also mention Chile, Colombia and Guatemala. 
This has to be clarified. 

I am not familiar with the background and production of the 
institutions mentioned in page 22. The authors could provide us 
with more information as to why they are useful in the cintext of 
this proposal. Surprisingly the PREALC and JASPA officies of ILO 
are not included, in spite of the facts that they are the most 



trained in this area, and they can provide with suitable 
i nformati on. If ILO is co-financing this study it would not be 
difficu lt to involve thei r regional offices in the preparation of 
the cou ntry papers. 

How c an the proposal mention 6 issue papers while the budget 
al lud es to 7? 

The money budgeted for meetings ($55 , 000 each meeting) is 
presumably too much and it is not justi fied in the presentation. 
I t is not clear what are those meetings for, and who is going to 
participate. Are there cheaper alternati v es to coordinate the 
country s tudies?. 

The s ummary budgets have to be e x plained more i n detail. For 
instan ce , what does "analysis" mean? 

Why do the attachments keep mentioning 
counterpart"? Is there already any committment? 

"the Canadian 

The bibliography available on labor market experience in 
Latin America is much vaster than the one reviewed for the 
proposal. I believe DRD-IBRD produced many documents with regard 
to adjustment and labor markets for countries like Brazil, 
Argentina, Chile, Peru and Colombia. 

How are the issues raised in the case of Latin American 
countries going to be studied? They seem to cover everything, 
but there is not any clue on how are the issues connected among 
themselves or on what methodology will be used to analyze the 
empirical information. 

The African countries included should be 
carefully if the crucial aspect to be considered 
(why not Morocco or Zimbabwe?) 

selected more 
is adjustment 

The proposal is lacking specific references to policy 
issues, particularly in the context of how a better understanding 
of the role of the labor market may contribute to improve the 
policy stance. 

It is important to include the CVs of 
other researchers involved in the proposal. 

the consultants and 

Finally, if there is a new presentation of this proposal, it 
will be very important to include an abstract indicating the 
relevance and methodology of the study, purposes of each stage 
and the importance for Bank ' s operational activities. 



TH E WORLD BANK / INTERNATIONAL FI NANCE CORPORATION 

OFFICE MEMORANDUM 
DATE May 12, 1988 

TO Mr. Friedrich Kahnert, ASIVP 

FROM Phi Anh Flesch 1rir 
EXTENSION 31063 

SU BJECT Research Proposal: "Labor Markets in an Era of Adjustment" 

Thank you for agreeing to review the enclosed proposal for the 
Research Committee. I would greatly appreciate it if I could receive 
your confidential report on or before May 25 , 1988. 

Enclosure 
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DATE 
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EXTENSION 

May 6, 1988 

Mr. Luis Riveros, CECDA 
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31063 

SU BJECT Research Pr oposal: "Labor Markets in an Era of Adjustment" 

Thank you for agreeing t o review the enclosed proposal f or the 
Research Committee . I would grea tly appreciate it if I could receive 
your confidential report on or before May 13, 1988. 

Enclosure 
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THE WORLD BANK / INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
DATE: May 3, 1988 

TO: Mr. Dipak Mazumdar, EDIST 

FROM : Phi Anh Plesch, PPRRA 1JtP 
EXTENSION 31 063 

SU BJECT: Research Proposal: "Labor Markets in an Era of Adjustment" 

This is to acknowledge receipt of your research proposal on the 
above t opic on May 2, 1988. The proposal will be reviewed by the 
Research Committee and decisions on its funding will be communicated to 
you as soon as the review process is completed. 

cc : Mr. T. King, EDIST 
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Labor Markets in an Era of Adjustment: A 
Summary of the Proposal 

1. Objective 

1 

The objective of the project is to provide a detailed study of the role of labor 

markets in the problems of stabilization and structural adustment in developing 

countries. The way the labor market performs is crucial, first, for the ease with 

which the structure of production can be adjusted in appropriate directions, and 

secondly, in determining the impact of adjustment policies on poverty and the 

distribution of income. It should be noted that the labor market has a wide 

conotation for developing countries. It includes wage labor as well as the self 

employed found in large numbers in the urban informal and rural sectors of the 

economy. 

2. Sources 

The work on the project will draw on the literature of labor markets in 

developing counries, and try to focus the traditional concerns in this literature on 

the problems of adjustment (See Section 2). Contributors to the issues papers will 

also utilize the results from the analysis of labor markets in developed countries, 

particularly in the fields of stagflation and of open economy models (See Section 

4). 

Apart from the published literature the project will review and utilize the 

large amount of ongoing work in the general area of stabilization and adjustment 

sponsored by a number of international agencies, e.g. ILO, WIDER, UNICEF, 

ODA, OECD etc. (See Section 3). While work on these studies reflect the specific 

objectives of the agency concerned, they all have some discussions of a conceptual 

or empirical nature which have ? bearing on our project. 



3 . Proposed Output 

The project aims at producing two distinct sets of output: 

(i) A volume consisting of a number of issues papers and some case 

studies of developing countries whose experience illustrate the key 

issues discussed. 

(ii) An annotated bibliography of the large and growing literature on 

adjustment problems mentioned above (together with an 

introductory essay on the major results). 

2 

The final output of the project will be preceded by a number of intermediate 

products which can be used in EDI seminars at an early stage. For example, an 

initial attempt at a selective and synthetic essay on the results of existing and 

ongoing research will be made as part of the paper by Kanbur and Mazumdar to be 

circulated to authors of case studies in the summer of 1988. 

4 • Organization and Planning of the Project 

The project will be organized in four phases under the guidance of Ravi 

Kanbur, (Warwick University (See C. V. enclosed), and Dipak Mazumdar 

(EDIST). 

In the first phase (Jan 81 and Jun/Jul 88), the work on the annotated 

bibliography will be initiated. Also, on the basis of this proposal, a small 

workshop will be held in April 1988 at Warwick to sharpen the focus further and 

agree on a firm chapter outline. The search for authors of issues papers and 

country studies will be completed by June 1988. 

In phases II and III the authors associated with the project will finalize their 

papers, interacting with each other and the project coordinators at two meetings in 
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April and November 1989. We envisage that an important part of the project will 

be the active participation of contributors from institutions in developing countries, 

particularly on the case studies. Hence provision has been made for meetings to 

bring the participants together. 

The work on the annotated bibliography will continue during this period. 

The final phase ( ending in June 1990) will consist of the editing of the papers into 

a volume, and of the writing of the synthesis and overview chapter by Kanbur and 

Mazumdar. (See Section 6 for details). 

S • Budget and Financing 

The Budget for the whole project is $370K. As detailed in section 7, co

financing of $175K has already been found through EDI, CIDA and ILO. This 

leaves $195K for which further financing is required. 
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Labor Markets in an Era of Adjustment 

1. Introduction 

1. During the 1980s a number of developing countries have adopted explicit 

programs of Structural Adjustment. The historical developments leading up to 

these programs include external shocks and inappropriate internal policies. There 

were external shocks such as the increase in oil prices in the late 1970s, followed 

by a global recession which had a severe impact on commodity prices. In the face 

of these shocks most governments did not adjust their fiscal and monetary policies 

sufficiently quickly, which led to growing internal and external imbalances. Given 

this situation, there was a need for short-term stabilization as well as medium to 

long term structural adjustment. The latter involves policies such as reducing public 

sector employment, eliminating price distortions, export promotion and industrial 

restructuring. 

2 . Many of these adjustment programs have been put into place with Bank 

assistance, and in fact for several countries these programs have been running for 

three or more years. The major rationale behind these programs is to assist 

countries in adjusting to the changing realities of international markets by shifting 

the structure of production in appropriate directions. Such a shift in structure 

towards more export - oriented production--whether in industry or in agriculture-

requires a shift in factors of production between the different sectors. Clearly, 

therefore, labor markets and their response to economic forces play a central role in 
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the adjustment process. A second concern with recent adjustment policies has been 

their impact on poverty and the distribution of income. Here again the way labor 

markets respond to changes in macro economic policies in the short and medium 

term is crucial to the outcome. 

3. The general concerns above translate into specific policy questions. They 

include: How effective is traditional demand management as a tool of employment 

policy in the new circumstances, and what support (if any) should be given to 

wage indexation proposals? What are the issues in reform of public sector 

employment and wage policy? What are the short-term policies needed to preserve 

the human capital of the labor force under current conditions? How is the position 

of women in labor markets to be protected and enhanced? What are the new 

policies that can be implemented to protect and encourage a modern sector labor 

force in areas of dynamic comparative advantage? These and other specific policy 

questions on labor markets during the era of adjustment form the basis of this 

project. 

4. There is of course a large literature on the performance of labor markets in 

developing countries. But this is a diffuse literature covering a number of themes. 

Our idea is to focus the results of this literature on the current policy issues raised 

by the structural adjustment process. Similarly, a large research effort is now 

underway in the Bank and in other international agencies (UNICEF, FAO, OECD, 

ILO, WIDER, IMF) on the impact of adjustment on poverty. However, the 

studies being produced reflect the diverse interests of the agencies involved. There 
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is a need to synthesize this work and to link it to the concerns of the labor markets 

literature. The object of this project is to produce such a synthesis, together with a 

set of studies which will prove useful in the preparation of seminar and training 

material for policy makers in LDCs.In section 2 below we provide a brief 

discussion of how the traditional themes of the labor markets literature tie in to the 

emerging policy concerns in this area. On the basis of this intersection we then 

proceed to a detailed discussion of the project structure. 

2. New Policy Issues and Traditional Themes 

5. What are the main new policy concerns? The need for structural adjustment 

is indicated, in the first instance, by an external disequilibrium as the result of 

absorption exceeding output (or, put another way, expenditure exceeding income). 

The disequilibrium can arise either because of external shocks or because of internal 

reasons to do with inappropriate policies. But if the resulting debt is 

unsustainable, then adjustment is a necessity. But adjustment can of course be 

accomplished either by reducing absorption or by increasing output. We may 

perhaps refer to the former as macroeconomic adjustment and to the latter as 

structural adjustment (see Kanbur, 1986). Concentrating on the latter, as being the 

major thrust of Bank-assisted programs, we can immediately identify several 

strands of thought. 

6 . One strand sees the problem as essentially one of increasing the output of 

the tradeable sector by removing price distortions which favor non-traded sectors 
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and import substitution sectors rather than export sectors. This is the line of 

argument which leads to the policy recommendations (as in the case of Cote 

d'Ivoire) to increase the producer price of primary exports and to remove barriers 

against manufactured export industries. Yet another strand of thought sees a 

supplementary, and perhaps equally important, problem as being one of increasing 

output generally by freeing up rigidities in factor and output markets, and by 

improving the "X-efficiency" of parastatals and other public organisations. These 

strands of argument, and the policy recommendations that emanate from them, are 

complementary to each other. But the former highlights an important distinction-

that between the tradeables producing sector and the non-tradeables producing 

sector--which is not always present in the traditional labor markets literature. In the 

latter, labor markets are classified according to criteria such as their degree of 

"formalness" as measured by minimum wage legislation, unionization or other 

institutional features. But formal labor markets can be tied in to tradeable and non

tradeable output markets, as is t~e case for many manufacturing industries. 

Similarly a competitive labor market can be present in sectors producing primary 

commodities for export as well as in an urban informal sector which produces non

traded output. 

7. A major challenge which the current policy concerns pose to the traditional 

labor markets literature is thus to combine the analysis of segmented labor markets 

with sectoral breakdown on the output side which matches more closely the 

traded/non-traded divide which lies at the heart of the structural adjustment 
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problem. However, so far as the general question of improving the efficiency of 

the economy is concerned, the traditional concerns of labor market efficiency fit in 

very well with modern policy interest. 

8. As the structural adjustment process has gathered pace, there has been a 

growing concern about the distributional consequences of adjustment, as reflected 

in recent policy papers at the IMF, the Bank's submission to the Development 

Committee, projects within the Bank to analyze the social dimensions of adjustment 

and perhaps amend programs accordingly, and projects in many international 

agencies (OECD, UNICEF, F AO, ILO) to investigate the problem in relation to 

their own terms of reference. 

9 The details of these projects are taken up in Section 3 below, but there 

appear to be two distinct aspects to this distributional concern. The first is about the 

impact of the adjustment on the already poor. This poverty focussed concern has 

led to a number of recent contributions (Addison and Demery, 1985, Kanbur, 

1987) and it ties in very well with one of the traditional themes in the labor markets 

literature which we identified below --the contribution of labor markets and their 

operation to poverty and to poverty alleviation. It stands to reason that labor 

markets must be an important intermediary between structural adjustment and its 

impact on poverty, and we argue below that the existing literature is well poised to 

help in the analysis of this intermediary role. 
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10. The second aspect of distributional concern relates to the upper and middle 

end of the distribution. It appears in the worry that if the adjustment process 

makes powerful sections of the society worse off, they may mobilize to undo the 

process or at least prevent its full operation. Through cost of living adjustments or 

other means these groups may well succeed in restoring their standard of living, but 

at the expense of the adjustment process (Braverman and Kanbur, 1987). This 

political economy argument finds an echo in the traditional labor market literature's 

concern with wage indexation, the wage-price spiral, and inflation. 

11. The above is an account of the broad policy concerns in the era of 

adjustment. This is not the place for a detailed discussion of specific policy issues, 

which are in any case likely to be country-specific. But these specific questions, 

such as the role of public sector employment and wages, the position of women in 

the labor market, or manpower and training policies, do fall under the broad 

headings we have sketched out and will be treated in the set of studies we propose 

(see Section 4). We turn now to the traditional labor markets literature to see how 

the concerns in that literature mesh with the emerging policy issues in adjustment. 

12. One can identify several well established themes in the literature on labor 

markets in developing countries. The existence and nature of segmented labor 

markets, because of the prevalence of the family mode of production, has been 

reviewed by Sen (1975) and Mazumdar (1987), among others. This theme also 

goes back to the surplus labor models of Lewis (1954). The central idea is that 
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because of a number of technological and II mode of production II features, the wage 

mechanism will not necessarily operate to clear the labor market, with resulting 

unemployment. This theme has been taken up again in the recent work on the 

efficiency wage and its labor market consequences (see Dasgupta and Ray, 1986). 

13. Related to the above idea is of course the notion of imperfections caused by 

an institutional wage being fixed in the modem or formal sectors of developing 

countries. The formal sector can encompass both private firms and government 

employment The inefficiencies caused by such rigidities have been investigated by 

many, starting from the work of Todaro (1969) and Harris-Todaro (1970). The 

consequences for trade policy have been analyzed by Bhagwati and Srinivasan 

(1974). and for factor mobility and growth by Corden and Findlay (1975). among 

others. However, less has been done on how these labor market features interact 

with macroeconomic adjustment (Edwards and Edwards. 1987. is a recent 

exception). Tied into the Harris-Todaro analysis. and emanating from it, is a large 

theoretical and empirical literature on rural-urban migration (see the review in Yap 

1977. and Mazumdar 1986). The costs of migration, in particular the fixed costs, 

have been discussed in Bannerjee and Kanbur ( 1981 ), and these costs are of 

obvious relevance in an adjustment context where labor has to move between 

sectors--which may also mean a move between regions. 

14. Another area of traditional concern is the link between the operation of labor 

markets and the persistence of poverty. In the formal sector this has crystallized 



1 1 

around the education-income connection and whether the human capital aspects of 

education dominate the screening aspects. The literature here is a large one, 

covering both theory (e.g. Arrow, 1973) and empirical analysis (Pscharopoulos 

1985). In the informal and rural sectors the discussion has focussed on the 

determinants of real wages in these sectors, and the extent to which poor 

households rely on this income. The landlessness and poverty nexus in Asia 

clearly speaks to this question. The rapid growth of the urban informal sector in 

Asia, and in Africa and Latin America, and the close links between presence in this 

sector and poverty, have led to a literature investigating these links (e.g. ILO 1972, 

Mazumdar 1981, Bannerji 1983, Fields 1979) 

15. Further traditional themes which tie in closely to concerns in structural 

adjustment programs relate to the impact of input subsidies on the demand for 

labor. Connected to this are output price policies and their effects on labor markets 

and income distribution (cf. Timmer 1983, Mellor 1983). Since current adjustment 

programs seem to have as an important component a reduction of agricultural 

subsidies, the traditional literature can once again speak to up to date policy issues. 

16. In the realm of macroeconomics, two traditional themes in the literature on 

labor markets in less developed countries are (i) wage indexation and (ii) the 

political economy of labor markets and institutions. Clearly these two are related to 

each other and both are moreover related to the question of how the labor side is 

treated in LDC macromodels. The Latin American literature is particularly 
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prominent here (Behrman and Hanson 1979, Wachter 1979), but Taylor (1983) 

applies the general framework to other countries too. The question of wage 

indexation ties into one of the major policy concerns at the moment - how to change 

the relative price of tradeable and non-tradable goods. In the traditional literature on 

devaluation this issue comes to the fore because of the assumption of nominal wage 

rigidity - devaluation is seen as the method of lowering the real wage and hence the 

relative price of non-tradeable goods. In many West African countries a similar 

issue arises even though devaluation itself is not institutionally possible, as in the 

case of the UMOA countries. Here we find attempts to "simulate" a devaluation 

through export subsidy and import tariff schemes. 

17. But a policy which relies on lowering the real wage opens up two questions 

- whether the policy will be sustainable in the medium term, and whether it is 

advisable in the longer term. In the medium term the political economy of labor 

markets and institutions is important. The power of unions, be they private sector 

or government sector, is crucial. Many policies have had to be reversed as a result 

of opposition, sometimes violent opposition, from urban organised labor - there 

are many examples in Latin America, and there are recent cases in Sudan, Morocco 

and Tunisia. These political economy questions have to be addressed in any policy 

oriented discussion of labor markets and adjustment. 

18. In the longer term, there is the substantive issue of whether increasing the 

production of traditional exports is indeed the right strategy. Short term 
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comparative advantage ~eed not translate into the appropriate long term strategy. 

The development of modem industry, and the manpower associated with it, will 

not necessarily be well served by the short term imperative of getting the external 

disequilibrium right There is a literature an dynamic comparative advantage which 

incorporates learning by doing and scale effects (sec, for example Findlay 1973), 

While not immediately relevant to the short term disequilibrium, it is important 

ncvcthcless for us to keep in mind that short to medium term policies do have long 

term effects, a link which is emphasized in our project. 

3. Ongoing Work 

19 There is thus a large existing literature on labor markets in developing 

countries which can speak to the current policy concerns on adjustment. However, 

as noted earlier there is also a considerable amount of ongoing research within 

international agencies which is relevant to our project. The ILO has conducted a 

series of studies on stabilization, adjustment and poverty (see ILO, 1986), and 

UNICEF has recently published the results of a project on the impact of adjustment 

on children (see Jolly et.a., 1987). This is a project which is continuing and will be 

producing results in the future. The ODA in U.K. has also conducted a series of 

case studies (introduced in Addison and Demery, 1985) which are how being 

finalised for circulation. A major project launched by WIDER in Helsinki on the 

experience of stabilization policies in LDC's is nearing conclusion as far as it's first 

phase is concerned. (See Taylor 1987) The Development Centre of the OECD has 
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made employment, poverty and adjustment a major theme of its research pro·gram 

for the next two years, and has launched a set of case studies, some of which 

emphasize econometric modelling of the impact of adjustment policies. Similarly, 

the FAQ has also conducted studies on this topic, with a focus on agriculture. 

20. The IMF produced a Board paper in 1985 on the impact of Fund programs 

on income distribution, and has started on a set of case studies - the first six of 

which are due for completion soon_. Within the World Bank itself, several research 

initiatives are underway. The Social Dimensions of Adjustment (SDA) project is a 

joint UNDP/World Bank project located in the AFl, with the object of analysing 

and monitoring the impact of Bank assisted programs on the poor in Africa. While 

Africa is the region of special concern (there is more ongoing work in the Human 

Resources Division of PPR) the situation of the poor in Latin America during the 

1980s has also been causing concern (e.g. see World Bank 1986). In fact, the Debt 

and Macroeconomic Adjustment division of the Country Economic Department in 

PPR has made the general question of impact on poveny part of its regular work 

program. 

21. As can be seen, a large and diverse research effort is under way in 

international agencies on adjustment and poverty. There is already some output, 

but much of this effon will bear fruit over the next two years. Our project will 

cenainly benefit from this research. Indeed we see one of our tasks as being the 

synthesising of these results from the diverse groups and our proposed annotated 

bibliography (see below) will pay due attention to the most recent research. 
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However, our project will be distinguished by a clear focus on labor markets. Our 

intention is to use the literature in a directed way so as to produce a synthesis for 

those who are having to formulate policy on the problems of labor markets in the 

adjustment process. 

4. The Proposed Set of Studies 

22. The discussion in Sections 2 and 3 should make clear our argument that the 

intersection between (i) traditional themes in the literature on labor markets in 

developing countries and (ii) the emerging policy concerns in the era of structural 

adjustment , is a fruitful area of investigation. 

23. We propose a set of issue-oriented papers, and a set of country case studies 

which would examine the role of labor markets in adjustment. The issue oriented 

papers would speak to the general conceptual framework and background under 

specific headings. They would review the existing literature and draw out the main 

implications for policy. The country case studies would approach the question 

from the other direction. Starting from the specific policy questions in their 

country, and the specific institutional features of the labor market, they would 

utilise the conceptual frameworks available in the literature - as reviewed in the 

issue oriented papers, for example - to draw country-specific policy conclusions. 
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24. At this stage we envisage around seven issue-oriented papers, ten country 

case studies, and one synthesising paper which pulls together the major policy 

conclusions. It is too early to specify the exact division of areas. and the exact 

choice of countries. We will be seeking advice on this throughout the early stages 

of the project and at a meeting called specifically for this purpose (see Section 6). 

We provide below a tentative list of areas to be covered by the issue papers: 

(i) The Labor Sector in Macro-models 

The first issues paper (or perhaps two papers) might seek to 

summarize the major conclusions from the theorical and empirical analysis of labor 

and macro economic policy in developed countries, many of which have also been 

subjected to problems of internal and external imbalance in the last decade or so. 

The two most relevant strands in this literature are (a) the analysis of stagflation and 

(b) the theory of the open economy which distinguishes between tractable and non

tradable sectors (and sometimes within the former between a booming and a lagging 

sector). The major limitation of this body of work from the point of view of LDC's 

is that it generally works with a single, integrated labor market. Nevertheless the 

analysis is of importance in defining the links between productivity growth, real 

wage and the external sector - economic relationships which are of significance in 

any economy. Policy questioning on which this literature focusses include: (a) the 

importance of demand management policies to take account of autonomous cost

push factors emanating from the labor market and/or the external sector, and (b) the 
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differential impact of external imbalance on the tradable and non-tradable sectors, 

and the use of macro-economic instruments to deal with such disturbances. 

(ii) Output Adjustment and the Aexibility of Labor Markets -

Segmantation, Migration and Unemployment 

When we move to the analysis of less developed economy the non

homogeneous character of labor markets, - distinguishing at least between formal 

urban, informal urban and rural labor markets - has to be explicitly introduced. As 

mentioned earlier the problem is complicated because the distinction between the 

tradable and non-tradable sectors on the output side do not coincide with the 

differentiation between the major segments of the LDC labor market. This means 

that in some LDC's more policy instruments will be required to tackle the problem 

of adjustment than in envisaged in the traditional model of the open economy. For 

example, a change in the real exchange rate to favor the tradable sector could lead to 

higher income of farmers in the rural sector as a whole (if subsistance and cash crop 

production are competitive), and thus increase wages, and prices in the non

tradeable sector by increasing the supply price of rural-urban migrants. This is a 

way in which the real exchange rate instrument may be blunted rather than by real 

wage rigidity as in traditional models. 

Other barriers to the movement of labor, e.g. those connected with 

migration, may also hamper the process of adjustment which requires a shift of 

factors from non-tradeable to tradeable sectors. Current policies seem to be 

premised on the effectiveness of wage and price signals in bringing about this shift. 
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What is the empirical evidence so far as labor markets are concerned? The paper 

will review the conceptual and empirical literature and perhaps develop a typology 

of labor markets which will help in classifying different types of policy problems in 

different types of countries. In general, the less such "structural" problems are 

recognized, the more severe the demand deflation which in needed to achieve 

internal and external balance, and the greater the danger of "over-kill". 

(iii) Wage Indexation and the Political Economy of Adjustment. 

It is now becoming clear that any analysis of adjustment policies 

must take into account the politcal economy of the adjustment process. It is this 

which will determine the sustainability of the adjustment program in the medium 

term. Of course the political economy question is a very broad one, covering all 

aspects of interest group conflict in LDCs (see Braverman and Kanbur, 1987). In 

the context of this project, we will maintain a sharp focus on labor markets. The 

traditional literature on wage indexation speaks to this question, as does the 

literature on unionisation in LDCs (particularly important in Latin America). 

Similarly, public sector employment and wage policy would be an important part of 

the adjustment process in all countries, especially in Africa. This paper would 

review the literature under these headings, paying particular attention to regional 

variations. 

(iv) Labor markets and Poverty. 
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While there ·is a large literature on poverty, this paper should focus 

on how labor markets interact with the poverty problem. This may be particularly 

important in the case of multiple income families, for whom shocks in one labor 

market may be compensated for by development in another. For example, a 

household which has employees in both tradeable and non-tradeable goods sectors 

is "diversified" with respect to changes in wages in these two sectors. How 

important is such diversification among poor households? This paper will review 

the empirical evidence of this and other issues which are important for linking 

adjustment and poverty through the labor market. 

(v) Women and Labor markets 

While some coverage of the position of women in labor markets 

could be achieved in a general discussion of labor markets and poverty, we feel that 

the topic is sufficiently important to deserve a paper on its own. The literature here 

is even more diffuse than in other areas under the heading of labor markets. 

Moreover, some of the interesting work is in the non-economic literature (see 

Behrman 1987, and Hariss 1987, for examples of the economic and non-economic 

approaches to the problem). It would be useful to have this literature reviewed and 

focussed on the current policy concerns. 

(vi) Medium-run adjustment and long-run growth: The role of labor 

markets. 
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This is perhaps the most challenging of the issue papers. It will try 

to follow through on the impact of adjustment policies - which are designed to 

restore external equilibrium in the medium run - on long run growth. This is a 

broad area but the focus will be sharpened by the concentration on labor markets. 

A major concern is with policies (sometimes call "stagnationist") which achieve 

sharp reduction in real wages to facilitate adjustment at the cost of depressing 

potential productivity growth in the longer run. The paper will cover long-run 

comparative advantage versus short-run adjustment, learning by doing and returns 

to scale. It will assess an argument which seems to have been lost in the current 

policy imperatives to support exportables - is there a case for continued protection 

of certain industries to allow them time to develop and be competitive in 

international markets? A review of the literature followed by a policy analysis 

which addresses such questions defines the content of this paper. 

25. Turning now to the case studies, a regional balance between Asia, Africa 

and Latin America will be maintained since different issues arise in the different 

regions. Although the exact number and composition of case studies will depend 

on the identification of suitable authors, we would tentatively envisage a total of ten 

studies. At this stage, the countries being discussed are Brazil, Argentina, Bolivia 

and Costa Rica in Latin America (see attached study proposal by Berry and 

Horton); Kenya, Cote d'Ivoire, and Ghana in Africa (see attached study proposal 

by Milne and Helleiner); Malaysia, Thailand and Indonesia in Asia (where 

cofinancing is available from the ILO--see section 7). 



2 1 

26. These studies will be edited to form a volume entitled "Labor Markets in an 

Era of Adjustment." Apart from the issue papers and the case studies, we will have 

an overview introductory chapter synthesizing the main policy conclusions. In 

addition, we propose that the project produce an Annotated Bibliography of this 

large and growing literature, the most important items of which will be distributed 

to participating LDC institutions as discussed below. 

5. Participants and Audience 

27. The intended audience for the results of the project, either in the form of the 

studies or in the form of training material based on the studies, are policy markers 

and economists in LDCs who are having to face the problems of labor markets in an 

era of adjustment. For these practitioners and local researchers the volume will 

bring together the existing literature and country experience so as to better inform 

their own policy analysis. The proposed annotated bibliography will be useful as a 

handy compendium of the literature which will also prove useful as a basis for 

teaching and training. Moreover, the final output of the project will be preceded by 

a number of intermediate products (see Section 6) which can be incorporated into 

EDI Seminars at an early stage. For example, an initial attempt at a selective and 

synthetic essay on the results of existing and ongoing research will be made as part 

of the paper by Kanbur and Mazumdar to be circulated to authors of case studies in 
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the summer of 1988. Also the authors of studies, and Kanbur and Mazumdar, can· 

act as resource persons for EDI Seminars as the project progresses. 

28. Our intention is to have significant participation by LDC based economists 

in the preparation of the studies, and to involve their institutions--some of which 

will overlap with the ED I's partner institutions--in the dissemination of the results 

via the conferences and by ensuring that major, and particularly recent, papers are 

copied and sent to these institutions so that they can build up their material in the 

area of labor markets and adjustments. It is clearly too early to make a definite list 

of authors and institutions, but we would envisage possible participation from 

CIRES (Cote d' Ivoire), CIEPLAN (Chile), FGV (Brazil), IDS (Kenya), 

University of Zimbabwe, University of Lagos (Nigeria), MIDS (India), among 

others. A substantial portion of the budget (see Section 7) which devoted to 

meetings which will bring participants from LDCs together with their DC 

counterparts. The benefits of such interaction for participants from LDC 

institutions will be an important output of the project. 

6. Organization and Timetable 

29. The project is scheduled to last for two and a half years, from January 1, 

1988 to June 30, 1990. The studies will be coordinated by Dipak Mazumdar 

(World Bank) and Ravi Kanbur (University of Warwick), who will edit the final 
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volume. The project as a whole will be overseen by a steering committee 

comprising of representatives from EDIST, EDIEM, and elsewhere in PPR. 

30. We envisage the project as having four distinct phases. In the first phase, a 

workshop will be held in April, 1988, to sharpen the focus further and agree on a 

firm chapter outline. After the meeting Kanbur and Mazumdar will circulate a 

longer paper containing suggestions for the issues to be tackled in the country 

studies. The search for issue paper and country study authors will already have 

been initiated and will be finalized by June, 1988, the end of the first phase of the 

project. 

31 During the second phase of the project authors will prepare material and 

write the first drafts of their papers, to be discussed at a conference in April 1989. 

These papers will also be disseminated widely as discussion papers. On the basis 

of the comments received, authors will continue work on their papers during the 

third phase of the project, from April 1989 to October/November 1989. The 

completed papers will be discussed at the final conference in November 1989. The 

final phase will consist of the editing of these papers into a volume, and of the 

writing of the synthesis and overview chapter by Kanbur and Mazumdar. The 

volume will be delivered for publication by June 30, 1990. 
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7. Budget 

32. The table below presents a preliminary budget by category of expenditure. 

Category 1, expenditure during the first phase of the project and for the April 1988 

workshop, is already covered by a grant from EDI (TMPC). The second category 

of expenditure is the largest, and consists of payment for country studies. Detailed 

proposals for African and Latin American studies are attached. These will be co

financed by EDI and CIDA. The Asian case studies will be financed by the ILO as 

part of a larger project on labor markets in Southeast Asia. Category 3 consists of 

payments for issue papers--seven papers at $5K each. 

After the country studies, the second largest categories of expenditure are 

for the two conferences at the University of Warwick, which form an integral part 

of the project Taking into account air travel for L.D.C. and D.C. participants at the 

economy class rate, and the costs of local accommodations, these meetings are 

costed at $55K each. 

There follow a number of categories of smaller expenditure items, including 

research assistance for the production of the annotated bibliography and secretarial 

assistance throughout the 2 1/2 years of the project. Category 8 is essentially 

reproduction and dissemination costs for papers at the meetings which are expected 

to be large, given the size of the conferences, the expected length of papers, and the 

fact that around 20 papus are being produced. In addition, we would like to 
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disseminate the first drafts of these papers, which will be produced for the first 

conference, as widely as possible--especially to L.D.C. institutions--in discussion 

paper form. Category 9 accounts for the costs of such dissemination for around 20 

papers. Category 10 is the fees for the principal consultant (Professor Kanbur). 

The total budget is $370K. Of this $175 has been raised from EDI, CIDA 

and ILO which leaves $195K to be found from other sources. 
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Budget (000 Dollars) 

1. First Phase/Warwick Workshop, April 1988 

2. Country Studies 

Africa (see attached proposal by Milne/Helleincr) 50 

Latin America (see attached proposal by Berry/Horton) 50 

Asia (see above on co-financing) 50 

~ 

3. Issue Papers 

Seven papers at $5K per paper 

4. First Meeting, University of Warwick, April 1989 

Accommodation (35 participants for 3 nights) + local travel 15 

Air travel, L.D.C. participants (10 x $2K) 20 

Air travel, D.C. participants (10 x $2K) 20 

Total ~ 

5. Second Meeting, University of Warwick, November 1989 .ii 

6. Research assistance for annotated bibliography and volume editing lQ 

7. Secretarial Asssistance lQ 

8. Photocopying (50 copies of 20 papers of 50 pages each) + 
,...., 

postage + telephone for lhe two meetings lQ 

9 . Wide dissemination of first drafts as Warwick discussion papers lQ 

10. Fees (Kanbur) lQ 

Total Budget lli 
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Cofinancjng 

EDI: First Phase,Workshop 25 

EDI: (50% of African and Latin American Case Studies) 50 

CIDA: (50% of African and Latin American Case Studies) 50 

ILO: (Asian Case Studies) ® 

Total lli 

funds to be Raised ~ 

Application to RSB 98 

Application to OD~. London 97 
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Introduction 

The debt crisis and ensuing recession in qeveloping countries have 

provoked an extensive examination of the possibility of structural 

adjustment. One crucial aspect of the ability to adjust depends on the 

labour market: mobility of labour between the production of tradeables 

and nontradeables, between different sectors of the economy, and between 

different geographic areas, is vital to the success of adjustment. 

Likewise the downward flexibility of the real wage affects the path 

towards adjustment. The labour market also plays a major role in 

intermediating between structural change and income distribution. Macro 

theories and models invariably consider the main aggregate labour market 

indicators such as unemployment and real wages. 

At the same time microeconomic studies of the labour market have 

frequently examined institutions and rigidities in labour markets which 

would affect the success of adjustment: these include segmentation, 

persistence of open unemployment, minimum wage legislation, unions, and 

the allocative efficiency of migration. 

It is proposed that a small number of country studies be undertaken 

for Latin American countries, synthesizing the macro and labour market 

literatures, to examine the role of labour markets during an era of 

adjustment. The aim is to use the studies, and cross country comparisons 

between the studies, to derive lessons of value for policy makers. These 

studies will be undertaken collaboratively between researchers in Canada 

and in the Latin American countries concerned. The resulting studies 

will be presented at a conference in June/July 1989, and ultimately 

published in a volume edited by Kanbur and Mazumdar. The conference and 

final volume will also contain similar case studies for Africa and Asia 
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from two separate projects (Mazumdar 1987, and Milne and Helleiner , 

1988) . 

Previous and ongoing research 

The macro literature on adjustment in Latin America is very 

extensive, and the impacts on macro indicators of labour market 

functioning (unemployment and the real wage) are frequently discussed 

(see for example Morales, 1987, for Bolivia, Gerchunoff and Bozzalla, 

1987, for Argentina, Carneiro, 1987, for Brazil, and Cortazar, 1986, for 

Brazil and Chile). There is also a large existing micro - economic 

literature on labour market performance in Latin America, discussing 

issues such as labour market segmentation, the "luxury unemployment" 

hypothesis, the allocative efficiency of migration , and minimum wages and 

social insurance schemes (see for example Berry, 1975a, Berry, 1975b, 

Berry , 1977, Fields and Marulanda, 1976, Gregory, 1974, Gregory, 1986, 

Riveros, 1986, Tenjo, 1986, and Udall and Sinclair, 1982). 

The importance of linking these two l i teratures is obvi ous. The 

microeconomic performance of the labour market is a crucial underpinning 

of the success of macroeconomic adjustment, and at the same t ime an 

important intermediary in the transmission of adjustment effects onto 

income distribution . There are some ongoing (and a few compl e t ed) 

studies linking the two literatures for Latin America . Ongoing studies 

include work by PREALC (for example a conference in Santiago in March 

1988), an ongoing project by Riveros at the World Bank, and work on the 

public sector by Sabot (1988) both for Latin countries and other LDC's . 

There are also completed studies which go some way towards a synthesis, 
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e.g. Mann and Sanchez (1985). There are also other similar efforts for 

other areas of the developing world, e . g . work at the World Bank on sub

Saharan Africa co-ordinated by Noel, work by Mazwndar (1987) on East and 

Southeast Asia and work by Milne and Helleiner (1988) on Africa. The 

studies proposed here would complement and draw on other similar 

activities. Given the ready availability of labour force survey data for 

Latin American countries, there is an excellent opportunity for pursuing 

the labour market and macro adjustment issue in some depth. 

Issues 

A nwnber of issues have been identifies as meriting study on a 

cross-country basis. These include: 

1) The role of labour in macroeconomic performance: the relation 

between wages and the inflation process (in particular wage 

indexation and inflation); and the role of unemployment. 

2) The effect of labour market functioning on economic growth via its 

effects on capacity utilization, investment and choice of 

technology. 

3) The role of the labour market in transmitting the effects of 

structural adjustment to income distribution, via changes in 

unemployment, real wages, and participation rates. 

4) The effect of declining expenditures on public sector employment and 

real wages; the productivity effects of falling re~l wages in the 

public sector. 

5) The role of migration in adjustment, where sectoral shifts imply 

geographic shifts of labour (both urban- rural and urban-urban). 
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6) The response of marginal workers: the effect of recession on 

employment, schooling, and participation rates of young adults 

(especially those with higher education), and women . 

7) The behavior of segmented labour markets during adjustment ; changes 

in the institutions in segmented labour markets, such as legislation 

on social insurance payments and legislation on firings , etc. ; the 

impact of worsening conditions of employment in the modern sector on 

the growth and productivity of informal sector activit i es . 

A set of issue papers being prepared in a separate project wi l l be 

of cons.iderable help in refining the country studies (Kanbur and 

Mazumdar, 1988). 

Proposed study 

It is proposed to undertake a set of country case studies in four 

Latin American countries, to examine the role of labour markets during 

structural adjustment. These country studies would be of two types. For 

two larger countries with extensive existing literature on macroeconomic 

adjustment and on the labour market , the studies would primarily 

synthesize the existing literatures, using where necessary published 

data. For two smaller countries with more limited l i terat~re 

particularly in the area of labour markets, the studies would be somewhat 

more intensive, and would synthesize existing l i terature, and also ' 

conduct tabulation and some analysis of existing labour force survey 

data. The emphasis would be on examining a common set of issues, such 

that comparisons could be made across countries. 
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For the larger Latin American countries (Brazil, Argentina, Chile, 

Mexico, Colombia) there is a large existing literature on macroeconomic 

adjustment, a reasonable literature on labour markets, as well as some 

studies which link the two (e.g. Mann and Sanchez, 1985). Studies have 

documented effects of adjustment on real wages, unemployment, 

participation rates and poverty. For two of these countries it is 

proposed to undertake a critical review of the existing literature 

(including analysis of published macroeconomic and labour force data) to 

systematize what is already known. One priority will also be to point 

out areas for potentially fruitful future research, particularly research 

which could be readily done with existing labour force survey data. 

For the smaller countries in Latin America rather less is known 

about the labour market/macro interaction, and labour market research is 

thinner. However there are existing data which could be used to examine 

adjustment and the labour market, at least for certain countries. For 

two such countries it is proposed to survey the macro literature, and 

such labour literature as does exist, and then to synthesize and 

interpret these in combination with some new tabulations and analyses of 

labour force survey data for several pre- and post-recession years. 

The countries envisaged for the study are Brazil , Argentina (or 

Chile), Bolivia, and Costa Rica. The criteria for the choice include the 

desire to obtain a mix of experiences, whilst taking into account the 

availability of literature and of labour force data. The inclusion of 

one of the two major debtors (Brazil and Mexico) seems inevitable, and of 

these, Brazil has better labour force data. This will form an 

interesting contrast to one of the Southern Cone countries where labour 
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market institutions tend to be more modern, reflecting the level of 

development, and where the onset of some sort of adjustment was several 

years earlier. Both Argentina and Chile have a number of active 

researchers on labour market issues : Argentina has a fairly continuous 

series of labour force surveys for 25 cities, at six monthly intervals, 

and Chile has similar data: one of these two countries would be i ncluded . 

The other country mentioned above was Colombia, less because of i ts 

interest as regards adjustment (since the recession has been less 

severe), than because of the potential externalities from another projec t 

on education, labour markets, and income distribution, to be undertaken 

by Berry (1987). 

As regards the smaller countries, Bolivia is an interesting case 

since it is the poorest country in South America, and hence possibly most 

readily compared with low income countries outside Latin America. It has 

also had a very severe recession and labour force shakeout in mining , and 

there are good studies on macroeconomic adjustment (e . g . Morales and 

Sachs , 1987). There is also at least one labour force survey in the 

recession period (from 1987) and several scattered ones in the preceding 

period . Finally the inclusion of Costa Rica is due to the t iming and 

seriousness of its macro-economic cr i sis and due t o i ts unusually good 

labour force survey data over a number of years , with a pa~el component . 

If either Bolivia or Costa Rica should prove infeasible, Guatamala is 

another possibility, since there is some existing work on the labour 

market there (Terrell, 1984) . 
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Participants and audience 

The main audience is assumed to be policy makers in developing 

countries. Results will be disseminated as part of a volume edited by 

Kanbur and Mazumdar. Findings will also be available for incorporation 

in EDI workshops and training courses. 

The project is to be co-ordinated by Albert Berry and Susan Horton. 

It is intended to involve two authors per case study , so as to bridge the 

two areas of labour and macroeconomics, since few economists have 

expertise in both. There would also be colloboration across the case 

studies to deal with common issues. For the two larger countries i t is 

anticipated that an economist will be identified in each of the two 

countries concerned, who will both conduct an extensive review of the 

literatures on macroeconomics and on labour markets, and supply a 

bibliography. The Canadian counterpart will work in close colloboration 

with the country economist in the process of synthesizing the two 

literatures, and will put the country study into the context of recent 

macroeconomic and labour market theory. 

For the two smaller countries it is more difficul~ to identify local 

researchers with expertise on labour markets. In this case a local 

researcher will survey the existing literatures, and the Canadian 

counterpart will not only synthesize these, emphasizing th~ issues 

discussed above, but also conduct some analysis of labour force data. 

There will be close colloboration across the case studies: this can 

perhaps most easily be achieved by meetings in Canada. Interested 

participants from the Latin American countries are presently being 

explored: Canadian counterparts will most likely include Albert Berry 
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and Jaime Tenjo (Costa Rica), Susan Horton (Bolivia), Mick Devereux 

(Brazil) and Miguel Faig (Argentina or Chile). Country institutions to 

be contacted include FGV (Brazil), Instituto di Tella (Argentina), 

CIEPLAN (Chile), UDAPE and Universidad Catolica (Bolivia) and the 

national university in Costa Rica. 

Organization and timetable 

Before the project commences, there will be a conference in Jarwick 

(April 1988) which will identify issues, to be followed by an issues 

paper by Kanbur and Mazumdar which will follow the conference. Two 

project phases are anticipated. In the first phase, July- December 1988, 

the case studies will be commenced : the country economists will have 

major responsibility for producing a first draft of the literature 

survey, and will supply a bibliography to the Canadian counterpart. 

Analysis of labour force survey tapes will commence for the two smaller 

countries. 

In the second phase (January-June 1989) the Canadian counterpart 

will have major responsibility for producing the synthesis paper . These 

papers will be presented at a conference in June/July 1989. The 

conference will also include country participants from parallel exercises 

for Asia (Mazumdar, 1987) and Africa (Milne and Helle i ner , _1988) . 

Funding for the conference, to be held at Warwick Univers i ty, is being 

sought from ~nother source. Subsequently the studi es wi l l be published 

in a volume to be edited by Kanbur and Mazumdar , to be completed by 

December 1989. 



9 

Budget 

It is assumed that the authors would be paid in two installments, 

half on completion of a satisfactory first draft, and half on completion 

of a draft suitable for inclusion in a volume. 

Summary Budget 

By Country By Phase 

"Large" 
(two) 

Paper fees: 

• local $ 5000 
• Canadian $ 3000 

Travel: $ 2000 

Analysis: 

TOTAL $10000 

"Small" 
(two) 

$ 3000 
$ 5000 

$ 2000 

$ 5000 

$15000 

I: July- II: Jan
Dec 1988 June 1989 

$ 8000 
$ 8000 

$ 8000 

$ 5000 

$29000 

$ 8000 
$ 8000 

$ 5000 

$21000 

Total 

$16000 
$16000 

$ 8000 

$10000 

$50000 
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Introduction 

Stabilization and structural adjustment are key issues facing 

countries in sub-Saharan Africa in the 1980's. Unless these countries 

adjust successfully, their long run growth prospects are poor. Labour 

market behavior is a vital part of the stabilisation and adjustment, both 

because of the role of labour mobility and real wage behavior, and also 

because the labour market is an important mechanism for transmission of 

the effects of macro performance and adjustment onto income distribution. 

There is considerable interest in and work on the macro experience 

and adjustment in Africa. However the labour market has been rather less 

extensively studies, and the topic of labour markets in a period of 

retrenchment and adjustment has been barely touched upon. There are some 

studies of the migration process and of labour market segmentation in 

Africa, but the literature is less extensive than for other areas of the 

developing world. 

It is proposed to perform case studies of three African countries, 

to relate the macro adjustment literature to the micro labour market 

literature. The individual case studies, as well as comparisons across 

them, will be useful for policy makers. The studies will be undertaken 

colloboratively between researchers in Canada and in the African 

countries concerned. The case studies will be discussed at_ a conference 

in June-July 1989, along with similar studies for Latin America and Asia 

and will ultimately be published in a volume edited by Kanbur and 

Mazumdar . 
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Previous and ongoing research, 

The macro experience and adjustment in sub-Saharan Africa are being 

extensively studied (Taylor, 1987, ILO, 1986, ongoing work by the OECD, 

etc.). There are also a number of studies of labour market issues in 

Africa, which have a bearing on the topic of adjustment . Studies of 

migration, the informal sector, the role of education etc . , include 

Armitage and Sabot (1984), Barnum and Sabot (1977), Bienefeld and Sabot 

(1971), ILO (1985), Knight (1972), Knight and Sabot (forthcoming), 

Miracle and Fetter (1970), Sabot (1978) and Todaro (1969). There is 

ongoing work by Sabot (1988) on public sector pay and employment, which 

includes some African countries. 

Few studies as yet have attempted to integrate the adjustment 

literature with the labour market literature (Ghai, 1987 , is one 

exception). There is some ongoing work, e . g . a World Bank/UNDP project 

on the social impact of adjustment in sub-Saharan Africa which includes 

the labour market as one component. However much more remains to be 

done. For countries which have labour force survey data already 

collected, there is a good opportunity to integrate th~ labour market and 

adjustment literatures, and to formulate and test hypotheses about the 

role of the labour market in the akjustment process. To a large extent 

these government labour force data are underutilized . Thes~ national 

surveys could be particularly useful for the present study if they were 

available both pre- and post-recession . 

Issues 

A number of issues have been identified as meriting study on a 
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cross-country basis. These include: 

1) The role of labour in macroeconomic performance in economies sti ll 

dominated by agricultural and mining activity: the relation between wages 

and the inflation process both in formal and informal sectors; and the 

role of unemployment. 

2) The effect of labour market functioning on economic growth via its 

effects on capacity utilization, investment and choice of technology. 

3) The role of the labour market in transmitting the effects of 

stabilisation and structural adjustment to income distribution, via 

changes in employment, real wages, and participation rates. 

4) The effect of declining expenditures on public sector employment 

(both government and parastatal); the productivity and motivational 

effects of falling real wages in the public sector. 

5) The role of migration in adjustment, where sectoral shifts imply 

geographic shifts of labour. 

6) The impact on and response of marginal workers: the effect of 

recession on employment and participation rates. 

7) The bahavior of segmented labour markets during adjustment; changes 

in the institutions in segmented labour markets, such as legislation on 

social insurance payments and legislation on firings, etc . ; changes in 

overall wage structure e . g. age/sex/skill/public-private/ur9an- rural 

di fferentials . 

A set of issue papers being prepared in a separate project will be 

of considerable help in refining the country studies (Kanbur and 

Mazumdar, 1988) . 
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Proposed study, 

It is proposed to undertake case studies of three countries in 

sub-Saharan Africa, to examine the role of labour markets in structural 

adjustment. The emphasis will be on addressing a common set of issues, 

such that cross country comparisons will be possible. Each country study 

will summarize the existing literatures on the labour market and on macro 

stabilisation and adjustment, and will then use existing labour force 

surveys pre- and post - recession to examine the role of the labour market 

in the adjustment process. 

The choice of countri es is determined by the desire to see a range 

of experiences, whilst at the same time being constrained by data 

availability. Few African countries have labour force surveys dating 

after the onset of adjustment . The countries enviseaged here are Kenya, 

Cote d'Ivoire, and either Ghana or Zambia. Although this is somewhat 

biased towards the higher income countries, this is dictated by data 

availability . One advantage however is that comparisons with countries 

outside Africa will be facilitated. 

Kenya has been studied in great detail, both in terms of the macro 

adjustment literature (Swan, 1987, ven der Hoeven, 1987, van der Hoeven 

and Vandermoortele, 1987), and the labour market (Armitage and Sabot, 

1984, Barber and Milne, forthcoming, Bilsborrow et al, 198~, Coll i er and 

Lal (1986), Fallon, 1985, Ghai and Godfrey, 1979, Kni ght and Sabot, 

forthcoming). There are government labour force surveys for the 

pre - recession period of 1977 - 8 (Kenya, 1986), as well as a World Bank 

sponsored survey in 1980 (Knight and Sabot, 1983), a recent urban labour 

force survey which includes some income data which will shortly be 
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available from the Central Bureau of Statistics, and a planned labour 

force survey in 1988. Kenya is also an interesting case of a sub-Saharan 

African country with relatively good growth performance in the past, 

which was hard hit by recession, particularly via the effect on prices of 

primary agricultrual exports. 

Cote d'Ivoire is another example of a country with good growth 

performance, which was adversely affected by external events . It 

likewise has a literature on macroeconomic adjustment (Michel and Noel, 

1984, Devarajan and de Melo, 1986), as well as a number of labour market 

studies. It also has possibly some of the best micro data available for 

any sub-Saharan Africna country (World Bank LSMS projects). Ongoing work 

on the labour market in Cote d'Ivoire by Fields may also be very useful 

for the present study. 

For the third country to be studies it is desirable to include one 

of those which were relatively less successful prior to the structural 

adjustment phase. The present contenders are Ghana or Zambia, the final 

choice to be determined by data availability . Ghana is of interest as a 

country whose structural adjustment has been cited as a success on macro 

grounds, and which prior to that had a decade or more of negative 

economic growth and stagnation. There is a sizeable literature on 

macroeconomic adjustment (e.g. Loxley, 1988), as well as woFk on poverty 

and structural adjustment (UNICEF, 1985, Ubogu and Umo, 1986) , if 

relatively little on the labour market and scructural adjustment . 

Another consideration is that Ghana may be a case study in Sabot's (1988) 

work on the public sector, with possible gains from complementarity. 

Zambia is another interesting case, as a mineral exporter hard hit by 
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recession. There is some work there on stabilisation (e . g . Ndulo and 

Sakala, 1987, and Young, 1988). The final choice will depend on 

obtaining access to labour force survey data pre- and post-recession . 

Audience and participants, 

The main audience is assumed to be policy makers in developing 

countries. The results will be disseminated as part of a volume edited 

by Kanbur and Mazumdar. The findings will also be available for 

incorporation in EDI workshops and training courses. 

The project will be co-ordinated by Bill Milne and Gerry Helleiner. 

There will be two authors per case study, one from Canada and one from 

the country concerned. There will also be colloboration across the case 

studies to address common issues. The country participant will be 

responsible for a thorough literature survey in the macro and labour 

market areas, for providing references, and for assisting with use of the 

survey data. The Canadian participant will be responsible for 

synthesizing the literatures and for overseeing the analysis of the 

labour force survey data . 

The Canadian authors include Bill Milne (Kenya), Paul Beaudry (Cote 

d ' Ivoire), and one other as yet to be determined (Zambia or Ghana). 

There will be colloboration across studies, to be achieved ?Y meetings 

between authors of different country studies, which will most likely take 

place in Canada . There will also .ultimately be a conference presenting 

the results of the African country studies, as well as parallel exercises 

for countries in Latin America (Berry and Horton, 1988) and Asia 

(Mazumdar, 1987). Separate funding is being sought for such a 
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conference. 

Organization and timetable, 

It is anticipated that there will be two phases: phase I from 

July-December 1988 , and phase II from January-June 1989 . Before the 

project commences, there will be a conference in Warwick (April 1988) 

which will identify issues, and from which an issues paper will be 

drafted by Kabur and Mazumdar. In phase I the case studies will be 

commenced . The country specialists will produce a first draft of the 

literature survey, and will supply a bibliogr aphy to the Canadian 

counterpart. Analysis of labour force survey data will commence . . 

In phase II the Canadian counterpart will have major responsibility 

for producing the synthesis paper. A draft will be available for a 

conference in June/July 1989. This conference will take place at Warwick 

University in England, and is to be funded from a separate source. The 

Canadian counterpart will· have responsibility for revisions subsequent to 

the conference, such that the paper can be ultimately included in a 

volume to be edited by Kanbur and Mazumdar . 

Budget, 

It is assumed that the authors and co-ordi nators woul d_be pai d i n 

two installments, half on completion of a satisfactory f irs t dr aft , and 

half on completion of a draft suitable for inclusion i n a volume . 
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Summary budget 

By country By phase Total 

(three I : July- II :Jan-
studies) -Dec 1988 -June 1989 

Paper fees: 
- local $3000 $4500 $4500 $9000 
- Canadian $5000 $7500 $7500 $15000 

Co-ordinator fee: $500 $750 $750 $1500 

Travel and 
co -ordination $4000 $12000 $12000 

Analysis $4000 $6000 $6000 $12000 

TOTAL $16500 $30750 $18750 $49500 
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Labor Markets in an Era of Adjustment: A 
Summary of the Proposal 

1. 0 bjective 

1 

The objective of the project is to provide a detailed study of the role of labor . 

markets in the problems of stabilization and structural adustment in developing 

countries. The way the labor market performs is crucial, first, in the case with -which the structure of production can be adjusted in appropriate directions, and 

secondly, in determining the impact of adjustment policies on poverty and the 

distribution of income. It should be noted that the labor market has a wide 

conotation for developing countries. It includes wage labor as well as the self 

employed found in large numbers in the urban informal and rural sectors of the 

economy. 

2. Sources 

The work on the project will draw on the literature of labor markets in 

developing counries, and try to focus the traditional concerns in this literature on 

the problems of adjustment (See Section 2). Contributors to the issues papers will 

also utilize the results from the analysis of labor markets in developed countries, 

particularly in the fields of stagflation and of open economy models (See Section 

4). 

Apart from the published literature the project will review and utilize the 

large amount of ongoing work in the general area of stabilization and adjustment 

sponsored by a number of international agencies, e.g. ILO, WIDER, UNICEF, 

ODA, OECD etc. (See Section 3). While work on these studies reflect the specific 

objectives of the agency concerned, they all have some discussions of a conceptual 

or empirical nature which have a bearing on our project. 

3. Proposed Output 

The project aims at producing two distinct sets of output: 



(i) A volume consisting of a number of issues papers and some case 

studies of developing countries whose experience illustrate the key 

issues discussed. 

(ii) An annotated bibliography 9f the large and growing literature on 

adjustment problems mentioned above (together with an 

introductory essay on the major results). 

2 

The final output of the project will be preceded by a number of intermediate 

products which can be used in EDI seminars at an early stage. For example, an 

initial attempt at a selective and synthetic essay on the results of existing and 

ongoing research will be made as part of the paper by Kambur and Mazumdar to be 

circulated to authors of case studies in the summer of 1988. 

4. Organization and Planning of the Project 

___ T_he project will be organized in four phases under the guidance ~ 
Kanbur, (Warwick University (See C.V. enclosed) , and Dipak Mazumdar 

1ST). 

In the first phase (Jan 87 and Jun/Jul 88), the work on the annotated 

bibliography will be initiated. Also, on the basis of a short paper extending the 

project co-ordinators' ideas on labor markets and adjustment, a small workshop (of 

6-8 people) will be held in April 1988 at Warwick to sharpen the focus further and 

agree on a firm chapter outline. The search for authors of issues papers and 

country studies will be completed by June 1988. 

In phl,lses II and ill the authors associated with the project will finalize their 

papers, interacting with each other and the project coordinators at two meetings in 

January and June 1989. We envisage that an important part of the project will be 

the active participation of contributors from institutions in developing countries, 

particularly on the case studies. Hence provision has been made for meetings to 

bring the participants together. 

The work on this annotated bibliography will continue during this period. 

The final phase (ending in Dec 1989) will consist of the editing of the papers into a 
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volume, and of the writing of the synthesis and overview chapter by Kanbur and 

Mazumdar. (See Section 6 for details). 

5. Budget and Financing 

The Budget for the whole project (as discussed in Section 7) is of the order 

of $165 K. TMPC is requested to fund the Phase I of the project, plus the cost of 

the Research Assistant at Warwick for one year to help with the work on the 

annotated bibliography and organization of the project. The cost of the initial 

phase is $25 k. 

TMPC will be approached again after the workshop in April 1988 when the 

plans for the subsequent phases have been firmed up. Opportunities for co

financing may be explored in the meantime and will be reported to TMPC. 
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Labor Markets in an Era of Adjustment 

1. Introduction 

1. During the 1980s a number of developing countries have adopted explicit 

programs of Structural Adjustment. The historical developments leading up to 

these programs include external shocks and inappropriate internal policies. There 

were external shocks such as the increase in oil prices in the late 1970s, followed 

by a global recession which had a severe impact on commodity prices. In the face 

of these shocks most governments did not adjust their fiscal and monetary policies 

sufficiently quickly, which led to growing internal and external imbalances. Given 

this situation, there was a need for short-term stabilization as well as medium to 

long term structural adjustment. The latter involves policies such as reducing public 

sector employment, eliminating price distortions, export promotion and industrial 

restructuring. 

2. Many of these adjustment programs have been put into place with Bank 

assistance, and in fact for several countries these programs have been running for 

three or more years. The major rationale behind these programs is to assist 

countries in adjusting to the changing realities of international markets by shifting 

the structure of production in appropriate directions. Such a shift in structure 

towards more export - oriented production--whether in industry or in agriculture-

requires a shift in factors of production between the different sectors. Clearly, 

therefore, labor markets and their response to economic forces play a central role in 

the adjustment process. A second concern with recent adjustment policies has been 

their impact on poverty and the distribution of income. Here again the way labor 
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markets respond to changes in macro economic policies in the short and medium 

term is crucial to the outcome. 

3. The general concerns above translate into specific policy questions. They 

inGlude: How effective is traditional demand management as a tool of employment 

policy in the new circumstances, and what support (if any) should be given to 

wage indexation proposals? What are the issues in reform of public sector 

employment and wage policy? What are the short-term policies needed to preserve 

the human capital of the labor force under current conditions? How is the position 

of women in labor markets to be protected and enhanced? What are the new 

policies that can be implemented to protect and encourage a modern sector labor 

force in areas of dynamic comparative advantage? These and other specific policy 

questions on labor markets during the era of adjustment form the basis of this 

project. 

4. There is of course a large literature on the performance of labor markets in 

developing countries. But this is a diffuse literature covering a number of themes. 

Our idea is to focus the results of this literature on the current policy issues raised 

by the structural adjustment process. Similarly, a large research effort is now 

underway in the Bank and in other international agencies (UNICEF, FAQ, OECD, 

ILO, WIDER, IMF) on the impact of adjustment on poverty. However, the 

studies being produced reflect the diverse interests of the agencies involved. There 

is a need to synthesize this work and to link it to the concerns of the labor markets 

literature. The object of this project is to produce such a synthesis, together with a 

set of studies which will prove useful in the preparation of seminar and training 

material for policy makers in LDCs.In section 2 below we provide a brief 

discussion of how the traditional themes of the labor markets literature tie in to the 
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emerging policy concerns in this area. On the basis of this intersection we then 

proceed to a detailed discussion of the project structure. 

2. New Policy Issues and Traditional Themes 

5. at are the main new policy concerns? The need for structural adjustment 

is indicated, in the first instance, by an external disequilibrium as the result of 

absorption exceeding output (or, put another way, expenditure exceeding income). 

The disequilibrium can arise either because of external shocks or because of internal 

reasons to do with inappropriate policies. But if the resulting debt is 

unsustainable, then adjustment is a necessity. But adjustment can of course be 

accomplished either by reducing absorption or by increasing output. We may 

perhaps refer to the former as macroeconomic adjustment and to the latter as 

structural adjustment (see Kanbur, 1986). Concentrating on the latter, as being the 

major thrust of Bank-assisted programs, we can immediately identify several 

strands of thought. 

6. One strand sees the problem as essentially one of increasing the output of 

the tradeable sector by removing price distortions which favor non-traded sectors 

and import substitution sectors rather than export sectors. This is the line of 

argument which leads to the policy recommendations (as in the case of Cote 

d'Ivoire) to increase the producer price of primary exports and to remove barriers 

against manufactured export industries. Yet another strand of thought sees a 

supplementary, and perhaps equally important, problem as being one of increasing 

output generally by freeing up rigidities in factor and output markets, and by 

improving the "X-efficiency" of parastatals and other public organisations. These 

strands of argument, and the policy recommendations that emanate from them, are 
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complementary to each other. But the former highlights an important distinction-

that between the tradeables producing sector and the non-tradeables producing 

sector--which is not always present in the traditional labor markets literature. In the 

latter, labor markets are classified according to criteria such as their degree of 

"formalness" as measured by minimum wage legislation, unionization or other 

institutional features. But formal labor markets can be tied in to tradeable and non

tradeable output markets, as is the case for many manufacturing industries. 

Similarly a competitive labor market can be present in sectors producing primary 

commodities for export as well as in an urban informal sector which produces non

traded output. 

7. A major challenge which the current policy concerns pose to the traditional 

labor markets literature is thus to combine the analysis of segmented labor markets 

with sectoral breakdown on the output side which matches more closely the 

traded/non-traded divide which lies at the heart of the structural adjustment 

problem. However, so far as the general question of improving the efficiency of 

the economy is concerned, the traditional concerns of labor market efficiency fit in 

very well with modern policy interest. 

8. As the structural adjustment process has gathered pace, there has been a 

growing concern about the distributional consequences of adjustment, as reflected 

in recent policy papers at the IMF, the Bank's submission to the Development 

Committee, projects within the Bank to analyze the social dimensions of adjustment 

and perhaps amend programs accordingly, and projects in many international 

agencies (OECD, UNICEF, FAQ, ILO) to investigate the problem in relation to 

their own terms of reference. 



8 

9 The details of these projects are taken up in Section 3 below, but there 

appear to be two distinct aspects to this distributional concern. The first is about the 

impact of the adjustment on the already poor. This poverty focussed concern has 

led to a number of recent contributions (Addison and Demery, 1985, Kanbur, 

1987) and it ties in very well with one of the traditional themes in the labor markets 

literature which we identified below --the contribution of labor markets and their 

operation to poverty and to poverty alleviation. It stands to reason that labor 

markets must be an important intermediary between structural adjustment and its 

impact on poverty, and we argue below that the existing literature is well poised to 

help in the analysis of this intermediary role. 

10. The second aspect of distributional concern relates to the upper and middle 

end of the distribution. It appears in the worry that if the adjustment process 

makes powerful sections of the society worse off, they may mobilize to undo the 

process or at least prevent its full operation. Through cost of living adjustments or 

other means these groups may well succeed in restoring their standard of living, but 

at the expense of the adjustment process (Braverman and Kanbur, 1987). This 

political economy argument finds an echo in the traditional labor market literature's 

concern with wage indexation, the wage-price spiral, and inflation. 

11. The above is an account of the broad policy concerns in the era of 

adjustment. This is not the place for a detailed discussion of specific policy issues, 

which are in any case likely to be country-specific. But these specific questions, 

such as the role of public sector employment and wages, the position of women in 

the labor market, or manpower and training policies, do fall under the broad 
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headings we have sketched out and will be treated in the set of studies we propose 

(see Section 4). We turn now to the traditional labor markets literature to see how 

the concerns in that literature mesh with the emerging policy issues in adjustment. 

12. One can identify several well established themes in the literature on labor 

markets in developing countries. The existence and nature of segmented labor 

markets, because of the prevalence of the family mode of production, has been 

reviewed by Sen (1975) and Mazumdar (1987), among others. This theme also 

goes back to the surplus labor models of Lewis (1954). The central idea is that 

because of a number of technological and "mode of production" features, the wage 

mechanism will not necessarily operate to clear the labor market, with resulting 

unemployment. This theme has been taken up again in the recent work on the 

efficiency wage and its labor market consequences (see Dasgupta and Ray, 1986). 

13 . Related to the above idea is of course the notion of imperfections caused by 

an institutional wage being fixed in the modern or formal sectors of developing 

countries. The formal sector can encompass both private finns and government 

employment. The inefficiencies caused by such rigidities have been investigated by 

many, starting from the work of Todaro (1969) and Harris-Todaro (1970). The 

consequences for trade policy have been analyzed by Bhagwati and Srinivasan 

(1974), and for factor mobility and growth by Corden and Findlay (1975), among 

others. However, less has been done on how these labor market features interact 

with macroeconomic adjustment (Edwards and Edwards, 1987, is a recent 

exception). Tied into the Harris-Todaro analysis, and emanating from it, is a large 

theoretical and empirical literature on rural-urban migration (see the review in Yap 

1977, and Mazumdar 1986). The costs of migration, in particular the fixed costs , 



10 

have been discussed in Bannerjee and Kanbur (1981), and these costs are of 

obvious relevance in an adjustment context where labor has to move between 

sectors--which may also mean a move between regions. 

14. Another area of traditional concern is the link between the operatio~ of labor 

markets and the persistence of poverty. In the formal sector this has crystallized 

around the education-income connection and whether the human capital aspects of 

education dominate the screening aspects. The literature here is a large one; 

covering both theory (e.g. Arrow, 1973) and empirical analysis (Pscharopoulos 

1985). In the informal and rural sectors the discussion has focussed on the 

determinants of real wages in these sectors, and the extent to which poor 

households rely on this income. The landlessness and poverty nexus in Asia 

clearly speaks to this question. The rapid growth of the urban informal sector in 

Asia, and in Africa and Latin America, and the close links between presence in this 

sector and poverty, have led to a literature investigating thes.e links ( e.g. ILO 1972, 

Mazumdar 1981 , Bannerji 1983, Fields 1979) 

15. Further traditional themes which tie in closely to concerns in structural 

adjustment programs relate to the impact of input subsidies on the demand for 

labor. Connected to this are output price policies and their effects on labor markets 

and income distribution (cf. Timmer 1983, Mellor 1983). Since current adjustment 

programs seem to have as an important component a reduction of agricultural 

subsidies, the traditional literature can once again speak to up to date policy issues. 

16. In the realm of macroeccnomics, two traditional themes in the literature on 

labor markets in less developed countries are (i) wage indexation and (ii) the 
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political economy of labor markets and institutions. Clearly these two are related to 

each other and both are moreover related to the question of how the labor side is 

treated in LDC macromodels. The Latin American literature is particularly 

prominent here (Behrman and Hanson 1979, Wachter 1979), but Taylor (1983) 

applies the general framework to other countries too. The question of wage 

indexation ties into one of the major policy concerns at the moment - how to change 

the relative price of tradeable and non-tradable goods. In the traditional literature on 

devaluation this issue comes to the fore because of the assumption of nominal wage 

rigidity - devaluation is seen as the method of lowering the real wage and hence the 

relative price of non-tradeable goods. In many West African countries a similar 

issue arises even though devaluation itself is not institutionally possible, as in the 

case of the UMOA countries. Here we find attempts to "simulate" a devaluation 

through export subsidy and import tariff schemes. 

17. But a policy which relies on lowering the real wage opens up two questions 

- whether the policy will be sustainable in the medium term, and whether it is 

advisable in the longer term. In the medium term the political economy of labor 

markets and institutions is important. The power of unions, be they private sector 

or government sector, is crucial. Many policies have had to be reversed as a result 

of opposition, sometimes violent opposition, from urban organised labor - there 

are many examples in Latin America, and there are recent cases in Sudan, Morocco 

and Tunisia. These political economy questions have to be addressed in any policy 

oriented discussion of labor markets and adjustment 

18. In the longer term, there is the substantive issue of whether increasing the 

production of traditional exports is indeed the right strategy. Short term 
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comparative advantage need not translate into the appropriate long term strategy. 

The development of modem industry, and the manpower associated with it, wiH 

not necessarily be well served by the short term imperative of getting the external 

disequilibrium right There is a literature an dynamic comparative advantage which 

incorporates learning by doing and scale effects (see, for example Findlay 1973), 

While not immediately relevant to the short term disequilibrium, it is important 

nevetheless for us to keep in mind that short to medium term policies do have long 

term effects, a link which is emphasized in our project. 

3. Ongoing Work 

19 There is thus a large existing literature on labor markets in developing 

countries which can speak to the current policy concerns on adjustment. However, 

as noted earlier there is also a considerable amount of ongoing research within 

international agencies which is relevant to our project. The ILO has conducted a 

series of studies on stabilization, adjustment and poverty (see ILO, 1986), and 

UNICEF has recently published the results of a project on the impact of adjustment 

on children (see Jolly et.a., 1987). This is a project which is continuing and will be 

producing results in the future. The ODA in U.K. has also conducted a series of 

case studies (introduced in Addison and Demery, 1985) which are how being 

finalised for circulation. A major project launched by WIDER in Helsinki on the 

experience of stabilization policies in LDC's is nearing conclusion as far as it's first 

phase is concerned. (See Taylor 1987) The Development Centre of the OECD has 

made employment, poverty and adjustment a major theme of its research program 

for the next two years, and has launched a set of case studies, some of which 
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emphasize econometric mcxielling of the impact of adjustment policies. Similarly, 

the F AO has also conducted studies on this topic, with a focus on agriculture. 

20. The IMF prcxiuced a Board paper in 1985 on the impact of Fund programs 

on income distribution, and has started on a set of case studies - the first six of 

which are due for completion soon. Within the World Bank itself, several research 

initiatives are underway. The Social Dimensions of Adjustment (SDA) project is a 

joint UNDP/World Bank project located in the AFl, with the object of analysing 

and monitoring the impact of Bank assisted prorams on the poor in Africa. While 

Africa is the region of special concern (there is more ongoing work in the Human 

Resources Division of PPR) the situation of the poor in Latin America during the 

1980s has also been causing concern (e.g. see World Bank 1986). In fact, the Debt 

and Macroeconomic Adjustment division of the Country Economic Department in 

PPR has made the general question of impact on poverty part of its regular work 

program. 

21. As can be seen, a large and diverse research effort is under way in 

international agencies on adjustment and poverty. There is already some output, 

but much of this effort will bear fruit over the next two years. Our project will 

certainly benefit from this research. Indeed we see one of our tasks as being the 

synthesising of these results from the diverse groups and our proposed annotated 

bibliography (see below) will pay due attention to the most recent research. 

However, our project will be distinguished by a clear focus on labor markets. Our 

intention is to use the literature in a directed way so as to produce a synthesis for 

those who are having to formulate policy on the problems of labor markets in the 

adjustment process. 
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4. The Proposed Set of Studies 

22. The discussion in Sections 2 and 3 should make clear our argument that the 

intersection between (i) traditional themes in the literature on labor markets in 

developing countries and (ii) the emerging policy concerns in the era of structural 

adjustment, is a fruitful area of investigation. Moreover, the area does not require 

much in the way of new or original research. What is needed, rather, is to take 

stock of the labor markets literature and use it to address the new concerns. It is in 

providing a new focus to an old literature that we would see the major thrust of our 

set of studies. 

23 . We propose a set of issue-oriented papers, and a set of country case studies 

which would examine the role of labor markets in adjustment. The issue oriented 

papers would speak to the general conceptual framework and background under 

specific headings. They would review the existing literature and draw out the main 

implications for policy. The country case studies would approach the question 

from the other direction. Starting from the specific policy questions in their 

country, and the specific institutional features of the labor market, they would 

utilise the conceptual frameworks available in the literature - as reviewed in the 

issue oriented papers, for example - to draw country-specific policy conclusions. 

24. At this stage we envisage six issue-oriented papers, six country case 

studies, and one synthesising paper which pulls together the major policy 

conclusions. It is too early to specify the exact division of areas, and the exact 

choice of countries. We will be seeking advice on this throughout the early stages 
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of the project and at a meeting called specifically for this purpose (see Section 6). 

However, we provide below a tentative list of the issue papers: 

(i) The Labor Sector in Macro-models 

The first issues paper (or perhaps two papers) might seek to 

summarize the major conclusions from the theorical and empirical analysis of labor 

and macro economic policy in developed countries, many of which have also been 

subjected to problems of internal and external imbalance in the last decade or so. 

The two most relevant strands in this literature are (a) the analysis of stagflation and 

(b) the theory of the open economy which distinguishes between tradable and non

tradable sectors (and sometimes within the former between a booming and a lagging 

sector). The major limitation of this body of work from the point of view of LDC's 

is that it generally works with a single, integrated labor market. Nevertheless the 

analysis is of importance in defining the links between productivity growth, real 

wage and the external sector - economic relationships which are of significance in 

any economy. Policy questioning on which this literature focusses include: (a) the 

importance of demand management policies to take account of autonomous cost

push factors emanating from the labor market and/or the external sector, and (b) the 

differential impact of external imbalance on the tradable and non-tractable sectors, 

and the use of macro-economic instruments to deal with such disturbances. 

(ii) Output Adjustment and the Flexibility of Labor Markets -

Segmantation, Migration and Unemployment. 

When we move to the analysis of less developed economy the non

homogeneous character of labor markets, - distinguishing at least between formal 

urban, informal urban and rural labor markets - has to be explicitly introduced. As 
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mentioned in the discussion in paras 6 and 7 the problem is complicated because the 

distinction between the tradable and non-tradable sectors on the output side do not 

coincide with the differentiation between the major segments of the LDC labor 

market. This means that in some LDC's more policy instruments will be required 

to tackle the problem of adjustment than in envisaged in the traditional model of the 

open economy. For example, a change in the real exchange rate to favor the 

tradable sector could lead to higher income of farmers in the rural sector as a whole 

(if subsistance and cash crop production are competitive), and thus increase wages, 

and prices in the non-tradeable sector by increasing the supply price of rural-urban 

migrants. This is a way in which the real exchange rate instrument may be blunted 

rather than by real wage rigidity as in traditional models. 

Other barriers to the movement of labor, e.g. those connected with 

migration, may also hamper the process of adjustment which requires a shift of 

factors from non-tradeable to tradeable sectors. Current policies seem to be 

premised on the effectiveness of wage and price signals in bringing about this shift. 

What is the empirical evidence so far as labor markets are concerned? The paper 

will review the conceptual and empirical literature and perhaps develop a typology 

of labor markets which will help in classifying different types of policy problems in 

different types of countries. In general, the less such "structural" problems are 

recognized, the more severe the demand deflation which in needed to achieve 

internal and external balance, and the greater the danger of "over-kill". 

(iii) Wage Indexation and the Political Economy of Adjustment. 

It is now becoming clear that any analysis of adjustment policies 

must take into account the politcal economy of the adjustment process. It is this 

which will determine the sustainability of the adjustment program in the medium 
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term. Of course the political economy question is a very broad one, covering all 

aspects of interest group conflict in LDCs (see Braverman and Kanbur, 1987). In 

the context of this project, we will maintain a sharp focus on labor markets. The 

traditional literature on wage indexation speaks to this question, as does the 

literature on unionisation in LDCs (particularly important in Latin America). 

Similarly, public sector employment and wage policy would be an important part of 

the adjustment process in all countries, especially in Africa. This paper would 

review the literature under these headings, paying particular attention to regional 

variations. 

(iv) Labor markets and Poverty. 

While there is a large literature on poverty, this paper should focu s 

on how labor markets interact with the poverty problem. This may be particularly 

important in the case of multiple income families , for whom shocks in one labor 

market may be compensated for by development in another. For example, a 

household which has employees in both tradeable and non-tradeable goods sectors 

is "diversified" with respect to changes in wages in these two sectors. How 

important is such diversification among poor households? This paper will review 

the empirical evidence of this and other issues which are important for linking 

adjustment and poverty through the labor market. 

(v) Women and Labor markets 

While some coverage of the position of women in labor markets 

could be achieved in a general discussion of labor markets and poverty, we feel that 

the topic is sufficiently important to deserve a paper on its own. The literature here 

is even more diffuse than in other areas under the heading of labor markets. 
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Moreover, some of the interesting work is in the non-economic literature (see 

Behrman 1987, and Hariss 1987, for examples of the economic and non-economic 

approaches to the problem). It would be useful to have this literature reviewed and 

focussed on the current policy concerns. 

(vi) Medium-run adjustment and long-run growth: The role of labor 

markets. 

This is perhaps the most challenging of the issue papers. It will try 

to follow through on the impact of adjustment policies - which are designed to 

restore external equilibrium in the medium run - on long run growth. This is a 

broad area but the focus will be sharpened by the concentration on labor markets. 

A major concern is with policies (sometimes call "stagnationist") which achieve 

sharp reduction in real wages to facilitate adjustment at the cost of depressing 

potential productivity growth in the longer run. The paper will cover long-run 

comparative advantage versus short-run adjustment, learning by doing and returns 

to scale. It will assess an argument which seems to have been lost in the current 

policy imperatives to support exportables - is there a case for continued protection 

of certain industries to allow them time to develop and be competitive in 

international markets? A review of the literature followed by a policy analysis 

which addresses such questions defines the content of this paper. 

25. A prominent place would be given in the country case studies to countries 

which have had Bank-assisted structural adjustment programs. A regional balance 

between Asia, Africa and Latin America will be maintained since different issues 

arise in the different regions. Although the exact number and composition of case 

studies will depend on the identification of suitable authors, we would tentatively 
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envisage a total of six studies--two each from Asia, Latin America and Africa. In 

so far as it is possible, our object is to have the country case studies done by 

economists based in the country. A few more might be produced internally within 

EDIST by staff or visiting scholars as the work progresses. 

26. These studies will be edited to form a volume entitled "Labor Markets in an 

Era of Adjustment." Apart from the issue papers and the case studies, we will have 

an overview introductory chapter synthesizing the main policy conclusions. In 

addition, we propose that the project produce an Annotated Bibliography of this 

large and growing literature, the most important items of which will be distributed 

to participating LDC institutions as discussed below. 

5. Participants and Audience 

27. The intended audience for the results of the project, either in the form of the 

studies or in the form of training material based on the studies, are policy markers 

and economists in LDCs who are having to face the problems of labor markets in an 

era of adjustment. For these practitioners and local researchers the volume will 

bring together the existing literature and country experience so as to better inform 

their own policy analysis. The proposed annotated bibliography will be useful as a 

handy compendium of the literature which will also prove useful as a basis for 

teaching and training. Moreover, the final output of the project will be preceded by 

a number of intermediate products (see Section 6) which can be incorporated into 

EDI Seminars at an early stage. For example, an initial attempt at a selective and 

synthetic essay on the results of existing and ongoing research will be made as part 

of the paper by Kan bur and Mazumdar to be circulated to authors of case studies in 
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the summer of 1988. Also the authors of studies, and Kanbur and Mazumdar, can 

act as resource persons for EDI Seminars as the project progresses. 

28. Our intention is to have significant participation by LDC based economists 

in the preparation of the studies, and to involve their institutions--some of which 

will overlap with the ED I's partner institutions--in the dissemination of the results 

via the conferences and by ensuring that major, and particularly recent, papers are 

copied and sent to these institutions so that they can build up their material in the 

area of labor markets and adjustments. It is clearly too early to make a definite list 

of authors and institutions, but we would envisage possible participation from 

CIRES (Cote d' lvoire), CIEPLAN (Chile), FGV (Brazil), IDS (Kenya), 

University of Zimbabwe, University of Lagos (Nigeria), MIDS (India), among 

others. A major portion of the budget (see Section 7) which devoted to meetings 

which will bring participants from LDCs together with their DC counterparts. The 

benefits of such interaction for participants from LDC institutions will be an 

important output of the project. 

6. Organization and Timetable 

29. The project will last for two years, from January 1, 1988 to December 31, 

1989. The studies will be coordinated by Dipak Mazurndar (World Bank) and Ravi 

Kanbur (University of Warwick), who will edit the final volume. The project as a 

whole will be overseen by a steering committee comprising of representatives from 

EDIST, EDIEM, and elsewhere in PPR. 
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30. We envisage the project as having four distinct phases. On the basis of a 

short paper expanding our ideas on labor markets and adjustment, a small meeting 

(around 6 to 8 people) will be held in March/April, 1988, to sharpen the focus 

further and agree on a firm chapter outline. After the meeting Kanbur and 

Mazumdar will circulate a longer paper containing suggestions for the issues to be 

tackled in the country studies. The search for issue paper and country study 

authors will already have been initiated and will be finalized by June, 1988, the end 

of the first phase of the project 

31 During the second phase of the project authors will prepare material and 

write the first drafts of their papers, to be discussed at a conference in December 

198 8/Jan uary 19 89. On the basis of the comm en ts received at the conference 

authors will continue work on their papers during the third phase of the project, 

from January 1989 to June 1989. The completed papers will be discussed at the 

final conference in June/July 1989. The final phase will consist of the editing of 

these papers into a volume, and of the writing of the synthesis and overview 

chapter by Kan bur and Mazumdar. The volume will be delivered for publication by 

December 31 , 1989. 

7. Budget 

32. The table below presents a preliminary summary budget for the four phases 

of the project, by category of expenditure: Meetings, Fees for Papers, Research 

Assistance and Research Expenses, Administration Overhead at the University of 

Warwick, Fees for the principal consultant. 
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33. The meetings will be held at the Development Economics Research Centre, 

University of Warwick. The first meeting will be a small one consisting of around 

ten participants, with _five coming from overseas. The costs are budgeted as 

follows: 

5 flights at an average of $1,200 per flight = $6,000 

10 x 3 nights at an average of $125 per night 

Rail fares within the U.K. and Incidentals 

= $3,750 

=$ 250 

10,000 

The second meeting, at the end of the second phase will be larger than the first 

meeting and will involve participants from Asia, Africa and Latin America. The 

budget is calculated as follows: 

10 flights at an average of $2,000 per flight 

15 x 3 nights at an average of$125 per night 

Rail fares within the U.K. and incidentals 

= $20,000 

= $ 5,625 

=$ 375 

$26,000 

The third meeting, at the end of the third phase is also budgeted at $26,000. 

34. We propose that a fee of $5,000 be paid per paper. For the five issue 

papers and six country study papers this makes a total of 

11 X $5,()()() = $55,000 

Each author will be paid $1,500 upon deli very of the first draft, $1,500 upon 

delivery of the second draft, and $2,000 upon delivery of the final version suitable 
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for publication. This determines the pattern of payment in each phase of the 

project. 

35 Throughout the project we will employ a part-time research assistant at the 

University of Warwick to help in the preparation and dissemination of the 

annotated bibliography, and to assist the coordinators in their task of editing the 

volume. This and other research expenses are budgeted at $4,000 per phase of the 

project i.e. $8,000 per year and $16,000 over the two years of the project. 

36 The project will be administered at the University of Warwick and a 10% 

administrative overhead is allowed for in the budget. 

37 Three-man months are budgeted for the principal consultant (Professor 

Kanbur), at a total cost of $15,000. 

38. Total budget for the project is $161.3 K. It is spread out over the four 

phases of the project covering the fiscal years ending 1988, 1989 and 1990. 
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Summary Budget 

(000 U.S. Dollars) 

Phase I II m IV 
Jan.1988 - Jul 1988 - Jan 1989- Jun/Jul 1989 - Total 

Category Jun/Jul 1988 Dec 1988/Jan 1989 Jun/Jul 1989 Dec 1990 

---/ 

Meetings 10 26 26 0 62 
Fees for 

Papers 0 16.5 16.5 22 55 
Research 

4""· Assistance 4 4 4 16 
Warwick 

Overhead 1.4 4.65 4.65 2.6 13.3 
Fees for 
Principal 
Consultant 5 2.5 2.5 5 15 

Total 20.4 53.65 53.65 33.6 161.3 
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Labor Markets in an Era of Adjustment: A 
Summary of the Proposal 

1. Objective 

1 

The objective of the project is to provide a detailed study of the role of labor 

markets in the problems of stabilization and structural adustment in developing 

countries. The way the labor market performs is crucial, first, for the ease with 

which the structure of production can be adjusted in appropriate directions, and 

secondly, in determining the impact of adjustment policies on poverty and the 

distribution of income. It should be noted that the labor market has a wide 

conotation for developing countries. It includes wage labor as well as the self 

employed found in large numbers in the urban informal and rural sectors of the 

economy. 

2. Sources 

The work on the project will draw on the literature of labor markets in 

developing counries, and try to focus the traditional concerns in this literature on 

the problems of adjustment (See Section 2). Contributors to the issues papers will 

also utilize the results from the analysis of labor markets in developed countries, 

particularly in the fields of stagflation and of open economy models (See Section 

4). 

Apart from the published literature the project will review and utilize the 

large amount of ongoing work in the general area of stabilization and adjustment 

sponsored by a number of international agencies, e.g. ILO, WIDER, UNICEF, 

ODA, OECD etc. (See Section 3). While work on these studies reflect the specific 

objectives of the agency concerned, they all have some discussions of a conceptual 

or empirical nature which have a bearing on our project. 



3 . Proposed Output 

The project aims at prcxiucing two distinct sets of output: 

(i) A volume consisting of a number of issues papers and some case 

studies of developing countries whose experience illustrate the key 

issues discussed. 

(ii) An annotated bibliography of the large and growing literature on 

adjustment problems mentioned above (together with an 

intrcxiuctory essay on the major results). 

2 

The final output of the project will be preceded by a number of intermediate 

products which can be used in EDI seminars at an early stage. For example, an 

initial attempt at a selective and synthetic essay on the results of existing and 

ongoing research will be made as part of the paper by Kanbur and Mazumdar to be 

circulated to authors of case studies in the summer of 1988. 

4 • Organization and Planning of the Project 

The project will be organized in four phases under the guidance of Ravi 

Kanbur, (Warwick University (See C.V. enclosed), and Dipak Mazumdar 

(EDIST). 

In the first phase (Jan 81 and Jun/Jul 88), the work on the annotated 

bibliography will be initiated. Also, on the basis of this proposal, a small 

workshop will be held in April 1988 at Warwick to sharpen the focus further and 

agree on a firm chapter outline. The search for authors of issues papers and 

country studies will be completed by June 1988. 

In phases II and III the authors associated with the project will finalize their 

papers, interacting with each other and the project coordinators at two meetings in 
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April and November 1989. We envisage that an important part of the project will 

be the active participation of contributors from institutions in developing countries, 

particularly on the case studies. Hence provision has been made for meetings to 

bring the participants together. 

The work on the annotated bibliography will continue during this period. 

The final phase (ending in June 1990) will consist of the editing of the papers into 

a volume, and of the writing of the synthesis and overview chapter by Kanbur and 

Mazumdar. (See Section 6 for details). 

S • Budget and Financing 

The Budget for the whole project is $370K. As detailed in section 7, co

financing of $175K has already been found through EDI, CIDA and ILO. This 

leaves $195K for which further financing is required. 
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Labor Markets in an Era of Adjustment 

1. Introduction 

1. During . the 1980s a number of developing countries have adopted explicit 

programs of Structural Adjustment. The historical developments leading up to 

these programs include external shocks and inappropriate internal policies. There 

were external shocks such as the increase in oil prices in the late 1970s, followed 

by a global recession which had a severe impact on commodity prices. In the face 

of these shocks most governments did not adjust their fiscal and monetary policies 

sufficiently quickly, which led to growing internal and external imbalances. Given 

this situation, there was a need for short-term stabilization as well as medium to 

long term structural adjustment. The latter involves policies such as reducing public 

sector employment, eliminating price distortions, export promotion and industrial 

restructuring. 

2. Many of these adjustment programs have been put into place with Bank 

assistance, and in fact for several countries these programs have been running for 

three or more years. The major rationale behind these programs is to assist 

countries in adjusting to the changing realities of international markets by shifting 

the structure of production in appropriate directions. Such a shift in structure 

towards more export - oriented production--whether in industry or in agriculture-

requires a shift in factors of production between the different sectors. Clearly, 

therefore, labor markets and their response to economic forces play a central role in 
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the adjustment process. A second concern with recent adjustment policies has been 

their impact on poverty and the distribution of income. Here again the way labor 

markets respond to changes in macro economic policies in the short and medium 

term is crucial to the outcome. 

3. The general concerns above translate into specific policy questions. They 

include: How effective is traditional demand management as a tool of employment 

policy in the new circumstances, and what support (if any) should be given to 

wage indexation r posals? What are the issues in reform of public sector 

employment and wage policy? What are the short-term policies needed to preserve 

the human capital of the labor force under current conditions? How is the position 

of women in labor markets to be protected and enhanced? What are the new 

policies that can be implemented to protect and encourage a modern sector labor 

force in areas of dynamic comparative advantage? These and other specific policy 

questions on labor markets during the era of adjustment form the basis of this 

project. 

4. There is of course a large literature on the performance of labor markets in 

developing countries. But this is a diffuse literature covering a number of themes. 

Our idea is to focus the results of this literature on the current policy is_sues raised 

by the structural adjustment process. Similarly, a large research effort is now 

underway in the Bank and in other international agencies (UNICEF, FAO, OECD, 

ILO, WIDER, IMF) on the impact of adjustment on poverty. However, the 

studies being produced reflect the diverse interests of the agencies involved. There 
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is a need to synthesize this work and to link it to the concerns of the labor markets 

literature. The object of this project is to produce such a synthesis, together with a 

set of studies which will prove useful in the preparation of seminar and training 

material for policy makers in LDCs.In section 2 below we provide_ a brief 

discussion of how the traditional themes of the labor markets literature tie in to the 

emerging policy concerns in this area. On the basis of this intersection we then 

proceed to a detailed discussion of the project structure. 

2. New Policy Issues and Traditional Themes 

5. What are the main new policy concerns? The need for structural adjustment 

is indicated, in the first instance, by an external disequilibrium as the result of 

absorption exceeding output (or, put another way, expenditure exceeding income). 

The disequilibrium can arise either because of external shocks or because of internal 

reasons to do with inappropriate policies. But if the resulting debt is 

unsustainable, then adjustment is a necessity. But adjustment can of course be 

accomplished either by reducing absorption or by increasing output. We may 

perhaps refer to the former as macroeconomic adjustment and to the latter as 

structural adjustment (see Kanbur, 1986). Concentrating on the latter, as being the 

major thrust of Bank-assisted programs, we can immediately identify several 

strands of thought. 

6. One strand sees the problem as essentially one of increasing the output of 

the tradeable sector by removing price distortions which favor non-traded sectors 
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and import substitution sectors rather than export sectors. This is the line of 

argument which leads to the policy recommendations (as in the case of Cote 

d'Ivoire) to increase the producer price of primary exports and to remove barriers 

against manufactured export industries. Yet another strand of thought sees a 

supplementary, and perhaps equally important, problem as being one of increasing 

output generally by freeing up rigidities in factor and output markets, and by 

improving the "X-efficiency" of parastatals and other public organisations. These 

strands of argument, and the policy recommendations that emanate from them, are 

complementary to each other. But the former highlights an important distinction-

that between the tradeables producing sector and the non-tradeables producing 

sector--which is not always present in the traditional labor markets literature. In the 

latter, labor markets are classified according to criteria such as their degree of 

"formalness" as measured by minimum wage legislation, unionization or other 

institutional features. But formal labor markets can be tied in to tradeable and non

tradeable output markets, as is the case for many manufacturing industries. 

Similarly a competitive labor market can be present in sectors producing primary 

commodities for export as well as in an urban informal sector which produces non

traded output. 

7. A major challenge which the current policy concerns pose to the traditional 

labor markets literature is thus to combine the analys1s of segmented labor markets 

with sectoral breakdown on the output side which matches more closely the 

traded/non-traded divide which lies at the heart of the structural adjustment 
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problem. However, so far as the general question of improving the efficiency of 

the economy is concerned, the traditional concerns of labor market efficiency fit in 

very well with modem policy interest. 

8. As the structural adjustment process has gathered pace, there has been a 

growing concern about the distributional consequences of adjustment, as reflected 

in recent policy papers at the IMF, the Bank's submission to the Development 

Committee, projects within the Bank to analyze the social dimensions of adjustment 

and perhaps amend programs accordingly, and projects in many international 

agencies (OECD, UNICEF, F AO, ILO) to investigate the problem in relation to 

their own terms of reference. 

9 The details of these projects are taken up in Section 3 below, but there 

appear to be two distinct aspects to this distributional concern. The first is about the 

impact of the adjustment on the already poor. This poverty focussed concern has 

led to a number of recent contributions (Addison and Demery, 1985, Kanbur, 

1987) and it ties in very well with one of the traditional themes in the labor markets 

literature which we identified below --the contribution of labor markets and their 

operation to poverty and to poverty alleviation. It stands to reason that labor 

markets must be an important intermediary between structural adjustment and its 

impact on poverty, and we argue below that the existing literature is well poised to 

help in the analysis of this intermediary role. 



' . 
9 

10. The second aspect of distributional concern relates to the upper and middle 

end of the distribution. It appears in the worry that if the adjustment process 

makes powerful sections of the society worse off, they may mobilize to undo the 

process or at least prevent its full operation. Through cost of living adjustments or 

other means these groups may well succeed in restoring their standard of living, but 

at the expense of the adjustment process (Braverman and Kanbur, 1987). This 

political economy argument finds an echo in the traditional labor market literature's 

concern with wage indexation, the wage-price spiral, and inflation. 

11. The above is an account of the broad policy concerns in the era of 

adjustment. This is not the place for a detailed discussion of specific policy issues, 

which are in any case likely to be country-specific. But these specific questions, 

such as the role of public sector employment and wages, the position of women in 

the labor market, or manpower and training policies, do fall under the broad 

headings we have sketched out and will be treated in the set of studies we propose 

(see Section 4). We turn now to the traditional labor markets literature to see how 

the concerns in that literature mesh with the emerging policy issues in adjustment 

12. One can identify several well established themes in the literature on labor 

markets in developing countries. The existence and nature of segmented labor 

markets, because of the prevalence of the family mode of production, has been 

reviewed by Sen (1975) and Mazumdar (1987), among others. This theme also 

goes back to the surplus labor models of Lewis (1954). The central idea is that 
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because of a number of technological and "mode of production" features, the wage 

mechanism will not necessarily operate to clear the labor market, with resulting 

unemployment. This theme has been taken up again in the recent work on the 

efficiency wage and its labor market consequences (see Dasgupta and Ray, 1986). 

13. Related to the above idea is of course the notion of imperfections caused by 

an institutional wage being fixed in the modern or formal sectors of developing 

countries. The formal sector can encompass both private firms and government 

employment The inefficiencies caused by such rigidities have been investigated by 

many, starting from the work of Todaro (1969) and Harris-Todaro (1970). The 

consequences for trade policy have been analyzed by Bhagwati and Srinivasan 

(1974), and for factor mobility and growth by Corden and Findlay (1975), among 

others. However, less has been done on how these labor market features interact 

with macroeconomic adjustment (Edwards and Edwards, 1987, is a recent 

exception). Tied into the Harris-Todar,o analysis, and emanating from it, is a large 

theoretical and empirical literature on rural-urban migration (see the review in Yap 

1977, and Mazumdar 1986). The costs of migration, in particular the fixed costs, 

have been discussed in Bannerjee and Kanbur ( 1981 ), and these costs are of 

obvious relevance in an adjustment context where labor has to move between 

sectors--which may also mean a move between regions. 

14. Another area of traditional concern is the link between the operation of labor 

markets and the persistence of poverty. In the formal sector this has crystallized 
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around the education-income connection and whether the human capital aspects of 

education dominate the screening aspects. The literature here is a large one, 

covering both theory (e.g. Arrow, 1973) and empirical analysis (Pscharopoulos 

1985). In the informal and rural sectors the discussion has focussed on the 

determinants of real wages in these sectors, and the extent to which poor 

households rely on this income. The landlessness and poverty nexus in Asia 

clearly speaks to this question. The rapid growth of the urban informal sector in 

Asia, and in Africa and Latin America, and the close links between presence in this 

sector and poverty, have led to a literature investigating these links (e.g. ILO 1972, 

Mazumdar 1981, Bannerji 1983, Fields 1979) 

15. Further traditional themes which tie in closely to concerns in structural 

adjustment programs relate to the impact of input subsidies on the demand for 

labor. Connected to this are output price policies and their effects on labor markets 

and income distribution (cf. Timmer 1983, Mellor 1983). Since current adjustment 

programs seem to have as an important component a reduction of agricultural 

subsidies, the traditional literature can once again speak to up to date policy issues. 

16. In the realm of macroeconomics, two traditional themes in the literature on 

labor markets in less developed countries are (i) wage indexation and (ii) the 

political economy of labor markets and institutions. Clearly these two are related to 

each other and both are moreover related to the question of how the labor side is 

treated in LDC macromodels. The Latin American literature is particularly 
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prominent here (Behrman and Hanson 1979, Wachter 1979), but Taylor (1983) 

applies the general framework to other countries too. The question of wage 

indexation ties into one of the major policy concerns at the moment - how to change 

the relative price of tradeable and non-tradable goods. In the traditional literature on 

devaluation this issue comes to the fore because of the assumption of nominal wage 

------rigidity - devaluation is seen as the method of lowering thbd and hence the 

relative price of non-tradeable goods. In many West African countries a similar 

issue arises even though devaluation itself is not institutionally possible, as in the 

case of the UMOA countries. Here we find attempts to "simulate" a devaluation 

through export subsidy and import tariff schemes. 

17. But a policy which relies on lowering th real wage opens up two questions 
- ---J 

- whether the policy will be sustainable in the medium term, and whether it is 

advisable in the longer term. In the medium term the political economy of labor 

markets and institutions is important. The power of unions, be they private sector 

or government sector, is crucial. Many policies have had to be reversed as a result 

of opposition, sometimes violent opposition, from urban organised labor - there 

are many examples in Latin America, and there are recent cases in Sudan, Morocco 

and Tunisia. These political economy questions have to be addressed in any policy 

oriented discussion of labor markets and adjustment. 

18. In the longer term, there is the substantive issue of whether increasing the 

production of traditional exports is indeed the right strategy. Short term 

i,~ ), 
~ 
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comparative advantage ~eed not translate into the appropriate long term strategy. 

The development of modern industry, and the manpower associated with it, will 

not necessarily be well served by the short term imperative of getting the external 

disequilibrium right There is a literature an dynamic comparative advantage which 

incorporates learning by doing and scale effects (see, for example Findlay 1973), 

While not immediately relevant to the short term disequilibrium, it is important 

nevetheless for us to keep in mind that short to medium term policies do have long 

term effects, a link which is emphasized in our project. 

3. Ongoing Work 

19 There is thus a large existing literature on labor markets in developing 

countries which can speak to the current policy concerns on adjustment. However, 

as noted earlier there is also a considerable amount of ongoing research within 

international agencies which is relevant to our project. The ILO has conducted a 

series of studies on stabilization, adjustment and poverty (see ILO, 1986), and 

UNICEF has recently published the results of a project on the impact of adjustment 

on children (see Jolly et.a. , 1987). This is a project which is continuing and will be 

producing results in the future. The ODA in U.K. has also conducted a series of 

case studies (introduced in Addison and Demery, 1985) which are how being 

finalised for circulation. A major project launched by WIDER in Helsinki on the 

experience of stabilization policies in LDC's is nearing conclusion as far as it's first 

phase is concerned. (See Taylor 1987) The Development Centre of the OECD has 
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made employment, poverty and adjustment a major theme of its research program 

for the next two years, and has launched a set of case studies, some of which 

emphasize econometric modelling of the impact of adjustment policies. Similarly, 

the F AO has also conducted studies on this topic, with a focus on agriculture. 

20. The IMF produced a Board paper in 1985 on the impact of Fund programs 

on income distribution, and has started on a set of case studies - the first six of 

which arc due for completion soon_. Within the World Bank itself, several research 

initiatives are underway. The Social Dimensions of Adjustment (SDA) project is a 

joint UNDP/World Bank project located in the AFl, with the object of analysing 

and monitoring the impact of Bank assisted programs on the poor in Africa. While 

Africa is the region of special concern (there is more ongoing work in the Human 

Resources Division of PPR) the situation of the poor in Latin America during the 

1980s has also been causing concern (e.g. see World Bank 1986). In fact, the Debt 

and Macroeconomic Adjustment division of the Country Economic Department in 

PPR has made the general question of impact on poverty part of its regular work 

program. 

21. As can be seen, a large and diverse research effort is under way in 

international agencies on adjustment and poverty. There is already some output, 

but much of this effort will bear fruit over the next two years. Our project will 

certainly benefit from this research. Indeed we see one of our tasks as being the 

synthesising of these results from the diverse groups and our proposed annotated 

bibliography (see below) will pay due attention to the most recent research. 
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However, our project will be distinguished by a clear focus on labor markets. Our 

intention is to use the literature in a directed way so as to produce a synthesis for 

those who are having to formulate policy on the problems of labor markets in the 

adjustment process. 

4. The Proposed Set of Studies 

22. The discussion in Sections 2 and 3 should make clear our argument that the 

intersection between (i) traditional themes in the literature on labor markets in 

developing countries and (ii) the emerging policy concerns in the era of structural 

adjustment , is a fruitful area of investigation. 

23. We propose a set of issue-oriented papers, and a set of country case studies 

which would examine the role of labor markets in adjustment. The issue oriented 

papers would speak to the general conceptual framework and background under 

specific headings. They would review the existing literature and draw out the main 

implications for policy. The country case studies would approach the question 

from the other direction. Starting from the specific policy questions in their 

country, and the specific institutional features of the labor market, they would 

utilise the conceptual frameworks available in the literature - as reviewed in the 

issue oriented papers, for example - to draw country-specific policy conclusions. 
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24. At this stage we envisage around seven issue-oriented papers, ten country 
~ '-.... . 

case studies, and one synthesising paper_.:_which pulls together the major policy 

conclusions. It is too early to specify the exact division of areas, and the exact 

choice of countries. We will be seeking advice on this throughout the early stages 

of the project and at a meeting called specifically for this purpose (see Section 6). 

We provide below a tentative list of areas to be covered by the issue papers: 

(i) The Labor Sector in Macro-models 

The first issues paper (or perhaps two papers) might seek to 

summarize the major conclusions from the theorical and empirical analysis of labor 

and macro economic policy in developed countries, many of which have also been 

subjected to problems of internal and external imbalance in the last decade or so. 

The two most relevant strands in this literature are (a) the analysis of stagflation and 

(b) the theory of the open economy which distinguishes between tradable and non

tradable sectors (and sometimes within the former between a ·booming and a lagging 

sector). The major limitation of this body of work from the point of view of LDC's 

is that it generally works with a single, integrated labor market. Nevertheless the 

analysis is of importance in defining the links between productivity growth, real 

wage and the external sector - economic relationships which are of significance in 

any economy. Policy questioning on which this literature focusses include: (a) the 

importance of demand management policies to take account of autonomous cost

push factors emanating from the labor market and/or the external sector, and (b) the 
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differential impact of external imbalance on the tradable and non-tradable sectors, 

and the use of macro-economic instruments to deal with such disturbances. 

(ii) Output Adjustment and the Flexibility of Labor Markets -

Segmantation, Migration and Unemployment 

When we move to the analysis of less developed economy the non

homogeneous character of labor markets, - distinguishing at least between formal 

urban, informal urban and rural labor markets - has to be explicitly introduced. As 

mentioned earlier the problem is complicated because the distinction between the 

tradable and non-tradable sectors on the output side do not coincide with the 

differentiation between the major segments of the LDC labor market. This means 

that in some LDC's more policy instruments will be required to tackle the problem 

of adjustment than in envisaged in the traditional model of the open economy. For 

example, a change in the real exchange rate to favor the tradable sector could lead to 

higher income of farmers in the rural sector as a whole (if subsistance and cash crop 

production are competitive), and thus increase wages, and prices in the non

tradeable sector by increasing the supply price of rural-urban migrants. This is a 

way in which the real exchange rate instrument may be blunted rather than by real 

wage rigidity as in traditional models. 

Other barriers to the movement of labor, e .g. those connected with 

migration, may also hamper the process of adjustment which requires a shift of 

factors from non-tradeable to tradeable sectors. Current policies seem to be 

premised on the effectiveness of wage and price signals in bringing about this shift. 
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What is the empirical evidence so far as labor markets are concerned? The paper 

will review the conceptual and empirical literature and perhaps develop a typology 

of labor markets which will help in classifying different types of policy problems in 

different types of countries. In general, the less such "structural" problems are 

recognized, the more severe the demand deflation which in needed to achieve 

internal and external balance, and the greater the danger of "over-kill". 

(iii) Wage Indexation and the Political Economt of Adjustment. 

It is now becoming clear that any analysis of adjustment policies 

must take into account the politcal economy of the adjustment process. It is this 

which will determine the sustainability of the adjustment program in the medium 

term. Of course the political economy question is a very broad one, covering all 

aspects of interest group conflict in LDCs (see Braverman and Kanbur, 1987). In 

the context of this project, we will maintain a sharp focus on labor markets. The 

traditional literature on wage indexation speaks to this question, as does the 

literature on unionisation in LDCs (particularly important in Latin America). 

Similarly, public sector employment and wage policy would be an important part of 

the adjustment process in all countries, especially in Africa. This paper would 

review the literature under these headings, paying particular attention to regional . 

variations. 

(iv) Labor markets and Poverty. ------

r 
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While there is a large literature on poverty, this paper should focus 

on how labor markets interact with the poverty problem. This may be particularly 

important in the case of multiple income families, for whom shocks in one labor 

market may be compensated for by development in another. For example, a 

household which has employees in both tradeable and non-tradeable goods sectors 

is "diversified" with respect to changes in wages in these two sectors. How 

important is such diversification among poor households? This paper will review 

the empirical evidence of this and other issues which are important for linking 

adjustment and poverty through the labor market. 

(v) Women and Labor markets 

While some coverage of the position of women in labor markets 

could be achieved in a general discussion of labor markets and poverty, we feel that 

the topic is sufficiently important to deserve a paper on its own. The literature here 

is even more diffuse than in other areas under the heading of labor markets. 

Moreover, some of the interesting work is in the non-economic literature (see 

Behrman 1987, and Hariss 1987, for examples of the economic and non-economic 

approaches to the problem). It would be useful to have this literature reviewed and 

focussed on the current policy concerns. 

(vi) Medium-run adjustment and long-run growth: The role of labor 

markets. 
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This is perhaps the most challenging of the issue papers. It will try 

to follow through on the impact of adjustment policies - which are designed to 

restore external equilibrium in the medium run - on long run growth. This is a 

broad area but the focus will be sharpened by the concentration on labor markets. 

A major concern is with policies (sometimes call "stagnationist") which achieve , 

sharp reduction in real wages to facilitate adjustment at the cost of depressing 

potential productivity growth in the longer run. The paper will cover long-run 

comparative advantage versus shon-run adjustment, learning by doing and returns --to scale. It will assess an argument which seems to have been lost in the current ..I 
..::.-

~ l},1-~,p-
policy imperatives to suppon exportables - is there a case for continued protection t1 ~ 

of certain industries to allow them time to develop and be competitive in 
J 

international markets? A review of the literature followed by a policy analysis 

which addresses such questions defines the content of this paper. 

25. Turning now to the case studies, a regional balance between Asia, Africa 

and Latin America will be maintained since different issues arise in the different 

regions. Although the exact number and composition of case studies will depend 

on the identification of suitable authors, we would tentatively envisage a total of ten 

studies. At this stage, the countries being discussed are Brazil, Argentina, Bolivia 

and Costa Rica in Latin America (see attached study proposal by Berry and 

Honon); Kenya, Cote d'Ivoire, and Ghana in Africa (see attached study proposal 

by Milne and Helleiner); Malaysia, Thailand and Indonesia in Asia (where 

cofinancing is available from the ILO--see section 7). 

, ~ v1.t 
,v ..,.., 
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26. These studies will be edited to form a volume entitled "Labor Markets in an 

Era of Adjustment." Apart from the issue papers and the case studies, we will have 

an overview introductory chapter synthesizing the main policy conclusions. In 

addition, we propose that the project produce an Annotated Bibliography of this 

large and growing literature, the most important items of which will be distributed 

to participating LDC institutions as discussed below. 

5. Participants and Audience 

27. The intended audience for the results of the project, either in the form of the 

studies or in the form of training material based on the studies, are policy markers 

and economists in LDCs who are having to face the problems of labor markets in an 

era of adjustment. For these practitioners and local researchers the volume will 

bring together the existing literature and country experience so as to better inform 

their own policy analysis. The proposed annotated bibliography will be useful as a 

handy compendium of the literature which will also prove useful as a basis for 

teaching and training. Moreover, the final output of the project will be preceded by 

a number of intermediate products (see Section 6) which can be incorporated into 

EDI Seminars at an early stage. For example, an initial attempt at a selective and 

synthetic essay on the results of existing and ongoing research will be made as part 

of the paper by Kanbur and Mazumdar to be circulated to authors of case studies in 
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the summer of 1988. Also the authors of studies, and Kanbur and Mazumdar, can 

act as resource persons for EDI Seminars as the project progresses. 

28. Our intention is to have significant participation by LDC based economists 

in the preparation of the studies, and to involve their institutions--some of which 

will overlap with the ED I's partner institutions--in the dissemination of the results 

via the conferences and by ensuring that major, and particularly recent, papers are 

copied and sent to these institutions so that they can build up their material in the 

area of labor markets and adjustments. It is clearly too early to make a definite list 

of authors and institutions, but we would envisage possible participation from 

CIRES (Cote d' lvoire), CIEPLAN (Chile), FGV (Brazil), IDS (Kenya), 

University of Zimbabwe, University of Lagos (Nigeria), MIDS (India), among 

others. A substantial portion of the budget (see Section 7) which devoted to 

meetings which will bring participants from LDCs together with their DC 

counterparts. The benefits of such interaction for participants from LDC 

institutions will be an important output of the project. 

6. Organization and Timetable 

29. The project is scheduled to last for two and a half years, from January 1, 

1988 to June 30, 1990. The studies will be coordinated by Dipak Mazumdar 

(World Ban1c) and Ravi Kanbur (University of Warwick), who will edit the final ---
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volume. The project as a whole will be overseen by a steering committee 

comprising of representatives from EDIST, EDIEM, and elsewhere in PPR. 

30. We envisage the project as having four distinct phases. In the first phase, a 

workshop will be held in April, 1988, to sharpen the focus further and agree on a 

firm chapter outline. After the meeting Kanbur and Mazumdar will circulate a 

longer paper containing suggestions for the issues to be tackled in the country 

studies. The search for issue paper and country study authors will already have 

been initiated and will be finalized by June, 1988, the end of the first phase of the 

project. 

31 During the second phase of the project authors will prepare material and 

write the first drafts of their papers, to be discussed at a conference in April 1989. 

These papers will also be disseminated widely as discussion papers. On the basis 

of the comments received, authors will continue work on their papers during the 

third phase of the project, from April 1989 to October/November 1989. The 

completed papers will be discussed at the final conference in November 1989. The 

final phase will consist of the editing of these papers into a volume, and of the 

writing of the synthesis and overview chapter by Kanbur and Mazumdar. The 

volume will be delivered for publication by June 30, 1990. 
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7. Budget 

32. The table below presents a preliminary budget by category of expenditure. 

Category 1, expenditure during the first phase of the project and for the April 1988 

workshop, is already covered by a grant from EDI (TMPC). The second category 

of expenditure is the largest, and consists of payment for country studies. Detailed 

proposals for African and Latin American studies are attached. These will be co

financed by EDI and CIDA. The Asian case studies will be financed by the ILO as 

part of a larger project on labor markets in Southeast Asia. Category 3 consists of 

payments for issue papers--seven papers at $5K each. 

After the country studies, the second largest categories of expenditure are 

for the two conferences at the University of Warwick, which form an integral part 

of the project Taking into account air travel for L.D.C. and D.C. participants at the 

economy class rate, and the costs of local accommodations, these meetings are 

costed at $55K each. 

There follow a number of categories of smaller expenditure items, including 

research-assistance for the production of the annotated bibliography and secretarial 

assistance throughout the 2 1/2 years of the project. Category 8 is essentially 

reproduction and dissemination costs for papers at the meetings which are expected 

to be large, given the size of the conferences, the expected length of papers, and the 

fact that around 20 papers are being produced. In addition, we would like to 
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disseminate the first drafts of these papers, which will be produced for the first 

conference, as widely as possible--especially to L.D.C. institutions--in discussion 

paper form. Category 9 accounts for the costs of such dissemination for around 20 

papers. Category 10 is the fees for the principal consultant (Professor Kanbur). 

The total budget is $370K. Of this $175 has been raised from EDI, CIDA 

and Il..O which leaves $195K to be found from other sources. 
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Budget (000 Dollars) 

1. First Phase/Warwick Workshop, April 1988 

2. Country Studies 

Africa (see attached proposal by Milne/Helleincr) 50 

Latin America (see attached proposal by Berry/Horton) 50 

Asia (see above on co-financing) 50 

15.Q 

3. Issue Papers 

Seven papers at $SK per paper 

4. First Meeting, University of Warwick, April 1989 

Accommodation (35 participants for 3 nights) + local travel 15 

Air travel, L.D.C. participants (10 x $2K) 20 

Air travel, D.C. participants (10 x $2K) 20 

Total ~ 

5. Second Meeting, University of Warwick, November 1989 ~ 

6. Research assistance for annotated bibliography and volume editing lQ 

7. Secretarial Asssistance lQ 

8. Photocopying (50 copies of 20 papers of 50 pages each) + 
.., 

postage + telephone for the two meetings lQ 

9. Wide dissemination of first drafts as Warwick discussion papers lQ 

10. Fees (Kanbur) lQ 

Total Budget J.Z.Q 
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Cofjnancing 

EDI: First Phase/Workshop 25 

EDI: (50% of African and Latin American Case Studies) 50 

CIDA: (50% of African and Latin American Case Studies) 50 

ILO: (Asian Case Studies) 5Q 

Total lli 

Funds to be Raised ~ 

Application to RSB 98 

Application to ODA', London 97 
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Introduction 

The debt crisis and ensuing recession in qeveloping countries have 

provoked an extensive examination of the possibility of structural 

adjustment. One crucial aspect of the ability to adjust depends on the 

labour market: mobility of labour between the production of tradeables 

and nontradeables, between different sectors of the economy, and between 

different geographic areas, is vital to the success of adjustment. 

Likewise the downward flexibility of the real wage affec t s the path 

towards adjustment. The labour market also plays a major role in 

intermediating between structural change and income distribution. Macro 

theories and models invariably consider the main aggregate labour market 

indicators such as unemployment and real wages. 

At the same time microeconomic studies of the labour market have 

frequently examined institutions and rigidities in labour markets which 

would affect the success of adjustment: these include segmentation, 

persistence of open unemployment, minimum wage legislation , unions, and 

the allocative efficiency of mi gration. 

It is proposed that a small number of country studies be undertaken 

for Latin American countries, synthesizing the macro and labour market 

literatures, to examine the role of labour markets during an era of 

adjustment. The aim is to use the studies, and cross country comparisons 

between the studies, to derive lessons of value for policy makers. These 

studies will be undertaken colloboratively between researchers in Canada 

and in the Latin American countries concerned. The resul ting studies 

will be presented at a conference in June/July 1989 , and ultimately -published in a volume edited by Kanbur and Mazumdar . The conference and 

final volume will also contain similar case studies for Africa and Asia 
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from two separate projects (Mazumdar 1987, and Milne and Helleiner, 

1988). 

Previous and ongoing research 

The macro literature on adjustment in Latin America is very 

extensive, and the impacts on macro indicators of l abour market 

functioning (unemployment and the real wage) are frequently discussed 

(see for example Morales, 1987, for Bolivia, Gerchunoff and Bozzalla, 

1987, for Argentina, Carneiro, 1987, for Brazil, and Cortazar, 1986, for 

Brazil and Chile) . There is also a large existing mi cro-economic 

literature on labour market performance in Latin America, discussing 

issues such as labour market segmentation, the "luxury unemployment" 

hypothesis, the allocative efficiency of migration , and minimum wages and 

social insurance schemes (see for example Berry, 1975a, Berry, 1975b, 

Berry, 1977, Fields and Marulanda, 1976, Gregory, 1974, Gregory, 1986, 

Riveros, 1986, Tenjo, 1986 , and Udall and Sinclair, 1982) . 

The importance of linking these two literatures is obvious. The 

microeconomic performance of the labour market is a crucial underpinning 

of the success of macroeconomic adjustment, and at the same time an 

important intermediary in the transmission of adjustment effects onto 

income distribution. There are some ongoing (and a few completed) 

studies linking the two literatures for Latin America. Ongoing studies 

include work by PREALC (for example a conference in Santiago in March 

1988), an ongoing project by Riveros at the World Bank, and work on the 

public sector by Sabot (1988) both for Latin countries and other LDC's. 

There are also completed studies which go some way towards a synthesis , 
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e.g. Mann and Sanchez (1985). There are also other similar efforts for 

other areas of the developing world, e.g. work at the World Bank on sub 

Saharan Africa co-ordinated by Noel, work by Mazumdar (1987) on East and 

Southeast Asia and work by Milne and Helleiner (1988) on Africa. The 

studies proposed here would complement and draw on other similar 

activities. Given the ready availability of labour force survey data for 

Latin American countries, there is an excellent opportunity for pursuing 

the labour market and macro adjustment issue in some depth. 

Issues 

A number of issues have been identifies as meriting study on a 

cross-country basis. These include: 

1) The role of labour in macroeconomic performance: the relation 

between wages and the inflation process (in particular wage 

indexation and inflation); and the role of unemployment. 

2) The effect of labour market functioning on economic growth via its 

effects on capacity utilization, investment and choice of 

technology. 

3) The role of the labour market in transmitting the effects of 

structural adjustment to income distribution, via changes in 

unemployment, real wages, and participation rates . 

4) The effect of declining expenditures on public sector employment and 

real wages; the productivity effects of falling real wages in the 

public sector. 

5) The role of migration in adjustment, where sectoral shifts imply 

geographic shifts of labour (both urban - rur al and urban-urban). 
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6) The response of marginal workers: the effect of recession on 

employment, schooling, and participation rates of young adults 

(especially those with higher education), and women. 

7) The behavior of segmented labour markets during adjustment; changes 

in the institutions in segmented labour markets, such as legislation 

on social insurance payments and legislation on firings, etc.; the 

impact of worsening conditions of employment in the modern sector on 

the growth and productivity of informal sector activities. 

A set of issue papers being prepared in a separate project wil l be 

of considerable help in refining the country studies (Kanbur and 

Mazumdar, 1988). 

Proposed study 

It is proposed to undertake a set of country case studies in four 

Latin American countries, to examine the role of labour markets during 

structural adjustment. These country studies would be of two types . For 

two larger countries with extensive existing literature on macroeconomic 

adjustment and on the labour market, the studies would primarily 

synthesize the existing literatures, using where necessary published 

data. For two smaller countries with more limited l i terat ~re 

particularly in the area of labour markets, the studi es would be somewhat 

more intensive, and would synthesize existing l i terature, and also 

conduct tabulation and some analysis of existing labour force survey 

data. The emphasis would be on examining a common set of issues, such 

that comparisons could be made across countries . 
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For the larger Latin American countries (Brazil, Argentina, Chile, 

Mexico, Colombia) there is a large existing literature on macroeconomic 

adjustment, a reasonable literature on labour markets , as well as some 

studies which link the two (e . g. Mann and Sanchez, 1985) . Studies have 

documented effects of adjustment on real wages, unemployment, 

participation rates and poverty. For two of these countries it is 

proposed to undertake a critical review of the existing literature 

(including analysis of published macroeconomic and labour force data) to 

systematize what is already known. One priority will also be to point 

out areas for potentially fruitful future research, particul arly resear ch 

which could be readily done with existing labour force survey data. 

For the smaller countries in Latin America rather less is known 

about the labour market/macro interaction, and labour market research is 

thinner. However there are existing data which could be used to examine 

adjustment and the labour market, at least for certain countries. For 

two such countries it is proposed to survey the macro literature, and 

such labour literature as does exist, and then to synthesize and 

interpret these in combination with some new tabulations and anal yses of 

labour force survey data for several pre- and post-recession years. 

The countries envisaged for the study are Brazil, Argentina (or 

Chile), Bolivia, and Costa Rica. The criteria for the choice include the 

desire to obtain a mix of experiences, whilst taking into account the 

availability of literature and of labour force data . The inclusion of 

one of the two major debtors (Brazil and Mexico) seems inevi t able , and of 

these, Brazil has better labour force data. This will form an 

interesting contrast to one of the Southern Cone countries where labour 
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market institutions tend to be more modern, reflecting the level of 

development, and where the onset of some sort of adjustment was several 

years earlier. Both Argentina and Chile have a number of active 

researchers on labour market issues: Argentina has a fairly continuous 

series of labour force surveys for 25 cities, at six monthly intervals, 

and Chile has similar data : one of these two countries would be i ncluded. 

The other country mentioned above was Colombia, less because of its 

interest as regards adjustment (since the recession has been less 

severe), than because of the potential externalities from another project 

on education, labour markets , and income distribution, to be undertaken 

by Berry (1987). 

As regards the smaller countries , Bolivia is an interesting case 

since it is the poorest country in South America, and hence possibly most 

readily compared with low income countries outside Latin America. It has 

also had a very severe recession and labour force shakeout in mining, and 

there are good studies on macroeconomic adjustment (e . g. Morales and 

Sachs, 1987). There is also at least one labour force survey in the 

recession period (from 1987) and several scattered ones in the preceding 

period. Finally the inclusion of Costa Rica is due to the timing and 

seriousness of its macro-economic cr i sis and due to i t s unusually good 

labour force survey data over a number of years, with a pa~el component. 

If either Bolivia or Costa Rica should prove infeasible , Guatamala is 

another possibility, since there is some existing work on the labour 

market there (Terrell, 1984) . 
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Participants and audience 

The main audience is assumed to be policy makers in developing 

countries. Results will be disseminated as part of a volume edited by 

Kanbur and Mazumdar. Findings will also be available for incorporation 

in EDI workshops and training courses. 

The project is to be co-ordinated by Albert Berry and Susan Horton . 

It is intended to involve two authors per case study, so as to bridge the 

two areas of labour and macroeconomics, since few economists have 

expertise in both. There would also be colloboration across the case 

studies to deal with common issues. For the two larger countries it is 

anticipated that an economist will be identified in each of the two 

countries concerned, who will both conduct an extensive review of the 

literatures on macroeconomics and on labour markets, and supply a 

bibliography. The Canadian counterpart will work in close colloboration 

with the country economist in the process of synthesizing the two 

literatures, and will put the country study into the context of recent 

macroeconomic and labour market theory. 

For the two smaller countries it is more difficul~ to identify local 

researchers with expertise on labour markets. In this case a local 

researcher will survey the existing literatures, and the Canadian 

counterpart will not only synthesize these, emphasizing th~ issues 

discussed above, but also conduct some analysis of labour force data . 

There will be close colloboration across the case studies: this can 

perhaps most easily be achieved by meetings in Canada. Interested 

participants from the Latin American countries are presently being 

explored: Canadian counterparts will most likely include Albert Berry 
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and Jaime Tenjo (Costa Rica), Susan Horton (Bolivia), Mick Devereux 

(Brazil) and Miguel Faig (Argentina or Chile). Country institutions to 

be contacted include FGV (Brazil), Instituto di Tella (Argentina), 

CIEPLAN (Chile), UDAPE and Universidad Catolica (Bolivia) and the 

national university in Costa Rica. 

Organization and timetable 

Before the project commences, there will be a conference in Jarwick 

(April 1988) which will identify issues, to be followed by an issues 

paper by Kanbur and Mazumdar which will follow the conference. Two 

project phases are anticipated. In the first phase, July -December 1988 , 

the case studies will be commenced: the country economists will have 

major responsibility for producing a first draft of the literature 

survey, and will supply a bibliography to the Canadian counterpart. 

Analysis of labour force survey tapes will commence for the two smaller 

countries. 

In the second phase (January-June 1989) the Canadian counterpart 

will have major responsibility for producing the synthesis paper. These 

papers will be presented at a conference in June/July 1989 . The 

conference will also include country participants from parallel exercises 

for Asia (Mazumdar, 1987) and Africa (Milne and Helleiner , _1988). 

Funding for the conference, to be held at Warwick University, is being 

sought from another source. Subsequently the studies will be published 

in a volume to be edited by Kanbur and Mazumdar , to be completed by 

December 1989. 
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Budget 

It is assumed that the authors would be paid in two installments , 

half on completion of a satisfactory first draft, and half on completion 

of a draft suitable for inclusion in a volume. 

Summary Budget 

By Country By Phase Total 

1; July- II; Jan-
"La:i;:ge" "Small" Dec 1988 June 1989 

(two) (two) 

Paper fees: 

• local $ 5000 $ 3000 $ 8000 $ 8000 $16000 
• Canadian $ 3000 $ 5000 $ 8000 $ 8000 $16000 

Travel: $ 2000 $ 2000 $ 8000 $ 8000 

Analysis: $ 5000 $ 5000 $ 5000 $10000 

TOTAL $10000 $15000 $29000 $21000 $50000 
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Introduction 

Stabilization and structural adjustment are key issues facing 

countries in sub-Saharan Africa in the 1980's. Unless these countries 

adjust successfully, their long run growth prospects are poor. Labour 

market behavior is a vital part of the stabilisation and adjustment, both 

because of the role of labour mobility and real wage behavior, and also 

because the labour market is an important mechanism for transmission of 

the effects of macro performance and adjustment onto income distribution. 

There is considerable interest in and work on the macro experience 

and adjustment in Africa. However the labour market has been rather less 

extensively studies, and the topic of labour markets in a period of 

retrenchment and adjustment has been barely touched upon. There are some 

studies of the migration process and of labour market segmentation in 

Africa, but the literature is less extensive than for other areas of the 

developing world. 

It is proposed to perform case studies of three African countries, 

to relate the macro adjustment literature to the micro labour market 

literature. The individual case studies, as well as comparisons across 

them, will be useful for policy makers. The studies will be undertaken 

colloboratively between researchers in Canada and in the African 

countries concerned. The case studies will be discussed at a conference 

in June-July 1989, along with similar studies for Latin America and Asia 

and will ultimately be published in a volume edited by Kanbur and 

Mazumdar. 
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Previous and ongoing research, 

The macro experience and adjustment in sub-Saharan Africa are being 

extensively studied (Taylor, 1987, ILO, 1986, ongoing work by the OECD, 

etc.). There are also a number of studies of labour market issues in 

Africa, which have a bearing on the topic of adjustment. Studies of 

migration, the informal sector, the role of education etc., include 

Armitage and Sabot (1984), Barnum and Sabot (1977), Bienefeld and Sabot 

(1971), ILO (1985), Knight (1972), Knight and Sabot (forthcoming), 

Miracle and Fetter (1970), Sabot (1978) and Todaro (1969). There is 

ongoing work by Sabot (1988) on public sector pay and employment, which 

includes some African countries. 

Few studies as yet h~ve attempted to integrate the adjustment 

literature with the labour market literature (Ghai, 1987, is one 

exception). There is some ongoing work, e . g. a World Bank/UNDP project 

on the social impact of adjustment in sub-Saharan Africa which includes 

the labour market as one component. However much more remains to be 

done. For countries which have labour force survey data already 

collected, there is a good opportunity to integrate th~ labour market and 

adjustment literatures, and to formulate and test hypotheses about the 

role of the labour market in the akjustment process. To a large extent 

these government labour force data are underutilized. Thes~ national 

surveys could be particularly useful for the present study if they were 

available both pre - and post - recession. 

Issues 

A number of issues have been identified as meriting study on a 



4 

cross-country basis. These include: 

1) The role of labour in macroeconomic performance in economies still 

dominated by agricultural and mining activity: the relation between wages 

and the inflation process both in formal and informal sectors; and the 

role of unemployment. 

2) The effect of labour market functioning on economic growth via its 

effects on capacity utilization, investment and choice of technology . 

3) The role of the labour market in transmitting the effects of 

stabilisation and structural adjustment to income distribution, via 

changes in employment, real wages, and participation rates . 

4) The effect of declining expenditures on public sector employment 

(both government and parastatal); the productivity and motivational 

effects of falling real wages in the public sector. 

5) The role of migration in adjustment, where sectoral shifts imply 

geographic shifts of labour. 

6) The impact on and response of marginal workers : the effect of 

recession on employment and participation rates . 

7) The bahavior of segmented labour markets dur i ng adjustment; changes 

in the institutions in segmented labour marke t s , such as legi slation on 

social insurance payments and legislation on firings , etc . ; changes in 

overall wage structure e.g. age/sex/skil l /public -private/urpan- rural 

d i fferentials. 

A set of issue papers being prepared in a separate project will be 

of considerable help in refining the count ry studies (Kanbur and 

Mazumdar, 1988). 



5 

Proposed study. 

It is proposed to undertake case studies of three countries in 

sub - Saharan Africa, to examine the role of labour markets in structural 

adjustment. The emphasis will be on addressing a common set of issues, 

such that cross country comparisons will be possible . Each country study 

will summarize the existing literatures on the labour market and on macro 

stabilisation and adjustment, and will then use existing labour force 

surveys pre- and post-recession to examine the role of the labour market 

in the adjustment process. 

The choice of countries is determined by the des i re to see a range 

of experiences, whilst at the same time being constrai ned by data 

availability. Few African countries have labour force surveys dating 

after the onset of adjustment. The countries enviseaged here are Kenya , 

Cote d'Ivoire, and either Ghana or Zambia. Although this is somewhat 

biased towards the higher income countries, this i s dictated by data 

availability. One advantage however is that compar i sons with countries 

outside Africa will be fac i litated . 

Kenya has been studied in great detail, both in terms of the macr o 

adjustment literature (Swan , 1987, ven der Hoeven, 1987, van der Hoeven 

and Vandermoortele , 1987), and the labour market (Armitage and Sabot, 

1984, Barber and Milne, forthcoming, Bilsborrow et al , 1986_, Coll i er and 

Lal (1986), Fallon, 1985, Ghai and Godfrey, 1979, Knight and Sabot , 

forthcoming) . There are government labour i orce surveys for the 

pre - recession period of 1977 - 8 (Kenya, 1986), as well as a World Bank 

sponsored survey in 1980 (Knight and Sabot, 1983), a recent urban labour 

force survey which includes some income data which will shortly be 
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available from the Central Bureau of Statistics, and a planned labour 

force survey in 1988. Kenya is also an interesting case of a sub-Saharan 

African country with relatively good growth performance in the past, 

which was hard hit by recession, particularly via the effect on prices of 

primary agricultrual exports. 

Cote d'Ivoire is another example of a country with good growth 

performance, which was adversely affected by external events. It 

likewise has a literature on macroeconomic adjustment (Michel and Noel, 

1984, Devarajan and de Melo, 1986), as well as a number of labour market 

studies. It also has possibly some of the best micro data available for 

any sub-Saharan Africna country (World Bank LSMS projects). Ongoing work 

on the labour market in Cote d'Ivoire by Fields may also be very useful 

for the present study. 

For the third country to be studies it is desirable to include one 

of those which were relatively less successful prior to the structural 

adjustment phase. The present contenders are Ghana or Zambia, the final 

choice to be determined by data availability. Ghana is of interest as a 

country whose structural adjustment has been cited as a success on macro 

grounds, and which prior to that had a decade or more of negative 

economic growth and stagnation. There is a sizeable l i terature on 

macroeconomic adjustment (e . g. Loxley, 1988), as well as woFk on poverty 

and structural adjustment (UNICEF, 1985, Ubogu and Umo , 1986), if 

relativelJ little on the labour market and structural adjustment . 

Another consideration is that Ghana may be a case study in Sabot's (1988) 

work on the public sector, with possible gains from complementarity . 

Zambia is another interesting case, as a mineral exporter hard hit by 
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recession. There is some work there on stabilisation (e . g. Ndulo and 

Sakala, 1987, and Young, 1988). The final choice will depend on 

obtaining access to labour force survey data pre- and post-recession. 

Audience and participants, 

The main audience is assumed to be policy makers in developing 

countries. The results will be disseminated as part of a volume edited 

by Kanbur and Mazumdar. The findings will also be available for 

incorporation in EDI workshops and training courses. 

The project will be co-ordinated by Bill Milne and Gerry Helleiner. 

There will be two authors per case study, one from Canada and one from 

the country concerned. There will also be colloboration across the case 

studies to address common issues. The country participant will be 

responsible for a thorough literature survey in the macro and labour 

market areas, for providing references, and for assisting with use of the 

survey data . The Canadian participant will be responsible for 

synthesizing the literatures and for overseeing the analysis of the 

labour force survey data. 

The Canadian authors include Bill Milne (Kenya), Paul Beaudry (Cote 

d ' Ivoire), and one other as yet to be determined (Zambia or Ghana) . 

There will be colloboration across studies, to be achieved ?Y meetings 

between authors of different country studies, which will most likely take 

place in Canada. Ther~ will also ultimately be a conference presenting 

the results of the African country studies, as well as parallel exercises 

for countries in Latin America (Berry and Horton, 1988) and Asia 

(Mazumdar, 1987). Separate funding is being sought for such a 
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conference. 

Organization and timetable, 

It is anticipated that there will be two phases: phase I from 

July-December 1988, and phase II from January-June 1989. Before the 

project commences, there will be a conference in Warwick (April 1988) 

which will identify issues, and from which an issues paper will be 

drafted by Kabur and Mazumdar. In phase I the case studies will be 

commenced. The country specialists will produce a first draft of the 

literature survey, and will supply a bibliography to the Canadian 

counterpart. Analysis of labour force survey data will commence. 

In phase II the Canadian counterpart will have major responsibility 

for producing the synthesis paper. A draft will be available for a 

conference in June/July 1989. This conference will take place at Warwick 

University in England, and is to be funded from a separate source . The 

Canadian counterpart will have responsibility for revisions subsequent to 

the conference, such that the paper can be ultimately included in a 

volume to be edited by Kanbur and Mazumdar. 

Budget, 

It is assumed that the authors and co-ordinators would, be paid in 

two installments, half on completion of a satisfactory first draft, and 

half on completion of a draft suitable for inclusion in a . volume . 



9 

Summary budget 

By country By phase Total 

(three I: July- II :Jan-
studies) -Dec 1988 -June 1989 

Paper fees: 
- local $3000 $4500 $4500 $9000 
- Canadian $5000 $7500 $7500 $15000 

Co-ordinator fee: $500 $750 $750 $1500 

Travel and 
co-ordination $4000 $12000 $12000 

Analysis $4000 $6000 $6000 $12000 

TOTAL $16500 $30750 $18750 $49500 
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