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1. The origins

Structural adjustnent policies (SAPs) refer to high-powered austerity prograns
i mpl enented in many countries across the gl obe since the early 1980s and
propelled by international financial |oans tied to | M-/ Wrld Bank
conditionalities. FromAfrica to Asia, Latin Anerica and Eastern Europe, over
one hundred countries have applied simlar packages, despite significant
differences in their econonies. Earlier versions of this type of policies had
been part of stabilization plans inposed by the | M- during the post-Wrld War
Il period on countries with chronic balance of paynents problens. Wat was new
with SAPs was their w der scope and their connection with the foreign debt
probl em that developed in the late 1970s and early 1980s. The accumnul at ed debt
was the result of a variety of factors: a) the oil crisis of the 1970s; b) the
very lax lending policies that resulted fromthe accunul ati on of petrodollars
in international banks; c) the rise in interest rates in the United States in
the late 1970s; d) the withdrawal of |arge anounts of funds from i ndebted
countries resulting fromfears of devaluation and the growi ng trade and

bal ance of paynents deficits; and e) the falling prices of comodities
exported from Third Wrld countries which further intensified these externa
econom ¢ shocks.

Two of the first SAP packages were adopted by the Philippines in
Sept enber 1980 and Mexico in August 1982, both under the close gui dance of the
| M= and the World Bank. The public announcenent by the Mexican governnent that
it could no longer neet its debt paynents and the inmportance of Mexico as one
of the largest Latin Anerican countries made this case particularly
significant. Hence, the Mexican package was viewed as the response of the
i nternational financial conmunity to the prevailing fear of the financial
crisis that could have devel oped if many governnents defaulted. The package
consi sted of a set of tough policies adopted as condition for the new | oans --
amounting to $5.3 billion and put together with help fromthe IM-, the Wrld
Bank, the US governnment and international commercial banks; the goal was to
return to econonic health and generate resources that woul d hel p pay the debt.
Thus, the standard set of policies which would have trenendous consequences
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for the lives of mllions of people during the 1980s and 1990s was adopt ed
wi t hout public discussion, setting the nodel foll owed subsequently by ot her
countries across the gl obe.

2. The policies

Since their inception, SAPs were inspired by the neoliberal nodel associated
wi th the "Washi ngton Consensus,” that is, an enphasis on the market as the
mai n al |l ocator of econom c resources and a correspondi ng decrease in the role
of governnent. Although sonme details mght have varied fromcountry to
country, the basic characteristics can be summarized as falling in four najor
policy areas:

First, a common starting point is the adjustnent in the area of foreign
exchange, beginning with currency devaluation in order to deal with normally
overval ued currencies. This leads to an automatic increase in the price of
i mports, followed by that of donestic prices and inflationary trends.

Second, drastic cuts in governnent spending are used not only to reduce
deficits in the public sector but also to shift resources and econonic
activity fromthe public to the private sector. They are al so used to decrease
aggregate denmand in order to steminflation. The cuts reduce or elinmnate
gover nment services and subsidies, such as in education, health and ot her
sectors, that contribute to the social wage, particularly of |ow incone
groups. Anot her aspect of the reduction of the government's role in the
econony is the process of privatization of public firms. Although
privatization might serve the inportant function of reducing the donestic
deficit and elinmnating inefficient and even corrupt activities in the public
sector, it has also played a significant role in the inposition of the market
over wel fare and human devel opnent criteria in the functioning of the econony.

Third, SAPs have been used to stimulate deep econom ¢ restructuring
t hrough market deregul ation, including |abor and capital markets. This in turn
creates strong pressures to restructure production, which leads to the
i ntroduction of new technol ogi es, reorganization of |abor processes and an
enphasi s on efficiency and "nodernization."

Fourth, this process is reinforced by trade liberalization and the
easing of rules regulating foreign investnent, increasing the degree of
gl obal i zati on of the economy and enphasi zi ng the producti on of tradables over
non-tradables. This reinforces the need to strive for nore efficient



production so as to be able to conpete in international markets and reverse
t he external debt problem

To sum up, orthodox SAPs represent deep econonic and social changes
anmounting to: a) increasing productivity |evels even though, at |east during
the initial stages, at |lower real wages; b) elimnating waste and inefficiency
while “rationalizing” the econony according to the signals dictated by an
expandi ng market; c) achieving a higher degree of openness to foreign
conpetition and integration in the gl obal econony through trade and fi nanci al
liberalization; d) altering econom ¢ and social relations and shifting the
di stribution of resources, rights and privil eges towards social groups
benefiting fromthe market; e) responding to the needs and interests of
i nternational capital and powerful global and domestic interests, including
the large financial institutions, trasnational corporations and internationa
organi zations such as the Wrld Bank and the M-, and f) reaching the fina
obj ective of returning to acceptable levels of economc growh and stability.

3. Inpact and critiqgues

Al most two decades after the initial SAPs were adopted, have these goal s been
achieved? In the short run, the inpact of SAPs is felt strongly throughout the
economny and anong all social groups. Higher inmport prices affect producers and
consumners although trade liberalization may result in cheaper prices for sone
imports. At the sane tine, those linked to exports and the financial sector
see their fortunes grow. Government budget cuts and foreign conpetition
generate unenpl oynent in some sectors and often force nany domestic producers
out of the market, with subsequent multiplier effects. Al of these can result
in negative rates of growmh. As in the case of “the | ost decade” in Latin
America during the 1980s, the average per capita GNP for the region as a whole
was 8% less in 1989 than in 1980 --equivalent, in real ternms, to its 1977

| evel (ECLAC, 1990). This is acconpani ed with shrinking househol d budgets for
a large proportion of the popul ati on, downward social nmobility, increasing
poverty rates and other social ills (Taylor, 1988; ECA, 1989; ECLAC, 1995).

At the same tinme, higher unenploynment rates place downward pressure on wages
whi ch, together with inflationary pressures, contribute to the deteriorating
position of |abor.

These negative effects are justified with the expectation that, in the
long term they will reverse the initial problens and result in a nore
efficient econony with positive growth. The record shows that in many ways
this has been the case, although at high social costs. In such cases,



macr oecononi ¢ indicators have led to optim stic evaluations, with renewed
econom c activity and positive growh rates, inflationary tendencies under
control, high levels of net foreign investnent, significant increases in trade
and buoyant stock markets (The World Bank, 1992-94; ECLAC, 1995). At the sane
time, case studies at the mcro |evel and reports on people' s daily lives
portray a nore negative view, docunenting hardshi ps of survival, gender and

cl ass biases, social tensions and increasing econonic and social inequalities
--inmplying that even optimstic macro results do not trickle down easily to
the population at large (Cornia et al, 1987; Elson, 1991; Beneria and Fel dnan
eds., 1992; Sparr, 1994; Floro, 1995).

Thus, two major critiques of SAPs have energed. The first enphasi zes the
soci al costs of adjustnent and their gender di nensions; the second calls
attention to its effectiveness in the long run

a. One of the initial critiques of SAPs was published by UNI CEF (Cornia
et al, 1987). It included enpirical studies docunenting the harder and | onger-
t han- expected social costs of adjustnent and argued in favor of an “adjustnent
with a human face.” Although it did not underline any specific gender bias,
subsequent research showed the extent to which SAPs have not been gender-
neutral. Feminist critiques energed, pointing out ways in which the hardships
of adjustnent were unequal ly distributed, displaying not only a bias against
specific groups of people --nostly a class bias-- but also a gender bias.
Enpirical research has shown that gender biases are due to different reasons.
First, given the division of |abor and wonen’s role in the househol d,
austerity prograns and shrinking budgets intensify wonen’s donestic and
reproductive work (Moser, 1993; Floro, 1995). In this sense, greater
efficiency and | ower costs of production night in fact represent a transfer of
costs fromthe market to the sphere of the household (Elson, 1991). Second,
budget cuts in essential services such as health, education and housing tend
to affect specially the poor and to i ncrease wonen’s responsibilities in
famly care (Beneria, 1992; Lind, 1992; Barrig, 1996). Third, |ower rea
i ncomes force new househol d nenbers to participate in the paid | abor force --
particularly wonen and the young, given their |ower participation rates--
of ten under the precarious conditions of the informal sector (Tripp, 1992;
Moser, 1993; Manuh, 1994). Fourth, |ow wages in the export sector
particularly wonen's wages in |labor intensive industries, is a significant
factor in keeping exports conpetitive (Standing, 1989; Cagatay et al, 1995b).

Al'l of this inplies that nmacroecononic policies are not neutral as
normal |y assuned. As Diane Elson (1991) has argued, apparently neutra



concepts such as productivity increases and resource-sw tching assune that
human resources are free and can be transferable between different activities
at no cost and that “households and people will not fall apart under the
stress of the decisions that adjustnent requires” (p. 168). To be sure, these
critiques of SAPs have been subject to debate on the basis that they have been
made from case studies that could not be generalized. In addition, the
critiques are nore conclusive for some countries and regions, such as Latin
Anerica, than for others (Sahn et al, 1994; ECLAC, 1995). However, the

accunul ated evi dence of many studies makes a strong case for the femn nist
critiques, which even skeptics have admtted.

In addition to anal yzing the gender dinensions of the inpact, fenminists
have al so enphasi zed that existing gender inequalities mght be an obstacle to
efficient allocation of resources and the success of SAPs. For exanpl e,
enpirical work on sub-Saharan Africa has shown that farners might not respond
to policy incentives as a result of constraints set up by the traditiona
gender division of |abor (Palnmer, 1991; Cagatay et al, 1995b; Elson, 1995).

Li kewi se, sone of the social investnment funds set up in nmany countries to dea
with the nost urgent problens of adjustnent have m ssed the opportunity of
tappi ng wonen’s skills and providing sources of livelihood for themdue to the
dubi ous assunption that funds going to nen will autonmatically benefit wonen
and their fanilies (Beneria and Mendoza, 1995).

b. Adifferent set of critiques of SAPs is based on its mxed results
and inpact on long-run sustainability. Structural adjustnent has succeeded in
solving the debt problemfor the international financial conmunity, keeping
debt paynents flowi ng. At the country and regional |evel, however, the debt
continues to represent a burden for its citizens (Beneria, 1996). It has been
argued that nany countries and regi ons have noved froma debt crisis to a
crisis of developnent, with I ow or unstable growh rates and vul nerabl e
econonm ¢ and social conditions (ECLAC, 1995). The Mexican crisis of 1994
typified this problem Despite several years of optimistic trends in the early
1990s, Mexico had to be rescued again by the international comunity, with a
financial package that surpassed the $50 billion mark, ten tinmes |arger than
the 1992 package (Beneria, 1996). Likew se, the 1997 South East Asian econonic
crisis raised simlar issues, particularly the dependency on unregul at ed
external capital, this tine in econones viewed as having provided a
successful devel opnment nodel (Bello, 1997; Kohr, 1998).

Li kewi se, this critique points to the precariousness of the econom ¢ and
soci al nodel pronpoted by SAPs. It underlines the grow ng evidence of economc



and social inequalities which feed social tensions and contribute to grow ng
crime rates, urban squal or and environnental degradation. This has | ed sone
authors to view these trends as leading to a “socially unsustainabl e”

devel opnent nodel, not only in countries in which SAPs were originally

i mpl enented but also in cases of nore recent inplenmentation, such as in
Eastern Europe (ECA, 1989; ECLAC, 1995; Slontzynski and Shabad, 1997).

4. Was/is there an alternative?

One of the commopn responses to critiques of SAPs is that there was no
alternative given the econom c conditions of many countries. Thus, the 1980s
and 1990s witnessed a standardi zati on of adjustment policies despite the
different conditions prevailing in their econonies. The inplenentation of
sim | ar packages in the Eastern European countries since 1989 and in South
East Asia since the outburst of the 1997 crisis also illustrates this trend.
Hence, alternative paths to adjustnent were not given an opportunity. In

Mexi co, for exanple, the | M-inspired package adopted in 1982 prevail ed over
the nore structuralist “nmanaged adjustnment” policies pronoted by a different
team of economists working with the Mnistry of Industry (Singh, 1991). The
alternative package included a series of trade and exchange rate control s,
bank nationalization and direct negotiations with international commerci al
banks; its ains was to deal with the crisis without creating shocks and

pai nful adjustments. It also included the formati on of a comon front of Latin
American countries to negotiate the debt collectively so as to increase their
bar gai ni ng power (Beneria, 1996). Thus, the historical opportunity to try an
alternative path was mi ssed.

An alternative strategy would include policies to induce growth and
efficiency as well as equity, including a nore equal distribution of the debt
burden. In this sense, fem nist econonics has made an i nportant contribution
to a discussion of alternatives, suggesting for exanple how the nore preval ent
gender analysis at the micro | evel has macroecononic inplications along the
following Iines (Beneria, 1995; Cagatay et al, 1995; Elson, 1995):

First, alternative policies should not assunme that people have an
infinite capacity to bear the costs of adjustnment. The literature has
illustrated the trenmendous endurance of people, but at the high costs of
suffering and depl etion of human resources. Second, the hidden costs of
adj ustment shoul d be taken into consideration, including health-rel ated
probl ems, discontinuities in children's schooling due to wonen’s work
intensification, infrastructure and ecol ogi cal deterioration, increased crine



and vi ol ence, and others. Third, alternative packages should include two types
of policy: a) short-run conpensatory nmeasures to deal with the npost urgent
needs resulting from SAPs, and b) longer-termtransformative neasures --such
as distributive policies focusing on property rights and i ncone, changes in
the share of paid and unpaid work anong nen and wonen, educational and
retraining programs, and productivity increases in agriculture and ot her
sectors involving wonen workers. Fourth, there should be a clear recognition
of the significance of unpaid work for the econony, particularly if we are to
vi ew macroecononi c nodels as a tool to design policies for the provisioning of
needs and naxim zation of social welfare and not just as a way of nmaxim zing
efficiency and econonic growth. Fifth, gender equality can also contribute to
achi eving macro objectives. Thus, anti-discrimnatory policies mght result in
a nore efficient allocation of resources. For exanple, given the enpirica

evi dence showi ng that wonmen’s control of income contributes nore than men's to
househol d wel fare and famly nutrition (Dwyer and Bruce, 1988; Elson, 1991),

i ncome schenes addressed to wonmen can neet both efficiency and anti -

di scrimnatory goals.

These contributions of fem nist econom cs have also resulted from an
effort at engendering nmacroeconom cs at the conceptual and practical |evels
(Cagatay et al, eds., 1995a). Wth an enphasis on understandi ng gender
rel ati ons and addressi ng gender inequalities, different authors in this
proj ect have denopnstrated the useful ness of such an approach for growth
theory, resource allocation and distribution, |abor market analysis, public
finance, tine allocation and policy initiatives, anong others. Still at an
i nci pient stage, a simlar effort at engendering international trade is also a
recent contribution of fem nist econonmics to our understanding of the effects
of SAPs (Joekes and Weston, 1994). Although origi nated anong gender and
devel opnent circles, this body of work has wi de rel evance for fem nist
econom cs in general; further research should include theoretical and
enpirical work on the centrality of gender in nacroecononts and internationa
trade.
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